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E lQ-71 F Rnoera The tctstiml7nv > E n e r g y g h e d  a; Exhibit A to the 
3 -  

application. however, Exhibit .4 is identified as Duke Energy's 2009 annual report 

a Explain whether Joint '4pplicants intended to include Duke Energy's 2010 annual 
report as Exhibit A but inadvertently included the 2009 report, or whether the 
testimony intended to reference Duke Energy's 2009 annual report 

b Explain whether Duke Energy's 2010 annual report is now available 
provide the reports If no, state when the 2010 report will be available 

If yes, 

a The Company inadvertently included the 2009 annual report instead of thc 2010 
annual report 

b See Attachment Staff DR-01-010 for 2010 Annual Report 

PERSON RESPONSIBLE: James E Rogers 
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CHAIRMAN’S LETTER TO STAKEHOLDERS 

James E. Rogers, 
Chairman, President and Chid Executive Officer 

Dear fellow customers, investors, employees and all others who have 
a vested interest in our success - including our partners, suppliers, 
pol icyma kers, regulators and com munities: 

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. 

importantly, we are creating a future that strengthens our ability to be 
more productive, more efficient and more opportunistic. 

Duke Energy demonstrated this drive with our 2010 results. Just as 



CREATING THE LEADING U.S. UTIL 

On January 10, 2011, Duke Energy and Progress Energy announced an agreement to cambine 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 201 1. 

8 Fuel savings and joint dispatch Earnings accretion in the 

II Strong credit ratings, balance 
sheet, cash flow, and dividend 

IS Long-term earnings growth 
target of 4 to 6 percent' 

P Expanded career growth 
efficiencies for customers in  first year of the merger opportunities 
the Carolinas 

Improved operating 
efficiencies, over time, 
for al l  regulated customers 

Coimbcned Rank 

Market Cap !01111o~s) $237  $128 3365 #1 

Electric Customers (millions) 4.0 3 1  7 1 psl 

Generation Capacity (Gtlgawatts) 35.1 21 8 57 2 el 
Progress Energy Total Assets (t~liions) $59 $3 3 $9Z3 #i 

Estimated Rate Ease (bllllcns) $22 $17 $39 w 1  

Regulated Adjusted EElT Mix 77% 100% 85% NIA 

0 Duke EnerC3; 



LETT E R TO STAKE H 0 L D E R S f C,3 h WJ I !:I 

DELIVERING RESULTS TODAY A FINANCIAL REPORT CARD 

Duke Energy delivered erceptiorial ?011? results, b?th financially and operaticnally 
During 2010, vde met our rinar'cial ; oiiirnitrnerits dS we grew eanir igs, increased 

the quarterly dividend, and maintained the strenglh of our balance s lee t  Extreme 
weather boosted sales and earnings during 2010 We ended the year with adlusted diluted 
earnings per share of 51 43, a b d e  our original adwsteo diluted earnings guidance range 
of SI 25 to 81 30 

The exceptional performance of our fleet and our employc-es' dedication to delivering 
high-quality customer service allowed LIS to capture the value of i icreased weather related 
sales. The company is positioned to achieve a long-term adjusted diluted earnings growth 
rate of 4 to 6 percent' 

In 2010 ,  w e  increased our quarterly cash dividend to shareholders from $0 24 per share 
tc SO 245 per share We are committed to growing the dividend and have targeted a long- 
term dividend payout ratio of 65 to 70 percent, based on adjusted diluted earnings 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 of 4 8 percent These low interest rates wil l  
help ~ J S  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 l iquidity of approximately $3 4 bil l ion at year-end. 

Otir 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 percmt and 20 9 percent, respectively, 
for the utility index 

(for periods ending DE. 31,2010) 

One Year Three Years Five Yean 
-- 

-IS 

e Duke Energy Corporatim 
b Philadelphia StGCk Exchange Utility S K ~ M  Index 
B SBP 500 lnder 

INTENDED MERGER WITH PROGRESS ENERGY 

In January 201 1 ,  we announced our intended merger with Progress Energy (See Creating 
the Leadmg U S  Utility, P2ge 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 wil l be ktnSurpaSSed in size and scale, serving more 
than 7 mill ion customers with around 57 .000  niegawatts [MW) of domcstic nuclear, coal, 
hydro and alternative energy generation Lire are targeting closing the transaction b y  the end 
of 201 1, subject to shareholder and regulatory approval 

size and scale of the combined covpany gives us the ability to achieve efficiencies and 
effectively manage the transformation occurring in our industry Additionally, we add an 
outstanding group of teanirrates to Pelp navigate the combined company into the future 

Over time, we believe that our CrJstomers vdill benefit from productiviti, gains and t'lat our 
employees will benefit from increaseC opportunities We expect shareholders to realize earn- 
ings ac.cretion. iasecl on adjusted d i i k i t d  earnings per share, in t r e  first year airer closing 

Vie are very excited about this transaclioii Our cornbined ctrerigth will exceed the 
strengih we have as separate c:mipanies It will allow US to provide beneiits to all o!?r 

This strategic transaction involves inore than just becoming the largest utilit-y The 



OPERATIONAL PERFORMANCE SUPPORTS 
OUR AFFORDABLE, RELIABLE, CLEAN MISSION 

Affordable 
Our cJstomers exaect us 
to provide :hem with 
affordable energy both today 
and in the future Given the 
long lead times needed to 
build new generaticn, i%e 
carefully make investments 
to satisfy future demand - 
reduces commooity price 
volatility. Currentiy, Duke 
Enera  offers some of the 
most competitive electric 
rates in the United States 

(cents per kilwhatt-hour, 12 months ended lune 30,2010) 
o Duke Energy @ State Average I, U S Average 

in 

0 North Carolina SouthCarolina Indiana Ohio Kentucky US. Averaga 

Source. Edison EleCttic inselute T>pical @ills and Aieiage Rales Repart. June 30 2010 

Reliable 
Our customers eroect us 
to deliver reliable energy e Duke Energy Industry Average D Duke Enerpy 
Today’s investments to mod- 
ernize 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 cper- 

ensure that our services are 

~- -- 1wz 

. _  
fw 95 

ational performance helps 90 80 

_______ available when needed. In 
2010, our nuclear fleet set 8 2006 2007 2008 MW 2010 70 2005 2007 1008 2OW 2010 
an all-time company capacity 
record of approximately SOU~CZ indusuy average obiained from Nuclear Energy 
95.9 percent. w i t U t e  ( r m  

Clean 
our cLstomers uarit cleaner ’ 
energy Over the last decade, 
we have spent over $5 billion 6 SO, Emissions e NOx Emissions e SOi Intensity NOx Intensity 

dioxide (SO,) and nitrogen 
oxide (NO%) emissions frcm 
our coal fleet The modern 
generating pia& we are 
currently building will 
generate cleaner energy and 600 
further reduce eniissicns In 
addition, our investments in 
wind and solar will help us 
to prorno:e cleaner energy 

(in thxtsand tons) {pounds mitted per net MWh of gfflerabon) 

to significantly reduce sulfur ____ 
1.000 17 - 

0 2006 zoo7 zoo8 2009 2010 0 zoo6 zoo7 zwa zow 2010 
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LETTER TO STAKEHOLDERS ( iON l I :4 i IEC)  

stakeholders - o!,r custorr:ers investors employees, and the communities in i.Lhich n e  
warlc and Irie Integration .ilanning has begun so that we car? e n s u e  a smootb Iransition 
arid increase productivity gains in all ascects of our business 

and operaticndl objectives as a stand alone companv 
At tl-e same time, we will continue to focus on execution of our 2011 financial 

RELIABLE PERFORMANCE 

Our flect and grid performed admirably in 2010 Confronted with record-breaking 
temperatures - coth winter and summer - Duke's operating teains met the challenge 

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 capacrtv factor was 
approximately 95 9 percent, which eclipsed the company's previous annual record of 
approximately 95 2 percent in 2 0 0 2  

Additionally, in 2 0 1 0  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 wil l  help prevent 
unnecessary shutdowns and result in  more reliable and simplified operations The digital 
upgrade for all three Oconee units wil l be complete by 2013 

and communities Investors also benefit when we reduce costs and increase profitability 

____ 
UI l)ljt 

Strong productivity. operational performance and efficiency are good for our customers 

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 
1 5  electric utilities around the globe to be named to this 
elite index Duke EnerB  also earned a place on the Dow 
Jones Sustainahility North America Index for the fifth year 
i n  a row YOU can read about our sustainability plan or1 
Page 6 of this report Our 2010/2011 Sustainability Report, 
available at w w w  duke-energy com, has more details 

INVESTING FOR OUR FUTURE: 
MODERNIZATION STRATEGY 

Duke Energy is makipg decisions today for future energy 
irivestments These decisions are critical to our mission 
to deliver affordable, reliable and clean energy Power 
plants take vears to permit and construct and require 
erwrmous amounts of capital to be invested over several 
years We recover these investments through customer 
rates over the .3@ to 40-year operating lives of our 
baseload power plants 

Our customers enjoy reliable power today because cf 

{capacity in megawalts) 

Carolinas Modernization 
2 3 0  

* Additions Retirements 
Cliffside Unit 6 

0 Buch and Dan River Gas Plants 
,b Cliifside Retirwnwft 

b Olher Planned Retirements 
Commitments 

Indiana Modernization 

Additions Retirements 
8 Edwardspoit 
v Wabash RNET 
8 Legacy Edwardspwt 
3 Remaining units to be 

evalualed for ietirwnenV 
L'ontrcls 

investir:enl decisions made many decades ago In the Carolinas, for example. Duke Energy 
has not built any new oaseload generating plants since 1986 Over the past decade. we 
have invested roughly 55 billion to significantly reduce sulfur dioride and nitrcgeii cxide 
eri-:issioris And, we anticipate more stringept enwronmental regulations to coni? P s  a 



NERGY SUSTAINABILITY PLAN AT A GLANCE 

This sirstainability 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. 

INNOVATIVE PiiOOUCTS 
AND SERVICES 

Our customers want products 
and services that are 

s ENERGY EFRCIEHCY: Reduce customer energy consumption 
by 2.500 gigawztt-hours (GWh) and pe3k demand by 
2,100 MW by 2013 

~~- ~ _ . _ _ _ -  
t"- iJ a RENEWABLES: Scale up to 3,000 MW of wind, solar and 

Provide innovative products yet responsive 
and services in a carbon- 
constrained, competitive world 

QUALITY 
WORKFORCE 

Attract, develop and retain 
a diverse, nigh-quality 
workforce 

Help buiid strcng 
comrriinities 

GO'JERNANCE PND 
TRANSPARENCY 

Be profitable and demonstrate 
strong governance and 
transparency 

Energy companies will be 
differentiated by the quality, 
creativity and customer focus 
of their employees 

Our SL;CGESS is linkcb to 
the health and Wxgerlty of 
the communities we serve 

Creatirig shareholder value 
and earning the trust and 
confidence of our many 
stakeholders keeps us 
in bcrsiness 

biomass by 2020 

a AFFORDABLE AND RELIABLE ENERGY: Maintain rates lower 
than the na?ional average and the high reliability of our 
generation and distribution systems 

ms F& pBtrWQEr3 c! Mlid 'NZ 

8 SAFETY: Achieve zero work-related fatalities and topdecile 
safety performance in employee total incident case rate 
(TICR) by 201 2 

employee engagement at 7 5  percent and 64 percent, 
respectively, or higher, as rneasurea by favorable scores 
on survey questions 

VI EMPLOYEE ENGAGEMEHT: Maintain management and 

II SHAREHOLDER RETURN: Outperform Jur peers in total 
shareholder return, annually and over a three-year period, 
as measured by the Philadelphia [Jtility Index 

To learr more, gee our 2@10/2011 SJstainabiltty Report available :n W W S I  dJkeEnPrgy CGV 
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resul!. ibe expect to retirc ai.d replacc our entire fleet, excluding hydro units. by 2650 
ivloderriiiatior! isn't a 'nice to have"' strategy; it's a "'must have " 

cleaner energy generaticin plants. the centerpiece of otir moderri iat ion strategy 
111 2010, we made significant progress in constructing four advanc.ed, highlv productive 

EDWARDSPORT POWER PLAHT IN IHDIANA When ooeraticnal in 201 2, this 618-megawatt. 
slate-of-lhe-art Integrated Gasificaticn Comoined Cycle (IGCC) facility dl replace the 
site's existing coal units, in service s l i ce  i 9 4 4  and 1 9 5 1  It will be the largest power 
plant in  the world to use advanc,ed technology to gasifi/ coal, strip out pollutants, and 
iheri use this gas lo produce p o w r  Indiana coal ~ / i i l  
h f l ~ i  powilr /i:iiii?s, businesses, schocls and facrories 

has received approval for local. state and federal 
tax incentives totaling more than $460 mill ion for 
the project, which will help mitigate customer rate 
iricreases over time Construction remained on schedule 
in  2 0 1 0 ,  but the scale and complexity of the project 
have pushed costs higher than the previous estimate 
of $2 35 bil l ion We have a pending request before 
the Indiana Utility Regulatory Commission to approve 
the estimated cost increase from $2 3 5  billion to 
$2 88 billion A decision is expected in 2 0 1  1 

CLIFFSIDE POWER PLAHT IN  NORTH CAROLINA. This advanced 
coal-fired 825-megawatt  facility is expected to go on 
line in 2 0 1 2  at an estimated cost of $2  4 billion Once 
i t  is operational, we wil l start to retire 1 , 0 0 0  megawatts 
of generation at older, less efficient plants - some built 
in the 1920s A t  year-end. the project was on schedule 
and on budget and had been awarded $ 1 2 5  mill ion in 
federal clean-c.oal tax credits 

BUG# POWER PLAHT IH NORTH CAROLIHA. Construction of our 
620-megawat l  combined cycle gas-fired Buck plant 
is estimated to cost $700 million, with an expected 
in-service date in lale 201 1 It ended the year on 
Schedule and on budget By 2015, we plan to retire 
Ihe construction site's four existing coal units. all built 
between 1941 and 1953 

DAB RIVER POWER PLAHT 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 million plant is expected to go 
on line in late 2012, and we plan to retire the site's 
three existing coal tJnitS that were built between 1949 
and 1 9 5 5  

m 

II 

@Spent as of 1331/2010 0 EsGmatal mpenditures to complete project 

3,000 

a Edwardsport Cliffside Dan Rivar 

Edwardsport 
IGCC Plant 
Indiana 

Cldfside Advanced m 825 MW advanced clean-coal unit 
Clean Coal Plant 
North Carolina 

Buck Combined 
Cycle Plant gas-fired plant 
Norm Carolina 

E 618 hlW IGCC facility 
rn Expected in seririce in 2012 
w Project IS 80% complete' 

E Expected in sernce in 2012 
a Project is 80% completeL 

s 620 MW combinedcycle 

a Expa ted in service in 201 1 
a Project is 75% complete' 

s 620 MW cornbined-cyrle 

a Expected in service in 2012 
m ProlFct is in early stages of 

Dan River Combined 
Cycle Plant gas-tired plant 
Norm Carolina 

construction ? 

t PrciwtcaN i n i l x e  Jirecl captbi an3 AIICrY,inrP lor Funds Used During 

Z Apprmimate as 01 C'rcmnbec 31 X : O  
Conrbuctm (AFUDI) 

Additionally. we are investing up to $1 billior, in the long-term build-out of a digital 
tv,io-waj corrmunications n e b o r k  along lhe power grid Once complete. customers wiil be 
able to t e r e r  manage their energy usage and save rroney All  these ~~odern i ra t i on  projects 
are creating JCbS in our ccmrnunities 

DUKE ENERGY CORPORA7iOU 11?.5 A M t r t J l l  9 E P O k i  



L E T T E R  TO S T A K E H O L D E R S  11 ~'I~I'IIIF-~ 

RECOVERING FLEET MGDERNIZATION COSTS 

In 201 1 I u/e expect io ask regiilalors l r i  up iG three cJf cur five juriscJi(ti::,ns io .apl;ro;e 
customer rate increases so ?"IE sari m m e r  iiivesti:;er8ts asscciated wit11 ewV iroi;riiental 
compliance anc new plant construction T'OC might ask "HCW does a rate increase suFport 
the affordable part of our mission. especizlly i.i these tcugh economic tiines?" 

Here's some perspective Co:lslder the graph on this page It :bows that the real cost 
of eleclricity. averaged 2nd adjusted for inflation, has declined o\ver the past 50 years 111 

fact, Duke Energy currently offers some of the most competitive electric. rates in  the Uniied 
Slates Our rates in  the Carolinas, in Darticular, benefit from the low-cost. baseload nuclear 
power that serves our North Carolina an'j South Carolina customers - 

In all our Icirisdictioris. we want lo arlitevr;' pricing 

(cents per kWh) 
9 Real 2005 Dollars P, Nominal 

structures that balance customer and shareholder needs 
To maintain that balance and keep rates low for customers. 
we must obtain timely recovery of oiir investments and 
earn a fair return 

We will continue to control costs and focus on 
productivity To that end, we have held nonrecmerable 
operation and maintenance costs essentially flat for the 
past four years 

A NEW PATH IN OHIO 

Achieving a balance between our customers' need for 
affordable, reliable and clean pcwer 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 to 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 arid fair return on our investments 
This imbalance was highlighted in 2009, when market prices for energy plummeted. 

along with the economy and itidustrial demand As a result. oiir electric generation rates 
have exceeded the prevailing market prices By the end of 2010, approximately 65 percent 
of customers receiving Duke Energy Ohio's negotiated electric rates had switched to other 
retail siippliers 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 pcwer plants to meet 
future customer deinand, or in improvements to comply with more stringent envirorirnental 
tules This high-risk and low-reward cnvironwent mai*.es i t  difficult to maintain a healtny 
utility and justify future power plant investments in the state Energy providers need 
assurance that they can earn fair returns on existing arid future investments to maintain 
the current system arid erisiire the reliable delivery of glower k dilfererit regulatory 
approach could help create milch-needed lobs and begin to reposirion the state far future 
econurnic growth 

In the rneantirne. at the end of 2 G 1 0  we tiled a new electric standard service offer. 
or Market Rate Gffer, h i t l?  ihe  Pzblic Jtilities Cr?ni.nission r;f Ohio rF';tiEs:iiig a plan to 
set market-based rates for custoiiws of Luke Energy Ohio This fili i ig was a sigriificant 
deparlirre for Duke Energy Ohio. I iwm,er.  ';E Celieied i t  was :he &st ciption avdilable to 
1.1s under the ctirreiii r u l z  l t i  iat i l  February. 'he F!:blii Utilities Coclrnission of Ohio kited 
to aL:pr:j,/? our filing IT light cf this rt j i i i ig, :ire c.,treW, c<>plorlrig ~XJI i j p t l ~ ~ i l ~  



DUKE ENERGY'S COMMERCIAL BUSINESSES 

Our Comrnerclal Power and International ousiness segments contributed arouncl 
S9Or) million i.r approx rnately 23 percent of our total adjusted segment EBlT 
(earnings tefore interest drid tdxes) in 2 0 1 0  We executed on our strategies in each 
of  our Col-nmerctal Businesses 

INTERHATIOHAL. Our International business, consisting mostly of hydroelectric generation 
plants in Brazil and a rombination of hydro and fossil generation in Peru and other 
Latin Americiin countries, has provided consistent earnings growth Favorable pricing 
and excoange rates helped drive an approximate 2 0  percent increase in adjusted 

IS MIDWEST GENERATIOR: Our Ohio generation teams achieved record safety and production 
results in 2 0 1 0  Financial results were boosted by Duke Energy Retail, our competitive 
retail business in Ohio, which grew from a cold start in spring 2009  to a rompany 
with 17 employees and more than 100,000 customers Duke Energy Retail serves 
jpproximately 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 EHERGY. Duke Energy now has more than 1 , 0 0 0  MW of commercial 
reiiewable 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 prolecis Our commercial solar business also grew in 2010 We added the Blue 
Wing Solar Project in Texas, a 14 blW installation, complete with a 30-year power 
purchase agreement 

-- -~-.....---------- ~ 

s 

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 7010, Duke Energy achieved its best ever employee safety 
performance. measured by our total inrident case rate, which improved 
1 0  percent from 2 0 0 9  Specifically, our regulated fossil/hydro fleet 
reduced its safety inctdenls in 2 0 1 0  by approximately 25 percent, our 
Midwest generaliori fleet arid our International operations reduced their 
safety incidents. oy half and by 7 5  percent, respectibelv Each of these 
fleets set all-time historic safety rerords for employees 

The 3s program in our U S fossillhydro generation plants is one 
example of how we continually strengthen oiJr safety culture The Rs 
stand for Rcduce risk. Remove exposures to hazards and Remforce safe 

employees and cont rx lo rs  for reporting potential hazards Anyone at a plant can 
betidvior Introduced i v  2 0 1 0 ,  the program encourages and rewards -==-- ---..._- 

record problems thev cbserve and recommend corrective &tion or initiate a work order 
to address the issue Tbts simple checklist has mprobed safety across our plants 

Duke Energy's Gina Whittle, 
Ron Gill and Donald Dickinson 
(horn left lo nght) taking a 
"fresh eyes" look at pradrces in 
our W M. Zirnmer coal station 
in Ohio 

Another erample is the 'Fresh Eyes" concept at our Ohic plants THO workers started 
the program w th a corrmon sense premise It's easier to see safety Liolations at other 
plants than i t  1s to see p r o b l e m  in the plants where we work S mple and cost etfective. 
this rrograrn gives employees the option of visiting Flants that are not their own to Inspect 
for pulerit id sdfeb, issue!, Thev offer a 'fresh ey?s perspective TI-is program drove incre 
than 200 safetv ii-riprovenierits in  2010 ,  drld irispired many of our partners at jointly 
ov/ned facilities to embrace the przgram as well 

OUWE E N E R G {  C O R P O R A l l G 4  ' J lb  ,'..IiNIIIL F'lPnPT 



LETTER TO STAKEHOLDERS (C3NlINUtC) 

LEARNING FROM CHALLENGES 

While we are proud of our erriplojees' stellar safeh perfori:)ance. we must iriiprove 
Contractor safety Several contractors working for Duke Energy IiiSi their I v e ~  during 2010, 
and :his is unacceptable to us b e  ve formed a leadership tasn force that IS irnplenienting 
new procediires to safegt ard our contractors on the job To underscore the irrportance of 
a fatality-free workplace for both employees and contractors rigorous safety measures are 
a part of our annual employec incentive cornpersation program 

Just as we are committed to ensurirlg the safety of employees and ccntractors, we are 
also committed to edrriing the trust of our commLnit,es In 2010, that trflst was tested 
i n  Indiana with controversy over ttie hiring of a reguldtory attorney When the issue first 
emerged, we immediately 1auniTil;iS an internal investigation and have cooperated lullv-%li-- 
external rnvestigatrons 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 recogniie the need to rebuild our stakeholders' trust 

INVESTING IN TECHNOLOGY 

CZle face a different kind of challenge when we lay the groundwork for a future focused on 
energy efficiency and environmentaf stewardship The past IO0 years was about bui lding 
the infrastructure to make elec.tricity accessible to everyone Today, our mission is to deliver 
affordable, reliable energy in  a way that's increasingly clean In  response, w e  are investing 
in digital energy technologies that have the potential to transform our industry - the way 
we generate energy, the way we deliver i t  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 grid, wil l create the foundation for a future that continues to bring reliable, affordable 
and cleaner eriergy to all our customers 

A digital meter is just 
one part of a smart-grid 
system. With digital meten 
and energy management 
programs. customers 
benefit from more efficient 
operatlons as well as more 
information to help them 
manage their energy use 
and costs. 

Grid Modernization 

substations ana related equipment It uses technologj that has changed little since the days 
of Thomas Edison In  2009. we began a $1 billion upgrade to move from an analog system 

Our power grid delivers electricity over more than 170,000 miles of lines and scores of 

to ail advanced digital grid Sometimes 
called 'smart grid," today's modernization 
efforts bring 21s l  century lechnology to 
the 20tb century power grid 

We began by installing two way 
communication devices on parts of our 
distribution system These devices r_an 
help identify cutages enabling us to 
respond mcre quickly to resolve problems 
They can also belp us mori lor potential 
irregularities and prevent future cutages 
improving the gr ids reliability Digital 
meters at Fur rustorntvs homes and 
biistnesses permit remote meter reading 
and decreased or1 site visits resulting in 
greater eff ciencies 



The technology also makes possihle lhe integration of appliances and other in-horne 
devices, so customers can - if they choose - iise the tools and information WE provide 
to reduce their energy s a g e  and c,ontrol costs 

As part of the upgrade, we bave installed state-of-the-art digital meters at some 
customer locations The Public Utilities Commission of Ohio approved our digital upgrade 
plans in 2003 Since then. we have installed approximately 150,000 electric weters, 
iO0,OOO gas meters and 22.000 communication nodes in Ohio 

programs in Ohio and in a small area of Charlotte, N C. Participating customers have 
realized savings in their nionthly energy bills 

With this technology In place, we have hegun residential energy Qanagemeiit pilot 

In addition to improvements in our power delivery 
system, the digital grid will help customers bec.ome more 
involved in managing their energy use We'll be able to give 
tl-iern the information, choices and control to make wiser 
energy decisions, c.onserve energy and save money, in a 
way that works best for them. 

The digital grid techriology investments we are making 
in  Ohio, and eventually in the other states we serve, will 
create a customer experience similar to other technological 
ievolutions. 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 c,ustomers to 
connect with us Today, in addition to person-to-person 
services, customers c.an c.ornmunicate with us via social 
media and online tools. so that we can respond more 
quickly to their suggestions and concerns Our storm 
feeds on Twilter - @DukeEnergyStorm, and Facebook 
http:/ /www facebook coiniDukeEnergyStorrn, are great 
examples of how w e  are reaching customers with 
information they want and need 

The efforts of our employees to offer prompt and 
effective customer servke 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 Assmiales 201 13 Electric Utility Resideniial Customer 
Satsfaction Study,'" Duke Energy Carolinas ranked highest 
among large utility companies in the South region, and our 

ELECTRIC VEHICLES 

SC)URCF G i W n  17rDnw -mi 

1 

2 

3 

Filling 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 

Even in regions iiiliere most electricity IS produced by 
coal, electric vehicles still reduce greenhouse gases 
by 25 to 30 percent over conveiitional vehicles 

- -  
Midwest operations moved up three spots to sixth place among 17 providers We are proud 
of our emcloyees whose actions embody our long-standing culture of safety and service 

Electric Vehicles 
We are working with the ranufac.turers c.f vehicles, hatteries, and charging stations to 

expand the adoption ot plug- in electric vehicles In 2010, the Electric Drive Transportation 
Association. of which Duke Energy is a board member. launched GoElectricCrive coni -- an 
online resource providing a wealth of plug-in electric veh:cle inforrriation The site indudes 
information abcut envircnrrental benefits. charging infrastructure. purchase incentives. 

http://www
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arid a virtual s / :ow~oo in  ,&. ' f?i :2-ir l  a.:d Saiie' calcillator siiiWis y i x i  the finarlri.21 a i d  
czrbon footprint savings 'rorn drivirg a plug- in electrc ,diic.le 

is gclod far the planet and gocd io1 mr profi:s Ihelpirig drive ?Iectr!c.i?f sales 
We'r? also helping io  shape state and federal policies and staiidards This technolcgj 

OLJTLOOK FOR 2011 AND BEYOND 

Throughout 2011, we will be planning fcr the integration of Duke Energy and Progrsss 
Energy and filing for merger approvals 'with darious federal and state regulators and 
shaleholders of both companies We wil l  ieverage our existing systems and evaluate best 

the top-tier management team for the combined company and have iiitegratiori planning 
teams in place These early decisions were designed to accelerate the integration planning 
process We are targeting to close the transac:ion by the end of 2011 

Our 2011 outlook assumes a slow economic recovery, continued progress on our 
modernization efforts, and stabilization of the competitive endironinent in Ohio We expert 
adlusted diluted earnings per share between S I  35 to $1 40 In addition. you can expect 

~ ~ _ _ . _ _  

An increase in the quarterly dividend of approximately 2 percent during 2011, subject 
to board of directors' approval 

Requests for inueases in customer rates to recover expenses incurred i n  constrLicting 
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 perf0rmanc.e 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 
clevelopment and service projects 

OUR CONSTANT DRIVE FOR PRODUCTIVITY GAINS 

The roughly 12 mill ion people who live in  our service territories and those who will follow 
depend on the decisioiis we make today to build the right infrastructure to power our world 
for the future 

Our persistent push for productivity improvements in every aspect of our business 
enables us to better meet the needs of a l l  our stakeholders This allows us to achieve our 
mission of delivering affordable, reliable arid clean energy today and in the years to coine 
Our pursuit cjf p r d u c t i v i i y  gains is at the core of all that we do It is making a better Duke 
Energy for our customers, investors, einployees, and coinmuni:ies 

We will remain sharply fOciJSed on these objectives and continue to deliver iresuits 
(oday. while investing for our future 

James E Rcgers 
C,hairriiaii. Presiderit dnd Chief Executive Officer 
hlarch 4. ZC! 1 



R PRIORITIES, PROGRESS, AND OUTLOOK 

and grid 

Aggresslveif manage 
capital and operating and 
malntenance cwf5 

Grow dd$udcd diluted EPS 
and the diiidm?d 

Maintain balance sheet 
strength 

fes tc, c r - c ~ ,  ~.bciptfXt as 
major constructian vo jecb  c-m on line 8 

m B@ir,g 2 0 1  z f j ~ t e d  dil&d EPS range 

r% Targnnp a l ong?m diuc~4m #i4?ii; range 
of 65 to 70 percent of adjusted CAuW EPS 

m Pro;& a dividend i o c r s i ~  in 20: 1 
(subject I9 Board d 0i;eGm dj'xi&m 

of $ 1  35*$1.40 

- -. . - .  
1 Maintain urent credit ntcnijs 
P Project no equity ks&??e5 through 2013 

based on current brsix?a pian 

Strate@dl.+ m p c m d  
to customer switching 
pressures in Ohio 

Strategically invest in the 
renewable energy and' 
International businesses 

Resrard to xtdiina: custorrer 
switching pressures in Ohio tfrri-ugh 
Duke Energy Re:a: 

Continue to evaluate investmen' 
oppcr k!~lties 



CORPORATE GOVERNANCE 

D OF DIRECTORS 

William (Bill) Barnet Ill Michael G. Browning Ann Maynard Gray 
Cnzirman Pie5 dent mil Cha rrndn ai d Pr%d?rlt F o r m e  VILIP 3resiJwt ABC lrir 
Cnief Executire Off cer 
The Barnet CO\TlgJlly lltL ai d 
Barrel Dewlopriiznt Corp 
clid i t  ante ciri n.fanag~menl CiJrnrnitW F!r'?niP dnJ ri .h 
Cornmrrrec iM<n,,6~mrrl i~ limit lo^ 1 armJ,llEP 

Alemter Nurlmr O.+ ~ h '  Di rc~ lc r  c' Dukr frercy 0 ' 1 1 ~  

Commil lee pred? erscr rompanie, < ncp !QcO 

Browning Investr-ipnts lric and lower P r z 4 e r i l  D iws i f i s i  
Piil~lishing Gro ip 01 kBC ini --- 

her i-r-rpurev 3 .~erii=mre I tza D rw1:r 

Mevber Cnmpensdicn C~mvfIPe 
r,nance ,nd Y,sh  ,%izmgemer;i 

D i ~ c f o r  cf Duke EnPrgf or '1s 
pri?iocPssor mmpaii es wnre 193.1 

- Daniel R. (Dan) DiMicco 
C,tiairnian, Presiden! and 
Chief Execulive Officer G .  Alex Bernhardt Sr. 

James H. (Jim) Hance Jr. Chairman an@ Nucor Corp 
Retired Vice Chairman ard Cliicf Exrcutice Officer 

Bei r,har(Jt r imture  COmQariy LorpGfaie GovwnanLe c  mindt tee Chief Officer 
Bank of Arnerira Corp 

Mtnitr I /111di1 Commitlee 
Nurlear Otrir igiV Ccmm~llw predeiowx companies m e  2007 ~b'3rr iorrpensafion Commtrfee 
Dceclor of Duhe Enwgy 01 11s 
predecPssor I ornpanie; s n e  1291 John H. F~~~~~~~ Liansgemeni Commrllpe 

Retired VICF Chairman. 
Executiw Vire President and 
Chief Fiiiancial Officer 
Northeast Utilities 
blrmber 4dd'f Ccmrndl~e 
Compens@on C~,r'trnillee and Partner 
Dire-lor 01 Duke €nergy or rk 
predecessor compantes slr;Le 2009 

Member Cornpensation Comnidl~e 

Director ol Duke Energy or i f s  
-__ - __ 

Member Finance and Risk 

3 i r ~ 1  :of of Duke Energy or 11s 
preilt-ressor cilmpsnies sme 7 J C 5  

E. James (Jim) Reinsch 
Retired Senior Virp Piesiderit 

eerhtel Group 
pembpr c,, jnce dnd Rlsh 
Managerntiit Lomnrllee Nuck=r 
Uwer.igh! Comrr,lt~e 

Dirrclor of D u k ~  Grew). or i h  
prPdF%essor scmpan ec s m e  ZCCQ 

Philip R. (Phil) Sharp 
Piesideiit 
Resources for the Future 
Menrber Aud/l Cornmillee ?.!u~:iedr 
Oversigtit Coinmillee 
Drrwtor Gf Duke Energy zinie 200i 
and 11s or@&cesscr compams : r i m  
1095-2006 



DlJKE ENERGY LEADERSHIP 

EXECUTIVE MANAGE!dENT 

James E. (Jim) Rogers 
Ciieirrnan. Presldert and 
Chiel E r e ~ i i t i ! ~  Off i i  Fir 

Richard W. (Rick) Haviland 
5i:nior Vice Precileni - 
Ciinstrwction ?ii8j M2jur Prolects 

David W. Mohler 
Senior Vice Presic!e,it and 
Cl i i? '  Technology 9f'icl;r 

Catherine E. Heigel 
Pr;1s!&?nt - 2l.ihe Energy 
Sciith C::roli?a Prrssiderit - Coninil;rcial 

E. Keith Trent 
Srcup Eteculive ancl 

Businesses 

Roberta B. Bowman 
Senior Vice Pres:dert mtl 
Chiel Sustairiabilil? Clficer 

Brett C. Carter 
President - Dbke Eiiergy 
North Carolina 

Douglas F. (Doug) Esarnann 
Piesident - Duke Energy 
lildlana 

Lynn J. Good 
Group Executive and 
Chief Financial Officer 

Dhiaa M. Jarnil 
Group Cxecuti?.e. 
Chief Generailon Officer and 
Chef Uuclear 3:licer 

Julie S. Janson 
President - Cuke Energy Ohio 
and Duke Energy Kentucky 

Gianna M. Manes 
Semr Vice President and 
Chief CiJsrorner Officer 

Marc E. Manly 
Grwp Executive. Chef Legal 
Officer arid Corporate Secretary 

William F. (Bill) Tyndall 
Senior V ce ?e.iilent - 
Federal Govcrnrilerit and 
?egulatory Affairs 

Jennifer L Weber 
Group Erecuiive. 
Human Reso!Jrces and 
Corporate Relaticns 



ENERGY AT A GLANCE 

U.S FRAPJCHISEC GEIKRATION DIVERSITY 
ELECTRIC AND GAS :percent owned capacity) 

nnw _. P 
sa Nuclear 19% 
S Natural Gasfuel Oi l  20% 
34 Hgdro 12% 

CUSTOMER DIVERSITY 
(in billed GWh sales) 

COMMERCIAL 
POWER 

DUKE ENERGY 
IRlTEiiNATIONAL 

%I Residential 34% 
1. Commercial 32% 
B3 industrial 25% 
2 WholesaldOther 9% 

GENERATION DIVERSITY 
(percent owned capacity) 

98 Coal 41% 
X! Natural Gas 44% 
3 Renewable 12% 

Other 3% 

GENERATION DIVERSITY 
(percent owned capacity) 

L! S Franchised Electric and Gas (USFE&G) rcnsists c f  
Duhe Emrgy's regulated generation. plertric and gas 
trsnsmission and diStrioUbGn systems USFE&G s generaiion 
pcrtfolio is a balanced mix of energy resources having different 
operating characteristics and fuel sourres designed to provide 
energy at the lowest possible cost 

Electric Operations 
3 Owns approximately 27,000 megawatts !MW) of 

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

P Service to approximately 4 million residential, commercial 

a Over 152,200 miles of distribution lines and a 20.900-mile 

. ________-_--- 

generating capacity 

estknatd populatron of 12 million 

and industrial customers 

transmission system 

Gas Operations 
ra Regulated natural gas transmission and distribution services 

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

Commercial Power owns, operates and manages wwer plants, 
primarily located in the Midwest, and a renewable energy 
portfolia. Commercial Power's subsidiary, Duke Energy Retail, 
serves retail electric customiirs in Ohio wiih generation and 
other energy services at competitive rates. Commercial Power 
also includes Duke Energy Generation Services (DEGS). an 
on-site energy solutions and utility services provider. 
% Owns and operates a balanced generation portfolio 

of approximately 7.550 net MW of power generation 
(excluding wind and solar generation assets) 

s Duke Energy Renewables currently has approximately 
986 MW of wind energy in operation anc! over 5,000 MW 
of wind energy projects in development. and owns 16 MW 
sf commercial sdar capacity 

Duke Ener,g International (DEI) operates and inaiiages power 
generarion faciliiies and engages in sales and marketing of 
electric power arid natural gas outside ihe L.! 5 DEI'S activities 
target power generation in Latin America. DEI also has an 
squib investment in Ma'ional Methand Go I a Saudi Arabian 
regional i;roducer of MTEE. a gasoline additive. 

+? t7v+ns. 5psrs:es or has ssbstanIial In!eresis in acpr::xiiiiately 
I1.2130 ne! VlV4 Gf generation faciliiies 

2 About 70 peiii.nt CI [;El 5 gtnerai!;:g sr;~aci:y ts 
!:ydrc;elec!ric 
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SAFE HARBOR STATEMENT 

furecasrs. assumptions, i isks and uncer!airities '?iuki. Energy 
and Progress Energy raa!!inn readers :hat any fcrward-looking 
s:&ment is not a guarantee or iuiurt: rer1orin:~iice aiiu rriai 

actual results could differ materially irom those containei in 
the forward-looking statement Such forward-lookir;g statements 
include. but are not limited to. stateveits about the berefits 
of the proposed merger involving Duke Energy and Progress 
Energy, !nclu:ding future [inancial and cperating resclts. Duke 
Energy's or Progress Energ's plans. cbjectives. excectations and 
iiiteiltions. the expected timing of completion of !he transaction, 
and other statements thst ere nclt historical f;.c:s Impcrtant 
factors that could cause actual results to differ materially from 
those indicated by such forward-locking statements include risks 
;ind uncertainties relating io: the ability to obtain the requisite 
Duke Energy and Progress Energy shareholder approvals: the 
risk that Quke Energy or Progress Energy may be unable 10 
obtain governnental and regulatory approbals required for the 
merger. or required governmental and regulatxy aFprovals rnay 
delay the merger or result in the impositir?n of conditions tnat 
could cause the parties to abandon the merger; the risk that 
a condition to closing of thi: merger may not be satisfied: the 
timirig to consummate the proposed mecger; the risk that ihe 
busiriesses will not be Integrated successfully: the risk that the 
cos1 savings and any o:her synergies from the transaction may 
not be fully realized or may tahe longer to iealize than expected; 
disrupticn froin !he transaction making i t  more diffic.Llt lo 
maintain relationships w,th customers. employees or suppliers; 
?he diversion of managevent time on merger-related issues: 
geiieral worldwide eccnoniic. conditions and related 
uncertainties; the effect of changes in gownmental regulations; 
2nd other factors discused or referred to in the "Risk Factors'' 
section of each of Duke Energy s and Progress Energy's most 
recent Annual Report on Form IO-K  filed with the Securities 
and Exchange Commission These risks. as well as other r i s c  

a5scLirtted with Ihe merger, tvil l  be wore f u l y  ijiscussed in 
n[ proxy s?a:ernenVpicspectus that wi!l be incliidecl in 
eiyraiion Staterrent on F r m  S - 3  that vfill be filed :viih 

Additional information on the merger and where to find it 

'5 G? a n y  sale of securi'i?s in 

iur i IwLl  orior tz rtgistratiw or qualification tin-el the sEcJri'ies 
laws nf ariy cucli J \ I ~ I S ~ I L ~  o i  11 coinecticn with the proposed 
iverger bei\veen LvAe Energy and Prx-ress Energy Duke Eiergy 
will file with t i e  SEC z Registration Skterrent Qn Form S-4  ihat 

Energy that also constitutes a prcspertus o' Duke Energy 
Quke Energy and Progress Energy will deliver th? joint proxy 
statemenvprospectus to tlieii resoective shareholders Duke 
Energy and Progress Energy urge investors and shareholders 
to read the joint proxy statementlprospectus regarding the 
proposed merger when it becomes available, as well as other 
documents filed with the SEC, because they will contain 
important information. You may obtain copies of all documents 
filed with the SEC regarding this transaction, free of cnarge, 
at the SEC s website (www scc gov) '4x1 may also obtain 
these dorumenls frze of charge. from Duhe Energy s website 
!www &ke-energy corn) under the heading "Investors" and 
then under the heading 'FinanciaisiSEC Filings ' 

j r i y  JJri5dlctbon fl &ich S,Cb G k  SCliCit;.ti;rl i'r &?I? \ V d :  he 

_I_-______ ___ 
iJglCSS 

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 Frogress Energy shareholders in favor of the 
merger and related niatters Information regarding the persons 
who rnay. under the riules of the SEC, be deemed participants in 
!he solicitation of Duke Energy and Progress Energy shareholders 
in connection with the proposed merger ~v i l l  be set forth in !he 
joint proicy statementiprospectus when it is filed with the SEC 
You can find informaiion about Duke Energy's and Progress 
Energy's executive ofiicers and directors in each of their most 
recent definitive proxy statement. Additional information about 
Cuke Energy's an9 Progress Enzr,gy';y's zxxutive officers and 
directors can be iound in the above-referenced Regisiralion 
Statement on Form S-d whzn it becomes available You c a i  
obtain free copies of !hese docunients from Cuke Energy and 
Frcgrsss Eiiergy w n g  .he $:cr,txt ii:foviation above 

D U K E  EhERGY CORFORATION , l  \ . ' I  - 
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INANCIAL MEASURES 

Adjusted Diluted Earnings per Share ("EPS") 
n L E L : %  . 
:?ilt:tsc EPS c ? i  51 43 Adjusted diluted EPS s a i?on-GAAP 
:,gei-,sr3lly axerited accowiing princiljles) firiancial mfast:re 
.'s !i rcprr-ser?. dr ut& EF;S from coi7tintiing cpfratlons 

adjiistcd 'or !lie per share impact of scecial items a d  the rnark- 

Eiie!git;y.s 201'3 Anrizal HeFor: Szfercnces 1010 adjusted 

r le to h k e  Energy Corporation ccmrnon sharehclders, 

- 

basis, akhough i t  is reasoriably possible such charges avd 
credirs ccujcf recur Mark-to-market adjustments reflect ihe 
riiarli-lo irarket impact of derivative contracts. which is 

c,oinlr~!rts do iiot qualify for hedge accounting or regulatory 
accouriliiig, used in Duke Ener.gy's hedging of a portion of 
llhe ccoricmic 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 
lo m;iW price volatility of the input and output commodities 
( e  g , coal p:;wer! and, as such, the economic hedging involves 
both p r t r c i l a m  and sales of those input and output commodities 
related :o the generation assets Because the operations of the 
generallm assets are accounted for under the accrual method, 
rr;anagcrr?crit Iielieves that excluding the impact of mark-to- 
n-market ciidriges of the ecovomic hedge contracts from adjusted 
e a r n k g  mtil settlement better matches the financial impacts 
of the hedge contract with the Dortion of the economic value 
of li-e tiriderlying hedged asset Management believes that the 
present,Itloil of adjusted diluted EPS provides iiseful information 
to investors. 2s it prevides them an addiiional relevant 
cornpsrisori d tlie company's perforniance across periods 
/\djUSted diluted EFS is also used as a basis for employee 
incentive bonuses 

nizc!l i n  GAAP earnings immediately as such derivative 

r x l y  corroarabie G W F  masure  tor 331Aed 
Idiiuied EPS #s reccr-ed ~!iii~fed EPS rrorn coritinLing oper?trons 
attnbutabie 'e iI Jh? E m &  5:rooratlcn ccrnnY n sl-a-ehclders, 
which includes tl-e iinpact of special items and the rrarh-to- 
market i r l lD3Ci j  of ?soncmic heSges in the Cr,mniercial Power 
segment The k!llrwirg is a reccncilialion :f reported diluted 
EPC frcni wntinuing o,erations to adJLsted dilsted EPS for 
2010 2009 arid 2008 
___-______ - - 

2010 2009 --- 
Dilu:ed EPS frvrn oritinuirig oper?tians 

Dilllied CPS lroin discoritimial operdions 

Diluted EPS from ertraordi i i~ iy items 

as ifpnrted 81.00 5082 B101 

<IS reported - 0 0 1  0 0 1  

- 0 05 si rfoortetj - 
Dilriled EPS as reported 81.00 $083 $107 
Adjustmerits to reuorted EPS. 
Diluted EPS from discoiltintied operations - (001) (001 )  

V I  05) Diluted EPS lrom eklraordinacy items - - 
Diluted EPS impact 01 special items 

and mark-lo-market in 
Cornmercial Power (see below) 0.43 0 4 0  0 2 0  

Diluted EPS. adlusted $1.43 51 22 $1 21 

The following is the detail of the $(0 43) per share in 
special items and mark-lo-market in Commercial Power 
impacting adjwskl dilwed EFS for 2010: 

~~~~ 

2010 
Diluted 

Pre-Tax Tax EPS 
(In riiillioris. eycept per-stlare ainoimtst Amount Effect l m l  
Goodwill 2nd other impairments $(660) S 58 S(0.46) 
Voluntary retirement illan ,& 

office corisoiirlatir,ri costs (172) 67 (0.08) 
Costs io achieve tlie Cinergl merger (27)  10 (0.01) 
Litigation reserve (26) 10 [0.01) 
Asset sales 248 (94) 0.12 
Mark-lo-market iincact cf economic hedaes 33 (12) 0.01 

b t n l  dcljusled EFS impact R0.43) 
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liilerriational transmission adjusttnent (32)  10 (0 02) 
Crescent rela!ed guarantees and 

tax atljiistrnents (16) 13: !O 02: 
Casls lo ;!chiwe the Cinergy ineiger (25) 10 ((3.011 

Total ,idiiis!ed EPS irnoact 16!0 40) 
__ .- __ 

The following is the detail of the $(0 20) per share in 
special items and mark-to-market in Commercial Power 
impacling adjusted diluted EPS for 2008 

~ 

2008 
D!ltiteii 

Pre-Tax lax EPS 
(In niillions ercept per sliare amounls) Amount Effpci lnipaci 

Cicscent project iinpairmeiils 5(214j $83 S(0 13) 

hkrk lo-market lmpdct of economic hedges (75) 27 (0 04) 
Co>k to achieve Ihe Cinerw inpreer (44) 17 (002) 

F m i s w n  c410wan( es im[,airrnent (82) 30 ,004) 

Total adiusted EPS irnoact $!0 20) 

2 0 1 1  Adjusted Diluted EPS Outlook 
Duhe Energy's 2010 Annual Report references Duke 

Energj s forecasted 201 1 adjusted diluted EPS outlook range 
of 51 35-91 40 per share, which is consistent with the 201 1 
employee incentive earnings target The materiais also reference 
the foiecasled range of growth of 4%-6?; in adjusted diluted 
EPS (on a compound annual growth rate ("CAGR") basis) froin 
a base oi adjusted diluted EPS for 2009 of $1 22" Adjusted 
diluted EPS is a non-GAAF financial ineasure as it representc- 
diluted EPS from continuing operations attributable to Duke 
Ener,q Corporation shareholders adjusted for the per-share 
;inpact qf cjecial items and rhe mark-tc-market impacts of 
economic hedges in the (;rtmmeri:ial Power segment Special 
items represent certain charges .and credits which manager:ierit 
hc.lifves wll not be r?cii!ring oil ,3 r?g!ilar basis, a!thoiugh it 

iich charges md c d i b  cc!.ild rewr 
:vlark-:o-niarket adjusiqents reilzct the mark-tomarket m p x l  
sf deri;.mi-;e cmtiacts which IS reccgnized .n GAAP earriing 

for fu:ure per.ods 

Adjusted Segment EBlT for 2009 and 2 0 1 0  

of adjusted segment EBlT for the years ended Cecember 3 1,  
2010 and ZOO9 The p rna ry  performance rr.eazure used by 
management to evaluak segment perfoimance is segment 
EBlT from continuing operalions, which at the segment level 
rearesents all prcfits from continuing operations (both operating 
and (ion-operating), including any equity in earnings of 
unconsolidated affiliates. before deducting interest and taxes, 
and is net of the inc.ome atxibutable to non-controiling interests. 
Management believes segment EBI'T from continuing operations, 
which is the G M P  measure used to report segment results, is 
3 good icdicator of each segment's operating performance as it 
represents the results of Dt:ke Energy's cwiersbip interests in 
coniinuir,g operatiom without regard to financing methods or 
capital structures Ddte Energy also uses adjusted segment 
EBlT as a measure of historical and anticipated future segment 
performance When used for future periods. adjusted segment 
EBIT may also include any amounts that inay be reported as 
idljcontinued operations or extraordinary items. 

AdjLs:ed segnent EBlT is a iion-GAAP financial ineasure 
as i t  represents reported segment EBlT adjusted for the impact 
Oi special items arid the mark-to marker impacts of ec:onomic 
hedges in the Coriirnercial Power segment Special items 
represent certain charges arid ciedits which iranagement 
believes will rici be reciurring on a regular basis althoiigh i t  
is reasonably possible such charges and credits cculd recur 
Mark-tc-market adjustmefits reflect the mark-to-market impact 
oi derivative cmtracts. LYhlch is reccgnized i': GAAP earnings 

dcciiunmg 21 regulatuiy accoun!ing, iised in Cuke Energy s 
hedging of J pcvtien of the c-conoriiic value of certain of its 
gener3ticn assets ir: the Coiiinierclal Pnwr segnie'it (as 
iiiccussed above under '.%ljusted Ciiuted Eirnings jjpr Shzre 
! EFS >'I Maager-imi believes that i k e  prEsentiti.m of adj!JSted 
segrneit EElT r. c~ides  ..si.fui iriformatir~ri 'c westcis, ts I; 

Duke Eiiergy's 2010 Arinual Report includes a discussicn 

sucti derivative ccntracts do riot qudify fcr hecge 



Case So. 201 1-124 
$ G D R  01-010 tttathnient 
P a p  1 o f  25 

20 PION GAAP FINANCIAL MEASURES 'I'I', : - I  

!in niillinricl 

Economic 
Reported Prl j  usted lnternalicnal Goodwill & HerJges 

Segnisn: Transmission Other Asset !klark-to- Segment 
E91T Adicstrnen: imiiairnients Market) €BIT 

U S Franchised Electric & Gas $2,321 3 -  9 -  3 -  $2,321 
Commercial Power 500 I (413) (60) 27 

365 Inleri1ational Eriergy 409 (26) !18l 
$2,713 

- 
__ 

- Total 2009 reportable segment EBlT 33.230 %?6) $(J3 1 I $!60) - - -_l_____l.._-__-- 

Adjusted Earnings per Share Accretion in Year One 
of Merger with Progress Energy 

Duke Energy's 2010 Annual Report includes a reference 
to Duke Energy's assumption lhat the merger transaction IS 

anticipated to be accretive in the first year after closing, based 
upon adjusted diluted EPS 

as it is based upon diluted EPS from continuing aperations 
attribuiable to Duke Energ] Corporation shareholden, adjusted 
for the per-share impact of special items and the ra:k-to-market 
impacts d economic hedges in the Commercial Power segment 
ias d isct iss~I  above under *Adjusted Diluted Earniilgs per Share 
('EPS.)"') The most directly comparable GAAP meastlre for 
adjusted diluted EPS is reported diluted EPS from continuing 
operations attributable to Guke Energy Corporation common 
sharehclders. which includes Ihe impact of spec:ial items 
(mc!i,di,ig costs-tc-achieve !he merger) and the mark-io-rnarkc-i 
impacts t?f econmic hedges !n the Commercial Power segment 
Gn if ic-por!ed dilutrJ EPS basis this tran.;act!on is not 
anticipated io be accrative diue tcr the letvsl of ccsts-:c-achieve 
ihe merger. D ! J ~  to ih? forward-!ookir!g nature sf this non-GAHP 
f nai:Ci.31 ineastire for iutu:e periqds. nform?tinn to recon:iie 
!t  to the inzst diiectly co!nparat:le G A M  f:nsncial 'neastire is 
ricit ai.ail&le at this time, 2 5  niawgernent is iinsble tG projec; 

s :r r:iark.to--nzrket adjilstnisn!s lor future ;eric.rJr 

This accretion assumption is a non-GAAP financial measure 

Dividend Payout Ratio 
Duke Energy's 2010 Annual Report 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 i i  is based upon forecasied 
diluted EPS from continiJirig operations attributable to Duke 
Energy Corporation shareholders, adjusted for the per-share 
impact cf special items and the mark-to-market impacts of 
economic hedges ii: the Commercial Power segment (as 
discussed a h v e  under "Adjusted Diluted Earnings Per Share 
( EPS'!"! The most directly cornparable GAAP measure for 
adjusted diluted EPS is reported diluted EPS from continuing 
operations anributable to Duke Energy Corporation common 
shareholders, which includes the impact of special items 
and the mark-to-marhet impacts of economic hedges in 
the Commercial Power segment. Due to the forward-looking 
nature of this non-GAAP financial measure for f t i t U V  periods, 
information tc reconcile it to the mast directly cirmparable 
GAAP f i r m c  <a memJre is rm mailable at this time. as 
inanagcriient is :inable to pr::ject special items nr  mark-to- 
market adjustments for future periods 
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Total Available Lfquidfty 
Lube Erergy 5 Z C - 0  Aiiiiual 2ewrt  i i l i l \ J t i t i S  a ~:t5;iis3icfi 

f cia1 jvaiiable t i~i i idiy T Q A  ava,isl.le liqu dit] 5 a risil-GPiiP 
r m - i a l  measure as It r f l j rewi ts  cash ano cash equivalzr$-s 
e ~ ~ 1 i i ~ i r - g  arlounis neto in foreign jurisnicticrs) ani! r z r i ~ a i ~ l r g  

a\ 3 i W ~ l t t y  iunrjer the master credit and regional Dank credit 
'ncilities The irost directly coinparaisle GAAP financial ineasdre 
'or ,,-mil3?e liquirlib~ is cash sild cash ecji.ivalents rhe followi-g 
s a reccncil atiori of total available IiquirJity as of Decen ber 3 1  
Z010, tr! We most directly comparable G M P  rileaswe 

____-  ------------ - ______I___-________ 

As of 
(In imillions) December 31, 2010 
Ca\h di'd cash Lyuiialents $1.670 

1724) Airnuiits beld in foreign jurisdictions 

946 
Ph~p hcniaintng availability under iriasler credit 

2,482 
i0l.11 dvailable liouiditv $3.428 

_ _ ~ _ _ _ _ - ~  

,ind regional bank credit facilities __ - 

Adjusted Operation, Maintenance and Other Expenses 

of adjusted operation, maintenance and other costs YO&M 
npenses') Adjusted O&M expenses is a non-GAAP financial 
measure as it  represents reported O&M expenses adjusted 
f3r the impact of special items and deferrals and rost recovery 
ciders Special items represent certain charges and credits which 
rnanagernent believes will not be recurring on a regular basis, 
although it is reasonably possible such charges and credits could 
recui The nimt directly comparable GAAP measure for adjusted 
CJ&M expenses is reporied O&M expenses, which includes the 
irnpact of special items The fcllowing is a reconciliation of 
adjusted O&M expenses lor the years ended December 31 2010 
and 2009 to the most directly comparable GAAP measure 

D1Jk Energy's 2010 Annual Report includes a dfscusrion 

!In inillionsi 2010 2009 

Operation maintenance ani1 other !a! 83,825 33 313 
Transfers to capital (bi 108 119 
Less: 

Wuntaij ,  retiierrtent plan 8 
office cniisolidation ~051s ( c )  (164) - 

International transmission adjustmerit  i c )  - 130) 
Costs to ac!x.e the Cinergy merzer ! c i  (4) (5) 
Seierrals reccverables. arid ljlher Id! 1343) (a51 
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Annual Meeting 
The 7Oi 1 Anrual Meeting of 
Cuhe Energy Sliarehclders 
will be 

Pate Thursday, M a y  5 501 1 

Time. 10 a in 

Place, 0 J bl~ller Puditorium 
Energj Center 
5 2 6  South Church Street 
Charlotte, NC 28202 

___---____-__ 

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

Send written requests to: 

Investor Relations 
Duke Energy 
PO Box1005 
Charlotte, NC 28201-1005 

For electronic correspondence, visit 
www.du ke-energy com/investors:' 
contact1 R 

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 
Cnrvorate horre pags: 

~ ilveslor Relations: 
www duke-energy coni 

www duke-energy coni, Inveslors 

ImestorDirect Choice Plan 
The IrlvestorDirect Choice Plan 
provides a simple and convenient way 
tn - "P ? n  ___ 

through the company, without incurring 
brokerage fees Purchases may be 
inade 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 deposii or cash 
payment of a portion of the dividends 
Additionally, participants may register 
for DIJK-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-energ. 
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 duplirate 
mailings of annual reports, proxy 
statements and other shareholder 
informijtion. Call Investor Relations for 
instructions on eliniinatirig duplications 
or combining your accounts 

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

Dividend Payment 
Duke Energy has paid quarterly cash 
Dividends on its common stock for 
83 cofisecutive years For the remainder 
of 2 0 1  1, dividerids Gn common stock 
are expected io be paid, subject to 
declaration by the Board of Directors, 
cn June 16. Sept 16 arid Dec 16. 

If yoti have questions regarding your 
bond account, call 800-2542826, 
or write to: 

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

Send Us Feedback 
We welcome your opinion on 
this annual report. Please visit 
www duke-energy comiinvestors, 
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 securitles. 

ProCuc:s will1 a M i r e d  Sources 
label suppoi! Ilie drvelopmenl 01 
responsible forest management 
bwrldwirJe The vi& mines 
lroin Forest Stewardship Council' 
IFSC) "-cetlifietl well-matiaged 
{ores&, company controlled 
';UUICBS wi:'or recyc!ed rnjlerial 
This aniiuai reporr 1s liririted on 
pzper r - l ~ ~ t i i i l a c t ~ ~ ~ d  w l h  e i i e q  
penera td  frcini !el:evable sources 

FSC 
-.rlyrn 

MIX 
PI"., bcm 

,.Lpwdbh I"".E.. 

FSC C0157Bz 

http://duke-energy.com


A t  Duke Energy. we make people's lives better by 
providing gas and electric services in a sustainable 
vvav - affordable, reliahle 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 30 the right thing We honor our 
coininitmerits We admit when we're wrong. 

Openness: We're open to change and to new ideas from 
our co-workers. customers and other stakehclders We 
exGIore ways to gob;< our b u s h e 5  and make i t  better 

Passion: We'% passionate abou: what we do We strive 
for excellence \Ne take persorial accountab.lit?/ for 
our actions 

Respect: We vdiue tlikerse taleiits. pErspec,iives and 
erperiences )!de treat sthers the way; \eve want to 
be t rsataj  





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: ,\priI 28.201 1 

STAFF-DR-01-0 I 1 

REQUEST: 

D d y  r; I ’  iH+e, 7 a ,-,r t i?P  nt w, n 1- p ‘ ~ -  . . .  -- ’ ’ ”* ‘ L A -  

Testimony”) The testimony indicates that Progress’s 2010 annual report is attached as 
Exhibit C to the application, however, Exhibit C is identified as Progress’s 2009 annual 
report 

a Explain whether Joint Applicants intended to the include Progress’s 201 0 annual 
report as Exhibit C but inadvertently included the 2009 report, or whether the 
testimony intended to reference Progress’s 2009 annual report 

b Explain whether Progress’s 2010 annual report is now available If yes, provide the 
report If no, state when the 2010 report will be available 

RESPONSE : 

a 

b 

Joint Applicants intended to include Progress 201 0 annual report 

Please see Attachment Staff DR-0 1-1 1 b 

PERSON KESYONSIBLE: Holly H Wenger 

I 
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DEAR SHAREN43LEERS: 
This report in early spring 2011 comes after a year of strong 

results ar Progress Energy and during a ;ime of major 

transition for our company and industry I am very pleased 

wi th  how our employees continue to build on success in 

our core mission of serving cusromers and in our finzncial 

:elurns for shareholders 

Our company and Cuke Energy, our utility neighbor based in 

CharloW, N.C , tinmerice!! a strategic business cornbiriatiori 

IC &war  i. 20! 1 @,Ice approved. ?his combination iviU 

create ihe larpsr :.itiliiv in the United Slates WE believe 

this is i! natura! 5t tha! wi l l  benefit both customers a!id 

shareholdm I: will mean a stronger cnmpany positioned 

io create a beiter iulure. 

Meanwhile. as we move through thc mnsrger appr:?vai 

process 2011 and p!an how O E S ~  tc integra% the twg 

organizations. w e  are kec-ping a si-arp focus on excelling 

in the daily fundamentals and meeting our current 

responsibilities In i k k  business, we can't afford to miss a 

beat Operational focus and financial disciprine ;re essential 

even as we adapt 13 a changing industry and prware for the 

decades to come. 

2D'M flerfonrnasrce 
Progress Energy delivered a 12 6 percent toial return io 

shareholders in 2010 (dividend plus stock-prir.e arp:eciation 

%r L+E 12 ino!lli is! 3rd fnr t k  fifth ccnsecrrh year 

achieved ongoing earnings per share in o w  original tarceied 

range or higher Helped by favoiable weather, 'w siightly 

exrwded ?he top end at the range in ZC10 We ais0 

maintained DUI long record of csmcnitmen? 10 the dividend 

The ecmomy is s/ol/;iy reatering in the areas we s e w  
in the Carolinas arid Fierida. Our net everage nuniber ai 



total customers grew by 14.000 in 2010. including :he An inimtry in isanrii6m 
_ _ _ ~ - -  

encouraged hy the prospects for growth in our customer 

base and the overall economy 

Progress Energy provided reliable. afiordabie service to 

ow 3 1 miliion customers even in a year that had more than 

its share of severe weather and extreme temperatures. 

VVe also were pleaseG that the Florida Public Service 

Commission approved a constructive rate settlement that 

stabilized our base rates through 2072 

Our company co:ltinuej to earn positive external recognition 

for efivironmental stewardship and customer service 

Progress Energy was named TO the now Jones 

Sustainability Index for the sixth consecutive year, and 

Progress Energy Carolinas was ranked third in the Scuth 

and f ir i i i  nationwide in customer satisfaction among large 

tltilities in the latesl J.D Power and Associates survey of 

b!isiness cusiorneis 

edge oi a long-term transfomatior, It is being driven by 

new governmental pclicies, technological developments a d  

aging facilities, as well as by chafiges in our economy and 

cusiotner ij;;tavior 

This transformation will require retiring older coal-fired 

planis. modernizing the electric grid and investing in clean 

energy facilities f i a t  range from large nuclear plants to small 

renewablewergy projects And it will require uriderstanding 

electricity customers at a deeper level These and other 

changes will mean an averali power system tl ial is getting 

smarter, cleaner and more secure 

Making these changes wi!l requiie Enormous capital 

investments that wi l l  be reflected in what customers pzy for 

electricity Along wiih others in our industry. I am advocrjting 

that w e  work in a collaboraiivr: way w i i h  policymakers arid 

regulators to manage this transition in a cost-effeciiw, 



ordeily way WE need a fiexible, balanced approach to energy 

and envircnmenrai poiicy til- L u  i I %;ubi 

impact on custoiners and maintains the reliability of service 

fhar wderpms our economy and kvzv of life 

A sirf;legE@ merges 

Progress Energy and Duke Energy will merge in a siork for 
stock transaction acrarding to the definifive merger agreement 

unanimously approved by both companies’ boards of directors 

in January 2011 This strategic cambiratron, to  be known by 

the Duke Energy corporate name, vvili have an enterprise 

value of about $65 billion and a regulated customer base of 

more than 7 million households and busi iwses iii SIX s tares 

By joining forces w t h  Duke Energy, ouf neiijhbor for mcre 

-~ 

transformaiion occurring in our inductry and hold dsNn some 

of the rate pressure on our customer? The combined 

company will have greater financial strength to support 

poiential dividend growth while raising The large 3moLiiits 

of caoital needed i o  rnodernne our system. meet iew 

environmental rules and keep up with population growth 

Later this year, shareholders wil l  receive more infmnaiion 

about rhe Duke Progress merger and the opportunity tovote 

on the transaction The merger must be approved by the 

shdrcholders of both companies and by several state and 

5iraacial Dziz.. 
Opera?ing revenues 

income i!om ecntinuing opemiions 

Ongoiiig earriings per c a m o r !  siisie’ 
F!epoi%cl GAN earnings per r.crnmi;n share 

Aver ace comnion s h e s  outstanding 

G Q ~ B D B  S%wk gatz 
Returri on average common stock sqtiity iperientj 

Book ra!w per co:nvor: share 

Marker MICE per commor! share [closing) 

. .  . ..!.r 3.=x 1 ,  .C.- 

2003 

F9,8G5 
757 
843 
3 03 
2 71 
779 

8 13 

s33 53 
$41 cil 

?U08 

$CI,lEI 
830 
778 
2 96 
3 17 
262 

9 59 
$2 97 
$39 85 

3 
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tedeial agencies We ZE targering a closing by the end of integration planning 10 ROSitlOn the combined Duke-Progress 

___I -09 ----__- --.__ ~ ___-____ 
&*..I ,G-cII . I  
A I  

president 2nd chief executive officer of the new company 

Duke Energy's curient chairman, president and chief executive 

officer, Jim Rogers, wiil bzcume the executive chairman. 

Fnwsed ota the  hiisiaess at h m d  
Merger approvals arid in-egratioii planning wi l l  require 

attention in 2011 Even 53, N e  aie keeping our main focus 

on the bnsiness at hand -his year at Progress Energy, arid 

we have a dear plan for sticcess 

Our approach starts. as ilways. with a relentless focus 

on the fundameniais of t i s  business safety. operational 

exLellence. customer satisfaction and aggressive cost 

management it also incl.:des continuing effoits to foster a 

workplace culture wi th  high standards of personal behavior 

and accouritabilitv This culture i s  a prime reason \.ye are able 

to attriict and retain the i igh caliber of employees we need 

In addition. our company has icur areas of special focus in 

2011. [ i )  improving :lie overall performance of OLir riuclear 

plants, 12) acceieraring Cnntinuous Business Excellence 

C!II  cmpanywide initiative la irnprave efficiency and 

service while achiwing custainable savings, (31 optimizing 

cur Balanced S o l i i t m  St-ategy a diverse portfok of 

i n w m e n t s  that enatie kic 10 eieei ccs?omers' growii;g 

IlEEdS and new p : h k  poi-Lies ~whiie creaiinc; long r em vaIue. 

m i  Vt! ach eving tin!ely rierger aprrovais and t-iiec:ive 

B u i i d i q  zi e t a ~  come ~t i ons 
Progress Energy has k e i r  rlosely ronnerted to the coirmuriities 

we serve for more than a century, and we're proud of our 

long tradition of dependab!e service and active community 

involvement We also 'end to have long-term connections 

with our shareholders, based on our consistent track record 

of financial performance and the reliability of our dibidend 

In this time of transition for our company and inaustry. the 
merger w i th  Duke Energy represents a unique Gpportunity 

We can burk! on the sicressfril history of our two covpanies 

and form new connections on a larger scale Slay tuned for 

more informatron about the merger in the weeks ahead 

In closing, I want ?o expross my d e ~ p  appreciation for the 

superb commitment and hard work 01 our employes and for 

the confidence that so many of yot: reading this report have 

shown in Progress Energy We're intent on earning ycur 

confidence day after day as we manage the present. create 

the futuro 2nd build i i e ~  connecticns 



Caaiionary s?asemen:s regsrdizg 
fomard-fo&ir,3 k%m;?tiw 
This d.xurns;it cmains i@wxHaokii t i j  siaiements i:iitii3 i ! ~  

manirg of tiiz Pri-efc 3ecixi::Ss : tiga!ioq Aslo;r.il F c :  c f  i9Y5 

ph:;ses si;ch ;is 'ma\-; ' 'w!!.' 'ani!CipalE." 'Esiimate.' 'expect. 
:njs:!. ' i:iteiid, ;ilzri," . bcii:?~~ " "tar@," fnrGcasi. ax!  other 

words ar~d iernis of similar meaning Fowiird-looking sta:ernents 
in-olve eStim2iex expectzhis, projections. goals, forecasts. 
r;sjilmpTions. risks and Ililceilainiies kog r~ss  Ensrgy caiiiians re?iders 
lhat any tonvard-!oWng siatement is not a guaCEEFili icicle 
performance arid that actual results couid differ materially from those 
contained in the forward-looking statenitnt Such foraard-looking 
staremen!s include, but are not limited tn. statements about the 
beriGrs of the pfopose? merger iswolviq Duke Energy and Progress 
Eneigy. including future financial and operaiing results, Progress 
Energyi or Duke Energyi phns. objedives. expectations atid 
intentions. tha expected timing of cornpietion of the transaction, and 
other sra%Tr!?.'r.t that ;re not tristoiical fdols !mporlanl facrors that 
couid cause actual results 10 niateriiliy from those indicated by 
such forward-lookifig staternenis include risks and uncertainties 
relating to the ability loobtain the requisite Dirke Energy and Prog:ess 
Energy shareholder approvals, ihe risk thzt Progress Energy or Duke 
Energy may be unable to obtain gowventa t  and regulatory approvals 
required for the merger. or required yrrvr7mrnentr;l and iqulaton: 
approvals may delay the merger or result in the imposition of conditions 
that could cause the parties to abandon the merge:, the riss that a 
condirioii to closirig 01 the merger way noi be sa!isiied. ihe t mirig to 
consummate the proposed merger the risk that the businesses wbl! not 
be iniegeied sucLTssfully. t+e ( ~ S K  t E cost savings aria iiny oiher 
synergies irom the transaction rriay not be fully realized o: may rake 
!gnger to realize than expected, disruption from t h ~  iransactiar making 
ii mgre d i f i c i l k  to niairtain relationships v i rh  custilmecs, employees 
or suppliers. the diversion of niiinagun:ent time oil meigewelated 
issues, gelera1 woildwide economic conditions and related 
:iiice:laintiEs. the effeci nf changes in gocernmenta! ?Hpki ions and 
athe! factois we d i s t w  or iBfer 10 in ihE 'Risk Factors.. SeCticri of OJl 

30s: ierent Annual Report on f1.7 7 G - R  5led lv,i:ti t i ik  Se:;~rities NU 

&change Cornmission (SEC) Ihese '!skj as wII as othe! r!As 
ciaied mith ?he rn5rg.r. i 4 i  lie moie fully dkxiissed ir: :lie joint 

o:oxy statenerii;'prospPcrus ;ha1 wiil be incladed in the Reqistrario? 

l c o k n ~  statements ;is ?!oiczliy id. 

tiisc~sseLi I:: Progress Enerp's an i  3uke f ! ! , ~ : p ' s  reparrs fi1t:J ,wi!h ili? 

SEC a:id a-ailakie at ihz SEC's \::etsile ai w x w s e c  cyv  Each 

inr;;.a:ri-loo%iiig s!6twr\hi:t speaks an!%; as o i  f ie  :Xis ai t ke  :r.rticuki 
s%:erne'i! a> imth5r Pragiess En. 

congitu!e an o h  12 SEII 3- the solioitation of 
:itiils GI a so1iri:xic.n of a'i.1 KGC or appiocal. 

WY >"ill the!? be SI\' i ~ l a  (jf i;eCi!iltiej i n  any jcrisdic!ior! in which 
such offer. soiicitaiicn x sale would ix tiiilavdu! mor 70 registration 
or ma!ifics!ion iirider the securities Iw ;~  of any sscb jiirisdiction lr! 

, .  

Staiemerit O:I Form S-4 that will include E joint p ray  statement of 
Ouke Energy and Progress Eneiciy that also constitms a prospectus of 
Duke Energy Duke Energy and Progress Energy will deliber l i e  joint 
proxy sraiemeiii'prospatLs ?o their respecrive shxel~ol~er:. Duke 
Energy and Progress Energy urge investors end shareholders 
to read the joint proxy statementlprospectus regarding the 
proposed merger when it becomes avai!able, as well  as other 
docilrnents filed with the SEC, because they will coniain 
important informztion You may ohiair. copies of all dacumenis filed 
wiih the SET, regarding this ifansaciiop, f w  of ckige-. at the SEC's 
website (www.sec govl Yov may also obtain these documents. free 
of charge, from Duke Energy's website Iwww.duke-energyxorn) 
ondar the heading *Investors" and then tinder the heading "Financiais/ 
SET, Filings " You may alsn obtain these documents. free of diarge. 
from Progress Energis w h s i t e i L w w  prigress-energy.comlinvestorl 

Pgrticipacts ia tb0 merger sokitation 
Duke Energy, Progress Energy arid their respective dirsctors. executive 
officers an i  certain niher members of martagernerii arid employees 
inay be soliciting proxies from Duke Eiiergy aiid Progress Energy 
shareholders in favor of the merger anrj relzted matters Information 
regarding the persons vhornay, iirlder t b  rules of the SEC, be deemed 
participants in the solicitation 3f Duke Energy and Progress Energy 
sharetictideis in connect:oii with the prooosed rnfrger \bill be set forth 
in the joint proxy s~ateinent!praspectiis when i t  is filerr with the SEC 
You can finc inioin:a!ion about Duke Energy 5 execi!iive officers arid 

PJaicli 17. ?Oil Vxi en iind inform. abckit ! ' iugiex Energys 
tilie : m y  sta:zmn! filed 

with i i i e  SEC uil Uarcii 31, 201; Addltior:ai infomation about Ilklie 
. nnr: 3irscrxrs an5 Fr:.g;esr Fneigy's 

..:o!s can be i c l u ~ !  i3 t i t ?  abrvs-refwmec! 
Rsgrsiiatim Sta~emmi 3:) FcJ~?~ S d w k i t  it becori;e:s evailajie You 

s cf these docurner!rs fr 

diiectors in i ts de5ni;:ve plOSy StaterriErii z k d  
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The matters discussed throughout this Annual Report 
that are n o t  historical facts are forward looking and, 
accordingly, involve estimates, prolections, goals, 
forecasts, assumptions, risks and uncertainties that could 
cause actual results or outcomes to differ materiallyfrom 
those expressed in the forward-looking statements Any 
forward-looking statement is based on information curl ent 
as of the date of this report and speaks only as of the date 
on wh ich  such statement is made, and w e  undertake no 
obligation to update any forward-looking statement or 
statements to reflect events or circumstances after the 

* 

e 

- -.------_I_____ ~ ~ _ _ ~  date o n  wh ich  such statement is m d e  _I_ 

* the inherent risks associated with the operation and 

the ability to successfully operate electric genei ating 
facilities and deliver electricity to custc7ers,  
the impact o n  our facil i i les and businesses from a 
te  rro ris t a tta c k, 
the ability to meet the anticipated future Geed for 
additional baseload generation and associated 
transmission facilities in  our regulated service 
territorres and the accompanying regulatory and 
financial risks, 
our ability to meet current and future renewable energy 
rea u irements, 

In addition, examples of forward-looking statements 
discussed in  this Anriua! Reportinclude, butare notl imited 
to, "Management's Discussion and Analysis of Financial 
Condition and Results of Operations" including, but n o t  
Iirnited to, statements under the following headings a)  
"Merger" about the proposed merger between Progress 
Energy and Duke Energy Corporation and the impact 
on  our strategy and liquidity, b) "Strategy" about our 
future strategy and goals, c) "Results of Operations" 
about trends and uncertainties, d) "Liquidity and Capital 
Resources" about operating cash flows, future liquidity 
requirements and estimated capital expenditures, and e) 
"Other Matters" about the effects of n e w  environmental 
regulations, changes in the regulatory environment, 
meeting anticipated demand in our regulated service 
territories, potential nuclear construction and our 
synthetic fuels tax credits 

Examples of factors that you shauld consider with respect 
to any forward-looking statements made throughout this 
document include, but are not  limited to, the following 
* our ability to obtain the approvals required t o  complete 

the Merger  and the impact of compliance with material 
restrictions or conditions potentially imposed by 
our regulators, 

0 the risk that the Merger  is terminated prior to 
completion and results in  significant transaction costs 
to  us, 

* our ability to achieve the anticipated results and 
benefits of the Merger, 

0 the impact of business uncertainties and contractual 
restrictions while the Merger is pending, 
the impact of fluid and complex laws and regulations, 
including those relating to the environment and 
energy policy, 

e our ability to recover eligible costs and earn an 
adequate return o n  irlvestment through the regulatory 
process, 

potential construction of nuclear facilities, including 
envi ran men ta I, he a Ith, s af ety, reg u la tory a n d 
financial risks, 

* the financial resources and capital needed to comply 
wi th  environmental laws and regulations, 

* risks associated with climate change, 

* weather and drought conditions that directly influence 
the production, delivery and demand for electricity, 

* recurring seasonal fluctuations in demand for 
electricity, 
the ability to recover in a timely manner, if a t  all, costs 
associated with future significant weather events 
through the regulatory process, 

* fluctuabons in the price of energy commodities and 
purchased power and our abil ityto recover such costs 
through the regulatory process, 

e our ability to control costs, including operations and 
maintenance expense (O&M) and large construction 
projects, 

., the ability of our subsidiaries to pay upstream dividends 
or distributions to Progress Energy, Inc holding 
company (the Parent), 

the ability to successfully access capital markets on 
favorable terms, 

0 the stability of commercial credit markets and our 
access t o  short- and long-term credit, 

0 the impact that increases in leverage or reductions in 
cash flow may have on us, 

e our ability to maintain our current credit ratings 
and the impacts in the event their c ied i t  ratings a le  
downgraded, 

Q the investment oerformance of our nuclear 
decommissioning trust (NDT) funds, 

current economic conditions, 



* the investment performance of the assets of our 
pension and benefit plans and resulting impact on 
future funding requirements, 

* the impact of potential goodwill impairments, 
* our ability to fully utilize tax credits generated from the 

previous production and sale of qualifying synthetic 
fuels under Internal Revenue Code Section 29/45K 
(Section 29/45K), and 

* the outcome of any ongoing or future litigation or 
similar disputes and the impact of any such outcome 
or related settlements 

Many  of these risks similarly impact our nonreporting 
subsidiaries. 

These and other risk factors are detailed from time to time 
in our filings with the SEC All such factors are diff icult to 
predict, contain uncertainties that may materially affect 
actual results and may be beyond our  control N e w  
factors emerge from time to time, and it IS not  possible 
for management to predict all such factors, nor can 
management assess the effect of each such factor on 
Progress Energy 



r 

_ -  Management's Discussion anti Analvsis of Financial i; 

Condition and Results of 0pe:abons ( M f l & A \  contains 
forward-looking statements that involve estimates. 
projections. goals, forecas:s. assumptions, risks 
and uncertainties that could cause actual results or 
outcomes to differ materiallyfrom those expressed in the 
fo i w a  rd - looking stat e me nts PI ease review "Safe H a r b o r 
for Forward-Looking Statements" for a discussion of 
the factors that may impact any such forward-looking 
statements made herein As used in this report, Progress 
Energy, which includes the Parent and its regulated and 
nonrequlated subsidiaries on a consolidated basis, is a t  
times referred t o  as "we," "us" or "ou r "  

MD&A includes financial information prepared in 
accordance with accounting principles generally 
accepted in  the United States of America (GAAP), as 
well  as certain non-GAAP financial measures, "Ongoing 
E a rn  i n g s " a nd " B a se R eve n u e s," d i s c us s e d be Io w 
Generally, a non-GAAP financial measure is a numerical 
measu re of f i n a n c i a I p e rfo rma nc e, f in an c i a I position 

On January 8, 2011, Duke Energy Corporation {Duke 
Energy) and Progress Energy entered into an Agreement 
and Plan of Merger (the Merger  Agreement) Pursuant 
to the Merger Agreement, Progress Energy will be 
acquired by Duke Energy in a stock-for-stock transaction 
(the Merger) and continue as a wholly owned subsidiary 
of Duke Energy Consummation of the Merger is subject 
to customary conditions, including, among other 
things, approval of the shareholders of each company, 
expiration or termination of the applicable Hart-Scott- 

the extent required, from the Federal Energy Regulatory 
Cornmission (FERC), the Federal Communications 
Commission, the Nuclear Regulatory Commission (NRC), 
the North Carolina Utilities Commission (NCUC), the 
Kentucky Public Service Commission, the South Carolina 
Public Service Commission (SCPSC), the Florida Public 
Service Commission (FPSC), the Indiana Utility Regulatory 
Commission and the Ohio Public Utilities Commission 

-.-m, :G 

or cash f lows that excludes (o r  includes) amounts that 
are included in (or excluded from) the most directly 
comparable measure calculated and presented in  

See Note 25 for additional information related to the 
Merger  

accordance wi th  GAAP The non-GAAP financial 
measures should be viewed as a supplement to, and 
not  a substitute for, financial measures presented in  
accordance wi th  GAAP Nan-GAAP measures as 
presented herein may not be comparable to  similarly 
titled measures used by other companies Additionally, 
w e  may collectively refer to our electric utility 
subsidiaries, Progress Energy Carolinas (PEC) and 
Progress Energy Florida (PEF), as the "Utilities ' I  MD&A 
should be read in conjunction with the Progress Energy 
Consolidated Financial Statements Certain amounts 
for 2009 and 2008 have been reclassified to conform to 
the 2010 presentation 

1 ppfq r j  Di': CTI f: F2 

Our reportable business segments are PEC and PEF, 
and their primary operations are the generation, 
transmission, distribution and sale of electricity in 
portions of North Carolina and South Carolina and in  
portions of Florida, respectively The "Corporate and 
Other" segment primarily includes the operations of the 
Parent, Progress Energy Service Company, LLC (PESC) 
and other miscellaneous nonregulated businesses that 
do not separately meet the quantitative requirements as 
a separate reportable business segmenr 

The Merger  Agreement includes certain restrictions, 
limitations and prohibitions as to actions we may or 
may no t  take in the period prior to consummation of 
the Merger  as discussed below At  this time, we do not  
anticipate modifying our 201 1 strategy discussed below 
but cannot predict the impact consummation of the 
Merger  wil l  have on our long-term strategy The combined 
company's expected balance sheet and credit metrics 
are anticipated to enhance our growth opportunities and 
strategic options 

We do notexpect the Merger to have a significantimpact 
on our cash requirements and sources of liquidity during 
201 1, except that w e  do not  expect to issue a material 
amount of equity Pursuant to the Merger Agreement, 
only limited equity issuances through certain employee 
benefit plans and stock option plans are permitted 
Additionally, the Merger Agreement restricts our ability, 
without Duke Energy's consent, to increase the common 
stock dividend rate until consummation or termination of 
the Merger  Agreement Total capital spending and the 
extent to which we can obtain financing through long- 
term debt issuances are also limited 

The Parent's credit facility expires May  3, 2012, and the 
combined shelf registration statement for the Parent, 
PEG and PEF expires November 18,201 1 The timing and 
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structure of refinancing the Farent's credit facility and 

SEC be  evaluated as more 
the Merger and integration are developed (see "Future 
Liquidity and Capital Resources - 'Iedit Faciiities and 
R e g is t r a ti on Stat e m e n t s " b e I o w  ) 

i --- ;cr  aEqF$RpJ$fijf-E 
the combined shelf with the W e  are implementing a comprehensive improvement plan 

designed to strengthen and align the performance of our 
nuclear fleet We are cammined our nuclear 
f leet performance to a consistently high level of safety, 
reliability and value To do that, w e  have made a number 

The companies are targeting for the Merger to close 
by the end of 2011 Until the Merger has received all 
necessary approvals and has closed, the companies wil l  
continue to operate as separate entities Accordingly, 
the  information presented in  this Form 10-K is presented 
or1 a pre-merger basis. 

strategy 
We are an integrated energy company primarily focused 
on the end-use electricity markets. We o w n  two electric 
utilities that operate in regulated retail utility markets 
in North Carolina, South Carolina and Florida and have 
access t o  attractive wholesale markets in the eastern 
United States The Utilities have more than 22,000 
megawatts (MW) of regulated electric generation 
capacity and serve approximately3.1 million retail electric 
customers as well  as other load-serving entities 

We have a strong track record of meeting our financial 
commitments We have maintained liquidity and financial 
stability and sustained our dividend rate during the current 
economic downturn, and w e  believe that w e  have good 
prospectsfor growth oncetheeconomy beginsto recover 
In terms of our priorities for Progress Energy as a whole, 
w e  f irst focus on  excelling in the fundamentals of our 
business These fundamentals include safety, operational 
exc e I I en c e, c u st om er service, c o iis is te n tl y a c hi eving o u r 
f inancial objectives, maintaining constructive relations 
wi th  regulators, political leaders and the general public 
as wel l  as an internal focus on strong leadership that fully 
engages our workforce for high performance In addition 
to excelling in these fundamentals, management has the 
following four focus areas for 201 1 
Q Improve the performance of our nuclear fleet 

Q Accelerate Continuous Business Excellence 
* Optimize our balanced solution strategy 

Achieve effective integration planning and timely 
merger approvals 

Ci)e\4T3MBIOUS BUSINESS EXCELLENCE 

For the past several years, w e  have been applying a 
continuous improvement framework to our operations 
through our Continuous Business Excellence initiative. 
Through a disciplined approach to identifying and 
eliminating waste and continuously improving our 
business, w e  are developing sustainable process 
improvements We are gaining a clearer understanding 
of our cost drivers and of  the dynamics shaping our 
near- and longer-term workforce planning needs. In 
addition, w e  have been applying the "Lean" process 
to  our operations (Lean is a set of principles, tools, and 
techniques for improving the operating performance 
of any business) During 2010, we held more than 200 
Lean events, a 50 percent increase over the prior year 
The process changes resulting from these events are 
improving our safety and operational performance, 
enhancing the productivity and engagement of our 
employees, managing our rising costs and, ultimately, 
increasing customer satisfaction 

YALANGED SOLUTION STRATEGY 

Our balancedsolution strategyis a portfolio of investments 
and initiatives to meetfuture customer needs and evolving 
public policies in  a way that creates long-term value for 
our customers and shareholders The strategy is focused 
on expanding the diversity of our resources, including 
energy efficiency, alternative energy and a state-of-the- 
art power system Expenditures to  achieve our balanced 
solution are anticipated to be recoverable under base 
rates or cost-recovery mechanisms implemented by our 
state jurisdictions Updates on our implementation of this 
strategy are discussed below 

First, w e  are continu,ng to expand and enhance our 
demand-side management (DSM), energy-efficiency 
IEE) and energy-conservation programs We have 
implemented customer energy-saving programs, provided 
customers with incentives for efficiency improvements 
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and expanded our customer education and outreach 
efforts In addition, we are a leader in the tttiliry industry 
in promoting and preparing for plug-in electric vehicles 
We are participating, along with nine olher utilities 
across the nation, in Chevrolet's two-year- demonstration 
and research program for its Volt electric vehicle As a 
program participant, w e  wil l  use 12 electric vehicles t o  
conduct a variety of utility service roles Additionally, w e  
will gather data from driver surveys and charging stations 
and study the impact of the vehicles on the electric grid 

more plants The Utilities have each filed a combined 
license !COLI application wi th  t!?e NRC for t w o  additional 
reactors each at Sliearon Harris Nuclear Plant (Harris) 
and at  a greenfield site in Levy County, Florid? (LEVY) 

We have focused on Levy given the need for more fuel 
diversity in Florida and anticipated federal and state 
policies t o  reduce greenhouse gas (GHG) emissions, as 
well  as existing state legislative policy that is supportive 
of nuclear projects PEF has entered into an engineering, 
procurement and construction (EPC) aureement and 

-___- Second, w e  are actively engayed in a variety of 
alternative energy projects W e  have executed contracts 

received two  of the three key approvak needed for 
the proposed Levy units (wi th  the issuance of the COL 

-~ -- 

to purchase 31 1 MW of electricity generated from solar, 
biomass and municipal solid waste sources While this 
currently represents a small percentage of our  total 
capacity, w e  will conbnue to pursue additional contracts 
for these and other alternative energy sources PEC is 
on track to meet  the first of the targets set  under North 
Carolina's renewable energy portfolio standard,3 percent 
of retail electric sales by 2012 

Third, w e  are pursuing numerous options to create a state- 
of-the-art power system W e  are making a significant 
investment in smart grid technology w i th  the initiatives 
partially funded by $200 million of federal matching 
infrastructure funds. Our strategy also includes advanced 
environmental controls on our coal-fired plants, and w e  
have successfully completed the $2 billion of emission 
control installations planned for our coal fleets in North 
Carolina and Florida Of our approximately 7,500 MW of 
coal-fired generation, w e  have scrubbed and installed 
emission control equipment on almost 5,000 MW W e  
are also moving forward with o u r  previously announced 
coal-to-gas modernization strategy, wh ich  includes 
retiring our North Carolina coal-fired plants that do not  
have scrubbers (totaling approximately 1,500 MW) and 
replacing them wi th  new combined-cycle natural gas 
plants We expect t o  retire these coal-fired generating 
facilities no la ter than the end of 2014, and the n e w  natural 
gas plants are expected to be placed in service in  2013 
and 2014 As a result of the installation of environmental 
controls and the retirement of unscrubbed coal-fired 
plants, our emissions profile will be significantly reduced 
while strengthening our fuel diversification A reduced 
emissions profile puts us in a better position to comply 
with the more stringent environmental regulations 
anticipated in  the future 

N e w  nuclear generation is a vital long-term part of our 
balanced solution strategy While WE have not made a 
final determination on nuclear construction, w e  have 
taken steps tl) keep open the option o i  building one or 

remaining) In light of a regulatory schedule shift and 
other factors, w e  have amended the EPC agreement and 
are deferring major construction on Levy until w e  receive 
the COL, expected in 2013 This decision will reduce the 
near-term price impacr on customers and allows time for 
economic recovery and greater clarity on federal and 
state policies Once w e  have received the COL, w e  will 
assess the project and determine the schedule 

~~~~~~~~1~~ PLA MING ANE TlMllELY M E R G E R  
A P P w OVALS 

W e  are in  the early stages of integration planning for the 
Merger, and are also preparing for the various steps in  
the merger approval process We believe our Continuous 
Business Excellence initiative wil l  help us in the merger 
integration process One important element of the 
initiative is getting a better understanding of the dynamics 
shaping near- and long-term workforce needs, which wi l l  
be beneficial in integration planning Integration planning 
efforts wil l  also focus on savings from the fuel purchasing 
power and joint dispatch of generating plants of the 
combined companies Maintaining constructive relations 
with regulators, public leaders and the general public is 
fundamental to our business, which will be critical for 
obtaining needed merger approvals in a timely rnanner 

b4.hI-lEd~ 9 2 """,' t i  a > . #  lo,i4c-'"NG -L!J.* FZ"7lRE * ").- SEzgLIS ,&?$E 2DptEiTy 

The impact of favorable weather on t.he Utilities' revenues 
in 2010 offset the impacts of a continuing sluggish 
economy and cost pressures facing the utility industry An 
improving national economy may lead to greater mobility 
for homeowners around the country and a retiirn of 
migration 10 the Southeast region that is more consistent 
with our historical levels Howcver, the utility industry, 
as a whole, faces significant cost pressures and, in the 
near term, lower retail electricity .sales Current economic 
conditions and anticipated higher expenditures [including 
expenditures for environmental compliance, renewable 
energy standards compliance and new Generation and 



transmission facilities1 may subject us to an even higher 
level ofscrutinyfromregulators andlead toa more uncertain 
regulatory environment Ttmely regulatory recovery of 
costs recoverable underthe Utilities' pass-through clauses 
(such as fuel and environmental compliance) is  important 
to maintaining appropriate levels of liquidity 

We are preparing for an energy future that includes, 
among other things, carbon reductions and emerging 
technologies such as smart grid and plug-in electric 
vehicles We believe that our  balanced solution strategy 
provides an effective, flexible frarneworkthatwil l  prepare 
LJS for this n e w  energy future 

---___.- __ 

o f  opeiarions in an overview section followed by a more 
deta ikd analysis and discussion by business segment 

We c o r n p a  our nGn-GAAP financial measurement 
ungcling Earnings" as GAAP net income attributable 

to controlling interests after excluding discontinued 
operations and the effects of certain identified gains 
and charges, wh ich  are considered Ongoing Earnings 
adjustments Some of the excluded gains and charges 
have occuried in more than one reporting period but 
are not considered representative of fuvdamental core 

I I  n 

earnings Ongoing Earnings is not a measure calculated 
in  accordance with GAAP, and should be viewed as a 
supplement to, and not  a substitute for, our results of 
operations presented in accordance with GAAP 

In this section, w e  provide analysis and discussion of 
earnings and the factors affecting earnings on both a 
GAAP and non-GAAP basis W e  introduce our results 

A reconciliation of ongoing ~~~~i~~~ to GAAP net income 
attributable interests follows, 

Corporate 
(in millions except per share data) PE c PEF and Other Total Per Share 

Year ended December 31,2010 

Ongoing Earnings S618 s462 S( 191 ) S889 s3.06 

Impairment, net of tax!ai (5) (1) - (6) (0.02) 

Plant retirement charge, net of tax!"' (1) (1) - 

Part D subsidy (12) (10) - (22) (0.08) 

- - 

Change in the tax treatment of the Medicare 

Discontinued operations attributable to 
controllina interests, net of tax - - 
Net income (loss) attributable to controlling 

i nterestsIb' s o 0  S451 S( 195) S856 S2.95 

Year ended December 31,2009 
Ongoing Earnings 

CVO mark-to-market 
Impairment net of tax'"' 

Plant retirement charge, n e t  01 tax'"' 
Cumulative prior period adjustment related to 

certain employee life insurance benefits, net 
of tax'.'' !lo) - - (10) (0 04) 

controlling interests, ne t  of tax (79) (79) (0 28) 

Net income (lossj attributable to controlling 
interests'"' S513 S 6 0  S(216l s757 S2 71 

Discontinued operations attributable to 
- - 

Year ended December 31,2008 

Ongoing Earnings S531 S383 S( 138) 5776 S2 96 
Valuation allowance and related net operating 

Discontinued operations attributable to 

IDSS carr: forward - !3! 13! (0@1! 

coiltrolling interests, net of tax - - 57 57 0.22 
Net income !Iossi attributable to controlling 

interests':' s53 i 5393 S181 i 3 3 0  s3 17 

'" Calculatzd using assumeti t a x  rat? of 40 percent 
Net income attributable to controlling interests is shown net of preferred stock dividend requirement of 53 millicin and SZ inillion a t  PEG and 
PEF, respectively 
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Management uses ti ie non-GAAP financial measure 
Ongoing Earnings (i) as a measure a i  operating 
performance to assist in  comparing performance from 
period to period or, a consistent basis and to readily 
view operating trends, ( i i )  as a measure for planning and 
forecasting overall expectations and for evaluating actual 
results against Such expectations, (iii) as a measure for 
determining levels of incentive compensation; and (iv) in  
communications w i th  our board of directors, employees, 
shareholders, analysts and investors concerning O~JI' 

f inancial uerformance Manaqement believes this non- 

Partially offsetting these items were 
net impact of returns earned on higher levels of nuclear 
and environmental cost recovery clause (ECRC)  assets 
at PEF, 
favorable impact of ,nterim and limited base rate relief 
a t  PEF, 
depreciation and amortization expense recognized 
in  2008 at  PEC related to North Carolina Clean 
Smokestacks Ac t  [Clean Smokestacks Act) 
amortization expense and depreciation expense 
a sso c i ate d w i th  the a c c e I erate d c os t- re c ove rv - - ~ _ _ _ _ _  GAAP measure i s  appropriaie for understanding the 

business and assessing our potential future performance, 
because excluded items are limited to those that 
management believes are not  representative of our 
fundamental core earnrngs (See Note 19) 

O tr e F!, H eiSJ 
F O R  2050 AS LOMIPARED Ti? Ett0S A N D  2009 AS 
COMPARED 70 2008 

For the year ended December 31, 2010, our net income 
attributable to controll ing interests was  $856 million, or 
$2 95 per share, compared to  net  income attributable to 
controlling interests of $757 million, or $271 per share, 
for the same period in 2009 The increase as compared to 
prior year was primarily due to 
* favorable weather a t  the Utilities and 
* lower loss from discontinued non-utility businesses 

(Ongoing Earnings adiustment) 

Partially offsetting these items were 
0 higher O&M expenses at  the Ublities 

For the year ended December 31, 2009, our net income 
attributable to controlling interests was $757 million, or 
$2 71 per share, compared to net income attributable to 
controlling interests of $830 million, or $3 17 per share, 
for the same period in  2008 The oecrease as compared 
to prior year was  primarily due to 

unfavorable impact of discontinued non-utility 
businesses (Ongoing Earnings adjustment). 

0 unfavorable net  retail customer growth and usage at  
the Utilities, 

0 higher interest expense, and 
* higher base depreciation and amortization at the 

Ut11 IT1 eS 

0 favorable weather a t the  Utilities 

Progress Energy Carolinas 
PEC contributed net  income available to parent totaling 
$600 million,$513 million and$531 million in 2010,2009 and 
2008, respectively The increase in  net income available 
to  parent for 2010 as compared to 2009 was  primarily due 
to the favorable impact of weather, favorable allowance 
for funds used during construction (AFUDC) equity and 
favorable retail customer growth and usage, partially 
offset by higher O&M expenses The decrease in  net 
income available to  parent for 2009 as compared to 2008 
was  primarily due to  unfavorable ne t  retail customer 
growth and usage, coal plant retirement charges, higher 
base depreciation and amortization expense and a 
cumulative prior period adjustment related to certain 
employee life insurance benefits, partially offset by Clean 
Smokestacks A c t  amortization and depreciation expense 
associated with the accelerated cost-recovery program 
for nuclear generating assets recognized in 2008 and the 
favorable impact of weather 

PEC contributed Ongoing Earnings of $618 million, 
$540 million and $531 million for 2010, 2009 and 2008, 
respectively The 2010 Ongoing Earnings adjustments to  
ne t  income available t o  parentwere due to  PEG recording 
a $12 million charge for the change in  the tax treatment 
of the Medicare Part D subsidy, a $5 million impairment 
of certain miscellaneous investments and other assets, 
net  of  tax and a $1 million plant retirement adjustment, 
ne t  of tax, related to PEC's decision to retire certain coal- 
f ired generating units prior to the end of their estimated 
useful lives The 2009 Ongoing Earnings adjustments 
to net income available to parent were due to PEG 
recording a $17 million plant retirement charge, net of 
tax, and recording a S i 0  million charge, net of  tax, for 
a curnulame prior period adjustment related to certain 
employee life insurance benefits Management does not  
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consider these charges to be representative of FEC's 
fundamental core earnings and excld3ed these charges 
in computing PEC's Ongoing Earnings There were n o  
Ongoing Earnings adiustments in 20GE 

' C  :L:- 

The revenue tables that follow present the total amount 
and percentage change of total operating revenues and its 
components "Base Revenues" is a non GAAP measure 
and is defined as operating revenues excluding clause- 
recoverable regulatory returns, miscellarleous revenues 

- . -  * -  

$36 million favorable impact of retail customer growth 
and usage The favorable impact of weather was driven 
by 15 percent higher heating-degree days and 24 percent 
higher cooling-degree days than 2009 Additionally, 
cooling degree-days were 30 percent higher and heating 
degree-days were l a  percent higher than normal The 
favorable impact of retail customer growth and usage 
was  driven by an increase in the average usage per 
retail customer and a net 10,000 increase in the average 
number of customers for 2010 compared to 2009 

PEC's miscellaneous revenues increased $24 mill ion 
in  2010, which includes $10 million higher transmission 

~-~ O L .  -- 
Base Revenues a useful measure to evaluate PEC's electric 
operations because fuel and other pass-through revenues 
primarily represent the recovery of fuel, applicable 
portions of purchased power expenses and other pass- 
~h t ou g h expenses thr ou g h c ost- re c overy c I a us es and , 
therefore, do not have a material impact on earnings 
Clause-recoverable regulatory returns include the return 
on asset component of DSM, EE and renewable energy 
clause revenues W e  have included the reconciliation 
and analysis that follows as a complement to the financial 
information w e  provide in  accordance with GAAP 

A reconcil iation of Base Revenues to GAAP operating 
revenues, including the percentage change by customer 
class and by year follows 

/ in millions/ 

Customer Class 2010 %Change 2005 %Change 2008 
Rcsidcntlal S1,242 101 S1,128 1 3  S1,113 

Coinmercial 726 27 707 I 1  4) 717 

Industrial 365 2 5  756 (106) 798 

Governmental 65 102 55 133) 61 

Unbilled 10 - 5  - 8  
Total retail base 

revenues 2,408 6 8  2,255 (1 8) 2,297 
Wliolesale base 

revenues 305 (1 (i) 308 0 3  307 
Total Base 

Revenues 2,713 5 5  1,569 I1 6) 2,604 
Clause recoverable 

regulatory returns 13 444 5 - - 

Miscellaneous 138 21 1 114 11 8 102 

Fuel and other pass 
through revenues 2,058 - 1,941 - 1,723 
Total operating 

revenues S4,922 6 4 54,627 4 5 54,425 

revenues driven by higher rates resulting f rom 
transmission asset additions 

PEC's total Base Revenues were $2563 billion and 
$2604 billion for 2009 and 2008, respectively The 
$41 million decrease in Base Revenues was due 
primarily to the $64 million unfavorable impact of net  
retail customer growth and usage, partially offset by the 
$23 mill ion favorable impact of weather The unfavorable 
impact of net retail customer growth and usage was 
driven by a decrease in the average usage per retail 
customer, partially offset by a ne t  11,000 increase in the 
average number of customers for 2009 compared to 2008 
The favorable impact of weather was driven by higher 
heating- and cooling-degree days than 2008 of 3 percent 
and 5 percent, respectively Additionally, cooling-degree 
days were 6 percent higher than normal in 2009 

PEC's miscellaneous revenues increased $12 million in 
2009 primarily due to higher transmission revenues. 

PECS electric energy sales in kilowatt-hours kWh) and 
the percentage change by customer class and by year 
were as follows 

(in Ind'lonr 0: LWb/ 

Customer Class 2010 % Change 2005 %Change 2008 
0 7  17,000 Residenaal 19,108 11 6 17,117 

12 2)  17,941 14,184 4 0 13,679 Coin in er c I a I 

(90) 11 788 Industrial 10,665 2 9 10.768 

2 1  1,466 Governinental 1,574 5 1 1,457 

Un billed 172 - 360 - (8) 
Total retail kWIi  

sales 45,703 6 3  42,981 ( 1  8 )  41,787 
VJholesale 13,999 0 2 13,966 12 51 14,329 

Total kWh sales 59,702 4 8 56.947 120) 58,116 

PEC's total Base Revenues were 32713 billion and 
$2 563 billion for 2010 and 2009, respectively The 
SI50 million increase in  Base Revenues was due primarily 
to the $1 15 million favorable impact of weather and the 

The increase in retail kWh sales in  2010 was primarily 
due to favorable weather, as previously discussed 
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The decrease in retail kWh sales in 2009 was primarily - i - :  ~ r - 2 ‘  i r e  2 

due t o  a decrease in average usage per retail customer O&M expense was s1 ,58 billion for 2018, which 
represents an $86 million increase compared to 2009 due to economic conditions in the United States PEC’s 

industrial k W h  sales decreased 9 0  percent from 2008, This was primarily dlie to s;78 higher 

nuclear plant outage and maintenance costs, $1 1 million primarily due to reductions in textile manufacturing in  the 
Carolinas as a result of global competition and domestic higher employee benefits expense driven by revised 
consolidation as well  as a downturn i n  the lumber and actuarial estimates, $7 million higher emission expense 
building materials segment as a result of declines in  prima,.ily due to sales of  nitrogen oxides (NOx) 
construction Wholesale kWh sales decreased for 2009 impairment 

generation SaleS of other assets, partially offset by $27 million lower coal 
plant retirementcharges The higher nuclear plant outage resulting from unfavorable market dynamics 

in the prioryear and the $2 
due to decreased 

EXPENSES 

Fuel and Purchased Peww 
Fuel and purchased power costs represent the costs of 
generation, wh ich  include fuel purchases for generation 
and energy purchased in the market to meet customer 
load Fuel and a portion of purchased power expenses 
are recovered primarily through cost-recovery clauses, 
and as such, changes in  these expenses do not have a 
material impact on earnings The difference between 
fuel and purchased power costs incurred and associated 
fuel revenues that  are subject t o  recovery is deferred 
for future collection from or refund to customers and is 
recorded as deferred fuel expense, which is included 
in  fuel used in electric generation on the Consolidated 
Statements of Income 

Fuel and purchased power expenses totaled $1 988 billion 
for 2010, wh ich  represents a $79 million increase 
compared to 2009 This increase was  primarily due to 
the $324 mill ion impact of higher system requirements 
resulting from favorable weather and the impact of 
nuclear plant outages on PEC’s generation mix, partially 
offset by $151 mill ion decreased current year fuel costs 
driven by lower  coal and gas prices and $104 million lower  
deferred fuel expense The decrease in deferred fuel 
expense was primarily due t o  higher fuel and purchased 
power expenses and lower fuel rates in North Carolina 

Fuel and purchased power expenses totaled $1 909 billion 
for 2009, wh ich  represents a $217 million increase 
compared to 2008 This increase was primarily due 
to $248 million higher deferred fuel expense and the 
$86 million net impact of higher fuel costs driven by 
higher coal prices, partially offset by $128 million impact 
of lower  system requirements The increase in  deferred 
fuel expense was  primarily due to the iniplementation of 
higher fuel r a m  in North Carolina 

refueling and maintenance outages in 2010 compared 
to t w o  in 2009 as well as extended outages and more 
emergentwork in 2010 as compared to 2009 Management 
does n o t  consider impairments and charges recognized 
for the retirement of generating units prior to  the end of 
their estimated useful lives to be representative of PEC‘s 
fundamental core earnings Therefore, the impacts of 
these items are excluded in computing PEC’s Ongoing 
Earnings Certain O&M expense such as the cost of 
reagents for emission control equipment and wheeling 
charges are recoverable through cost-recovery clauses 
In aggregate, O&M expenses primarily recoverable 
through base rates increased $69 million compared to  
the same period in 2009 

O&M expense was $1 072 billion for 2009, which 
represents a $42 million increase compared to 2008. 
This increase was primarily due to coal plant retirement 
charges of $28 million, higher employee benefits expense 
of $12 million and storm costs of $9 million, partially offset 
by lower  emission allowance expense of  $13 million 
resulting from lower system requirements, changes 
in generation mix and sales of NOx allowances. As 
previously discussed, coal plant retirement charges 
are excluded in computing PEC’s Ongoing Earnings. 
Also, as previously discussed, certain O&M expenses 
are recoverable through cost-recovery clauses I n  
aggregate, O&M expenses primarily recoverable through 
base rates increased $29 million compared to the same 
period in  2008 

Depreciation, amortization and accretion expense 
was  $479 million, $470 mill ion and $518 million for 2010, 
2009 and 2008. respectively The S48 million decrease 
in 2009 compared to 2005 w a s  primarily attributable 
to the $52 million of depreciation c;sscjciated wirh 
the accelerated cosr-recovery program for nuclear 
generaring assets recognized in 2G08 and the $15 million 
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of Clean Smokestacks Ac t  amortization recognized 
in  2008, partially offset by the $21 million impact of 
depreciable asset base increases The North Carolina 
jurisdictional aggregate minimum amount of accelerated 
cost recovery has been met, and the South Carolina 
jurisdictional obligation was  terminated by the SCPSC 
PEC does not anticipate recording additional accelerated 
depreciation in the North Carolina jurisdiction, but will 
record depreciation over the remaining useful lives of 
the assets In accordance w i th  a regulatory order, PEC 
ceased t o  amortize Clean Smokestacks Ac t  compliance 

Total ot,her income, net was $20 miliiun for 2005, which 
represents a $23 million decrease compared to  2008 This 
decrease was primarily due to the previously discussed 
$16 million cumulative prior period adjus:ment related to  
certain employee life insurance b e w f i t s  as well as lower 
interest income resulting from lower average eligible 
deferred fuel balances 

Total interest charges, ne t  was $186 millioo, $195 million 
and $207 million for 2010, 2009 and 2008, respectively 

of the assets 

Taxes Other T i m  on Income 
Taxes other than on income was $218 million for 2010, 
which represents an $8 mill ion increase compared to 
2009 This increase was  primarily due to an increase in 
gross receipts taxes due to higher operating revenues 
Taxes other than on  income was  $210 million for 2009, 
wh ich  represents a $12 mill ion increase compared to 
2008 The increase was primarily due to an increase in 
gross receipts taxes due to  higher operating revenues 
and higher property tax rates. Gross receipts taxes are 
collected from customers and recorded as revenues and 
then remitted to  the applicable taxing authority Therefore, 
these taxes have no material impact on earnings. 

rJther 

Other operating expense w a s  an expense of $8 million 
in  2010 and income of $5 million in 2008 The $8 million 
expense in 2010 was  primarily due to the $7 million 
impairment of certain miscellaneous investments The 
$5 million income i n  2008 w a s  primarily due to gain on 
land sales Management does not consider impairments 
to be representative of PEC’s fundamental core earnings 
Therefore, the impacts of impairments are excluded in  
computing PEC’s Ongoing Earnings 

- rorai Other  fricome, Net 

Total other income, net was  $67 million for 2010, which 
represents a $47 million increase compared to 2009 This 
increase was primarily due to  favorable AFUDC equity of 
$31 million resulting from increased construction project 
costs and a $16 million cumulative prior period adjustment 
charge recorded in 2009 related to certain employee life 
insurance benefits The prior period adjustment is not  
material to 2009 or previously issued financial statements 
Management determined that  the adjustment should be 
an exclusion from PEC’s 2009 Ongoing Earnings 

primarily due to $7 million favorable AFUDC debt related 
to increased construction project costs The $12 million 
decrease in 2009 compared to 2008 was  primarily due to 
lower  interest rates on variable rate debt, partially offset 
by higher interest as a result of higher average debt 
outstanding 

Income Tax Expense 

Income tax expense was $350 million, $277 million and 
$298 million in  2010, 2009 and 2008, respectively The 
$73 million increase in 2010 compared to 2009 was  
primarily due to the $64 million impact of higher pre-tax 
income and the $12 million impact of the change in  the tax 
treatment of  the Medicare Part D subsidy resulting f rom 
federal health care reform enacted earlier in 2010 (See 
Note 16) Management does n o t  consider the change in 
the tax treatment of the Medicare Part D subsidy to be 
representative of PEC’s fundamental core earnings, and 
therefore, the amount is excluded in computing PEC’s 
Ongoing Earnings The $21 million income tax expense 
decrease in 2009 compared to  2008 was  primarily due 
to the impact of lower  pre-tax income and the $5 mill ion 
favorable tax benefit related to a deduction triggered 
by the transfer of previously funded amounts f rom 
nonqualified NDT funds to qualified NDT funds 

?rogiesx Energy “ Is r ida  

PEF contributed ne t  income available to parent totaling 
$451 million, $460 million and $383 million in 2010, 2009 
and 2008, respectively The decrease in  net income 
available to parent for 2010 as compared to 2009 was 
primarily due to  unfavorable AFUDC equity and higher 
O & M  expenses, partially offset by the favorable impact 
of weather and higher clause-recoverable regulatory 
returns The increase in net income available to parent 
for 2005 compared to 2008 was primarily due t o  higher 
clause-recoverable regulatory ireturns, the favorable 
impact of interim and limited base rate relief and the 
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favorable impact of weather, partially offset by the 
unfavorable impact of retail customer growth and usage, 
higher base depreciation and amortization expense, and 
higher O&M 

PEF contributed Ongoing Earnings of $462 million, 
$460 million and $383 million in 2010, 2009 and 2008, 
respectively The 2010 Ongoing Earnings adjustments to 
ne+ income available to parentwere due to PEF recording 
a $10 million charge far the change in  the tax treatment of 
the Medicare part 0 subsidy and a $1 million impairment 

- of other assets, netof  tax. Management does not consider 
w2.1. 

these charqes to be representative of PEF's fundamental revenues 1,588 9 2  1,454 5 5  1,378 

A reconcil iation of Base Revenues to GAAP 3perating 
revenues, including the  percentage change by customer 
class and by year follows 

/ in mi:'onsi 

Customer Class 2010 7'0 Change 2009 7'0 Change 2008 

Residential S1,045 105 S946 5 9  3 9 3  

Commercial 359 5 6  340 3 7  328 

Industrial 15 4 7  72 (531 76 

Governmental 92 57 87 6 1 82 

U n  billed 17 - 9  - ( 1 )  

core earnin-gs and excluded these charges in computing 
PEF's Ongoing Earnings. There were no Ongoing Earnings 
adjustments in  2009 or 2008 

REVENUES 
The revenue tables that follow present the total amount 
and percentage change of total operating revenues 
and its components "Base Revenues" is a non-GAAP 
measure and is defined as operating revenues excluding 
clause-recoverable regulatory returns, miscellaneous 
revenues and fuel and other pass-through revenues We 
consider Base Revenues a useful measure t o  evaluate 
PEF's electric operations because fuel and other pass- 
through revenues primarily represent the recovery of 
fuel, applicable portions of purchased power and other 
pass-through expenses through cost-recovery clauses 
and, therefore, do nothave a material impacton earnings 
Clause-recoverable regulatory returns include the 
revenues associated with the return on asset component 
of nuclear cost-recovery and ECRC revenues W e  have 
included the reconcil iation and analysis that follows as 
a complement to the financial information w e  provide in 
accordance with GAAP 

Wholesale base 
revenues 160 (227) 207 5 1  197 
Total Base 

Revenues 1,748 52  1,661 5 5  1,575 
Clause-recovera ble 

regulatory 
returns 173 989 87 6909 11 

Miscellaneous 216 143 189 6 2  178 
Fuel and other 

pass through 

Total operating 
revenues 3,117 - 3,314 - 2,967 

revenues s5.254 0 1 S5,251 11 0 52,731 

PEF's total Base Revenues were $1 748 billion and 
$ 1  661 billion for 2010 and 2009, respectively The 
$87 million increase in  Base Revenues was  due primarily 
to the $88 million favorable impact of weather and 
the $50 million impact of increased retail base rates 
associated wi th  the repowered Bartow Plant, partially 
offset by $47 million lower wholesale base revenues and 
the $5 million unfavorable impact of net retail customer 
growth and usage The favorable impact of weather was  
driven by 89 percent higher heating-degree days than 
2009 Additionally, heating-degree days were  124 percent 
higher than normal The lower wholesale base revenues 
were primarily due to  an amended contract with a major 
customer The unfavorable impact of net  retail customer 
growth and usage was driven by a decrease in the 
average usage per retail customer, partially offset by a 
net  4,000 increase in the average number of customers 
for 2010 compared to  2009 

PEF's clause-recoverable regulatory returns increased 
$86 million in 2010 primarily due to higher returns o n  
E C R C  assets due to placing approximately $1 billion of 
Clean Air Interstate Rule (CAIR) projects into service in 
late 2009 and May  2010 



Case So. 2011-124 
Staff-DR-01-011 b part 2 attarhninit 
( P r o p s  1Cna-E) 
1':ipe 15 of 124 

PrcGress E!i;rqy Annual Report 2010 

PEF's miscellaneous reveiiues increased $27 million 
in 2010 primarily due to E23 millinrl higher transmission 
revenues driven by 'avorahle weather and $8 million 
higher right-of-use revezues related to tne use of 
easements and land 

PEF's total Base Revenues were S l  661 billiGn and 
$1 575 billion for 2005 and 2008, respectively The 
$86 million increase in Base Revenues was due primarily 
to the $79 million favorable impact of interim 2nd limited 
base rate relief and the $36 million favorable impact of 

impact of retail customer growth and usage The interim 
and limited base rate relief was  approved by the FPSC 
effective Jtily 1,2009 Of the $79 million interim and limited 
base rate relief, $7 million related to interim rate relief, 
which was in effect for only 2009, and $72 million related 
lo limited rate relief, which continued in accordance 
with the base rate proceeding with an annual revenue 
requirement of $132 million The favorable impact of 
weather was  primarily driven by 14 percent higher 
heating-degree days and 6 percent higher cooling-degree 
days than 2008 Heating-degree days were 4 percent 
lower than normal i n  2009 and 16 percent lower  than 
normal in 2008 In addition to lower average usage per 
customer, PEF's average number of customers for 2009, 
compared to 2008, decreased a net 8,000 customers 

The increase in retail kWh sales in 2010 was primarily 
due to favorable weather as previously discussed 

VVholesale lkWh sales have increased in 2010 primarily 
due to  favorable wearher, which resulted in increased 
deliveries under a certain capacity contract that  has high 
demand and low  energy charges Despite the increase 
in  sales, wholesale base revenues have decreased 
primarily due to a contract amendment as previously 
discussed 

__ weather, Dartialiy offset by the $41 million unfavorable Wholesale base revenues increased in 2009, despite 
decreased wholesale kWh sales in  2009, primarily due to 

______ -̂---. ---I__ 

committed capacity revenues. The wholesale kWh sales 
decreased primarily due to  market conditions in which 
wholesale customers fulfilled a portion of their system 
requirements from other sources. Many of the new and 
amended capacity contracts entered into in  2008 expired 
by the end of 2009. 

Retail base revenues increased in  2009, despite a 
decrease in  kWh sales for the same period, primarily 
due to the impact of interim and limited base rate relief 
approved by the FPSC in 2009. 

PEF's clause-recoverable regulatory returns increased 
$76 million in 2009 primarily due to higher revenues 
related t o  nuclear cost recovery and ECRC assets of 
$61 million and $15 million, respectively As a result of 
an FPSC regulatory order effective in  January 2009, PEF 
is allowed to earn returns on certain costs related to 
nuclear construction 

PEF's electric energy sales in kWh and the percentage 
change by customer class and by year were  as follows 

/in mi/;,nns of kWh] 

Residential 20,524 5 8 19,355 04 19,328 
Customer Class 2010 YO ClianGe 2005 %Change  2008 

Commercial 11,896 0 1 11,884 ( 2  1)  12,135 

Industrial 3,219 ! 2 0 )  3.285 (13 2 )  3,786 

G ove i n  in enta I 3,286 0 5  3,256 !1 4) 3,102 

Unbil le d 458 - 131 - !99) 

Total retail kWh 
sales 39,383 3 3  37,955 11 3! 33.4% 

Vlliolesale 3,857 0.6 3,835 !43.1 i 6,734 
Total kLVi  sales 43,240 3 5  41,790 17 5 )  45,150 

EXPENSES 
Ftiel arxi Purchased Piiwer 

Fuel and purchased power costs represent the costs of 
generation, which include fuel purchases for generation 
and energy purchased in  the market t o  meet customer 
load Fuel and a portion of purchased power expenses 
are recovered primarily through cost-recovery clauses, 
and as such, changes in  these expenses do not  have a 
material impact on earnings The difference between 
fuel and purchased power costs incurred and associated 
fuel revenues that are subject to recovery is deferred 
for future collection from or refund to  customers and is 
recorded as deferred fuel expense, wh ich  is included 
in  fuel used in  electric generation on the Consolidated 
Statements of Income 

Fuel and purchased power expenses totaled $2 591 billion 
in  2010, which represents a $163 million decrease 
compared to 2005 This decrease was  primarily due to 
lower deferred fuel expense of $520 million resulting 
from lower fuel rates, which assumed the Crystal River 
Unit NO 3 Nuclear Plant (CR3J outage w a s  completed in 
2005, partially offset by increased current year fuel and 
purchased power costs of SI89 million and an increase in 
the recoveryof deferred capacitycosts of$167 million The 
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irlcreased current year fuel and purchased power costs 
were prime-,iy d r w i i  by higher system requirements 
resulting from favorable weather and CR3 replacement 
powei costs net r3f insurance recovery The increase in  
the recovery of deferred capacity costs was primarily 
due to increased rates and higher system requirements 
d u e to f avo ra b I e w e  a th e r 

Fuel and purchased power expenses totaled $2 754 billion 
in 2009, which represents a $126 million increase 
compared to 2008 This increase was  primarily due to 

maintenance costs of $14 million, partially offset by lower 
storm cost recovery of $66 million due to the surcharge 
that ended in  July 2008 and the impact of  a change in 
o u r  vacation benefits policy of $1 1 million The E C R C  and 
ECCR expenses and replenishment of  storm damage 
res er v e are re c over e d t h r o [I g h cost- i e c ov e ry c I a us es 
and, therefore, have no material impact on earnings 
Pension costs were higher due to a $20 million pension 
credit in  2008 Substantially all of 2009‘s pension expense 
was  deferred in  accordance with an FPSC order In  
aggregate, O&M expenses recoverable through base 

hrcjher deferred fuel expense of $467 million driven by rates increased - - - - - ~  $25 million compared to the same period 
in 2008 the implementation of new fuel rates, partially offset by 

s i 6 4  million lower interchange costs, a decrease in the 
recovery of deferred capacity costs of $91 million and 
decreased 2009 fuel costs of $70 million, all resulting from 
lower  system requirements 

Oper’aeinn mtj ?kinre,nance 

O&M expense was $912 million i n  2010, which represents 
a $73 mill ion increase compared to 2009 O&M expense 
increased primarily due to the $34 million prior-year 
pension deferral in accordance w i th  an FPSC order; 
$22 million higher employee benefits expense driven by 
revised actuarial estimates, $18 million higher Energy 
Conservation Cost Recovery Clause ( E C C R )  costs 
driven by higher deferred expenses due to  higher rates, 
increased energy sales and increased customer usage 
of load management programs and home improvement 
incentives, the $1 1 million prior-year impact of a change 
in vacat,ion benefits policy, and the $2 million impairment 
of  other assets These increases are partially offset 
by $22 million favorable ECRC costs due to lower NOx 
allowances used resulting from a scrubber placed 
in service in  December 2009 The ECCR and ECRC 
expenses are recovered through cost-recovery clauses 
and, therefore, have no material impact on earnings 
Management does not consider impairments to be 
representative of  PEF‘s fundamental core earnings 
Therefore, the impacts of impairments are excluded in 
computing PEF‘s Ongoing Earnings In aggregate, O&M 
expenses primarily recoverable through base rates 
increased $80 million compared to the same period 
in 2009 

O&M expense was $839 million in  2009, which represents 
a $26 million increase compared to  2008 The increase 
was primarily due to $63 million higher E C R C  and ECCR 
costs primarily due tc an increase in current year rates 
for recovery of emission allowances, higher pension 
costs of $24 million and Ihigher nuclear plant outage and 

Depreciation, Amortization and Accretion 

Depreciation, amortization and accretion expense was  
$426 million for 2010, which represents a $76 mill ion 
decrease compared t o  2009. Depreciation, amortization 
and accretion expense decreased primarily due to 
a reduction in the cost of removal component of 
amortizatian expense of $60 million in accordance with 
the base rate settlement agreement (See Note 7C), 
the lower depreciation rate impact of $43 million and 
other adjustments required in the base rate settlement 
agreement of $13 million, partially offset by the $46 million 
impact of depreciable asset base increases The lower 
depreciation rate resulted from a depreciation study in  
conjunction with the 2009 base rate case In accordance 
wi th  PEF’s base rate settlement agreement, PEF wil l  have 
the discretion to reduce the cost of removal component 
of amortization expense in 2011 and 2012, subject to 
limitations (See Note 7CJ 

Depreciation, amortization and accretion expense was 
$502 million for 2009, which represents an increase of 
$196 million compared to 2008, primarily due to higher 
nuclear cost-recovery amortization of $155 million In 
aggregate, depreciation, amortization and accretion 
expenses recoverable through base rates and the ECRC 
increased $31 million compared to 2008, primarily due to 
deureciable asset base increases 

-E.^: ES 3tker T : I ~ F ~  5~ ;1ccn79 

Taxes other than on income was  $362 million for 2010, 
which represents a $15 million increase compared to 
2009 This increase wss primarily due to higher property 
taxes of $14 million resulting primarily from placing 
The repowered Bartow Plant in service in  June 2009 
Taxes other than on income was S347 million for 2009, 
which represents a n  increase of  $38 million compared 
to 2008 primarily due to an increase in gross receipts 



and franchise taxes due to higher operating revenues c J 4-,." 

Gross receipts and franchise taxes are collected from 
customers and recorded as revenues and then remitted 
to the applicable taxing aut!iori:j Therefore, these taxes 
have n o  material impact on earnings 

3 ; E e r  

Other operating expense was an expense of $4 million 
and $7 million i n  2010 and 2009, respectively, and income 
of $5 million in 2008 The $7 million expense in 2009 was 
primarily due to regulatory disallowance of fuel costs 

on land sales 

Tf2'otal Other Ir-ctlme, ?.et  

Total other income, net was $28 million for 2010, which 
represents a $72 million decrease compared to 2009 This 
decrease w a s  primarily due to $63 mill ion unfavorable 
AFUDC equity related to lower eligible construction 
project costs, primarily due to placing the repowered 
Bartow Plant and CAlR projects into service in  mid- and 
late 2009, respectively 

Total other income, net was $100 million for 2009, which 
represents a $6 million increase compared to  2008 This 
increase was  primarily due to the$ l6  mill ion of investment 
gains o n  certain employee benefit trusts resulting from 
improved market conditions, partially offset by $5 millian 
lower  interest income resulting from lower  short-term 
investment balances and $4 million unfavorable AFUDC 
equity related to lower eligible construction prolect 
costs, primarily due to placing the repowered Bartow 
Plant into service in  2009 

Sola! Interest Chmps, Net  

Total interest charges, net was $2.58 million for 2010, 
which represents a $27 million increase compared to 
2009 This increase was piimarily due to  $14 million 
unfavorable AFUDC debt related to costs associated 
wi th  eligible construction projects as discussed above 
and $16 million higher interest driven by higher average 
long-term debt outstanding 

Total interest charges, net was $231 million in 2009, 
which represents an increase of $23 million compared 
to 2008 The increase in interest charges was primarily 
due to higher interest as a result of higher average 
debt outstanding 

I I l t :  

Income tax expense vvss $275 millron, $209 mrllion 
and $181 milllgn in 2010 2009 and 2008, respectively 
The $57 million income tax expense increase i n  2010 
compared t c  2009 W B S  primarily due to the $24 million 
impact of the unfavorable AFUDC equity discussed above, 
the S23 million impact of higher pre-tax income and the 
$10 million impact of the change in the tax treatment of 
the Medicare Part 0 subsidy resulting from federal health 
care reform enacted earlier in 2010(See Note 16) AFUDC 
equity is excluded from the calculation of income tax 

consider the change in the tax treatwent of the Medicare 
Part D subsidy to be representative of PEF's fundamental 
core earnings Accordingly, the impact of the change 
in  the tax treatment of the Medicare Part D subsidy is 
excluded in computing PEF's Ongoing Earnings 

-€%pMw-&& . I  

The $28 million income tax expense increase in 2009 
compared to 2008 was primarily due to the $40 million 
impact of higher pre tax income compared to the prior 
year, parbally offset by the $11 million impact of the 
favorable tax benefit related to a deduction triggered 
by the transfer of previously funded amounts from the 
nonqualified NDT fund to the qualified NDT fund 

Crrrporale and O%lser 
The Corporate and Other segment primarily includes the 
operations of the Parent, PESC and other miscellaneous 
nonregulated businesses (Corporate and Other) that 
do no t  separately meet t h e  quantitative disclosure 
requirements as a reportable business segment A 
discussion of the items excluded from Corporate and 
Other's Ongoing Earnings is included in the detailed 
discussion and analysis that follows Management 
believes the excluded items are not representative of 
our fundamental core earnings The following table 
reconciles Corporate and Other's Ongoing Earnings to 
GAAP net  income attributable to controlling interests 



/ in mi::;onz] 2010 Change 2009 

Other interest expezse S(298) 3 5 2 )  3 2 4 !  

Other income tax benefit 116 19 97 

Other expense (9) (4, ! 5 )  
Ongoing Earnings (191) !37i (154) 

CVO mark-to-inarket - 119) 19 
Impairment net of tax - 2 ( 2 )  

Valuation allowance and 
related net operating 
loss carry forward - - - 

Discontinued ooerations 

Change 2008 
331) Si2151 

6 91 

9 (14) 
1161 (1%) 

19 - 

( 2 )  - 

3 (3 )  

Florida Progress Corporation {Florida Progress) in  2000 
Each CVO represents the right o f  the holder to recs v'e 
contingency payments based on the performance of 
four synthetic fiiels facilities purchased by subsidiaries 
of Florida Progress in October 1999 The payvel i ts  
are based on the net after-tax cash flows the facilities 
generate (See Note 15) The CVOs had a fair value of 
$15 million at December 31,2010 and 2009 and $34 mill ion 
a t  December 31, 2008 Progress Energy recorded 
unrealized gains of $19 million in 2009 to record the 
chanqe in fair value of the CVOs, which had averaqe unit 
prices of $0 16 at  December 3 1,201 0 and 2009 and $0 35 at  
December 31, 2008 The unrealized gain/loss recognized 

~~~~ attributable to - 
controlling interests, 
net of tax (4) 75 (79) (136) 57 

Net loss attributable 
to controlling 
interests S(195) S2I S(2161 S(132l S(84) 

O'THER INTEREST EXPENSE 

Other interest expense was $298 million, $246 million 
and $215 million for 2010, 2009 and 2008, respectively 
1-he $52 million increase for 2010 compared to 2009 and 
the $31 million increase for 2009 compared to  2008 were 
primarily due to higher average debt outstanding a t  the 
Parent 

OTHER INCOME TAX BENEFIT 

Other income tax benefit was  $116 million, $97 million 
and $91 mill ion for 2010, 2009 and 2008, respectively 
The $19 million increase for 2010 compared to 2009 was  
primarily due to the favorable tax impact of higher pre-tax 
loss The $6 million increase for 2009 compared to 2008 
was primarily due to the favorable tax impact of higher 
pre-tax loss, partially offset by the unfavorable impact a t  
the Corporate level resulting from the deductions taken 
by the Utilities related to NDT funds (See "Progress 
Energy Carolinas - Income Tax Expense" and "Progress 
Energy Florida - Income Tax Expense") 

OTHER EXPENSE 

Other expense was $9 million, $5 million and $14 million for 
2010, 2009 and 2008, respectively The $9 million change 
for 2009 compared to 2008 was primarily due to investment 
gains on  certain employee benefit trusts resulting from 
improved financial market conditions in  2009 

-s 
- 7  
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Progress Energy issued 98 6 million contingent value 
obligations (CVOs)  in connection vvirh the acquisition of 

due to  changes in fair value is recorded in  other, ne t  
on the Cansolidated Statements of Income Because 
Progress Energy is unable to predict the changes in the 
fair value of the CVOs, management does not  consider 
this adjustment to be representative of our fundamental 
core earnings 

Impairment, Net of Tax 

W e  recorded a $3 million impairment of investments i n  
2009 The impairment was recorded i n  other, net on the 
Consolidated Statements of Income Management does 
no t  consider impairments to be representative of our 
fundamental core earnings 

Valuation Ali~\lilance and Related Ne? Operating Loss 
Carry Forward 

W e  previously recorded a deferred tax asset for a state 
ne t  operating loss carry forward upon the sale of our 
nonregulated generating facilities and energy marketing 
and trading operations In 2008, w e  recorded an additional 
$6 million deferred tax asset related to the state n e t  
operating loss carry forward due to a change in  estimate 
based on 2007 tax return filings W e  also evaluated the 
total state net  operating loss carry forward and recorded 
a partial valuation allowance of $9 million, which more 
than offsetthe change in estimate Management does not  
consider net valuation allowances to be representative 
of our fundamental core earnings 

. I .  Disc[jf i l j f?ued 3~s~a; ig ; i s  -zrijjljt&je i r j  ~ ~ ~ t ~ ~ i ! : ~ ~  
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We completed our business strategy of divesting of 
nonregulated businesses to reduce our business risk and 
focus on core operations of the Utilities See Note 3 for 
additional information related to discontinued operations 
We recognized $4 million and $79 million of loss from 
discontinued operations attributable to controlling 
interests, net of tax, for 2010 and 2009. respectively 



and $57 million of income from discontinued operations 
attributable to  controlling interests, ne t  of tax for 2008 
Management does not consider operating results of 
discontinued operations t o  be representative of our 
fundamental core earnings 

In 2009, w e  recognized $75 million of expense from 
discontinued operations attributable to controlling 
interests, net of tax, which was primarily due to a jury 
delivering a verdict in a lawsuit against Progress Energy 
and a number of our subsidiaries and affiliates areviously 

of regulatory assets has been recorded We continually 
review these regulatory assets to  assess their ultimate 
recoverability within the approved regulatory guidelines 
Impairment risk associated w i th  these assets relates 
to  potentially adverse legislative, judicial or regulatory 
actions in the future Additionally, the state regulatory 
agencies' ratemaking processes often provide flexibility 
in  the manner and timing of the depreciation of property, 
nuclear decommissioning costs and amortization of the 
reg u I a to ry assets 

e coal-based s olid svnthetic fuels oaerations Our conclusion that the Utilities meet the  criteria to apply ~ _______- 
GAAPfor regulated operarions is a material assumption in (See Note 22D) As a result, w e  recorded an after- 

tax charge of $74 million to discontinued operations, 
wh ich  was net of a previously recorded indemnification 
liability. 

In 2008, w e  recognized $57 million of income from 
discontinued operations attributable to controlling 
interests, net  of tax, which was  comprised primarily of 
$49 million after-tax gains on sales of our coal terminals 
and docks in West  Virginia and Kentucky and our 
remaining coal mining businesses 

W e  prepared our Consolidated Financial Statements in 
accordance with GAAP I n  doing so, w e  made certain 
estimates that were  critical in nature to  the results of 
operations The following discusses those significant 
accounting policies and estimates tha t  may have 
a material impact on our financial results and are 
subject t o  the greatest amount of subjectivity W e  have 
discussed the development and selection of these critical 
accounting policies and estimates w i th  the Audit and 
Corporate Performance Committee (Audi t  Committee) of 
our board of directors 

Our regulated utilities segments are subject to regulation 
that sets the prices (rates) w e  are permitted to charge 
customers based o n  ihe costs that regulatory agencies 
determine w e  are permitted to  recover A t  times, 
regulators permit the future recovery through rates of 
costs that would be currently charged to expense by 
a nonregulated company The application of GAAP for  
regulated operations to this ratemaking process results 
in deferral of expense recognition and the recording 
of regulatory assets based on anticipated future cash 
inf lows As a result of the different ratemaking ;Jrocesses 
in each state in which w e  operate, a significant amount 

the presentation and evaluation of our financial position 
and results of operations The Utilities' ability to continue 
to  meet the criteria for  application of GAAP for regulated 
operations could be affected in the future by actions of 
our regulators, competitive forces and restructuring 
in the electric utility industry. State regulators may not 
al low the Utilities to increase future retail rates required 
to recover their operating costs or provide an adequate 
return on investment, or in  the manner requested State 
regulators may also seek to  reduce or freeze retail rates. 
Such events occurring over a sustained period could 
result in the Utilities no longer meeting the criteria for the 
continued application of GAAP for regulated operations 
In the event that GAAP for regulated operations n o  
longer applies to one or both of  the Utilities, w e  are 
subject to the risk that regulatory assets and liabilities 
would be eliminated and utility plant assets may be 
impaired, unless an appropriate recovery mechanism 
was  provided Additionally, our financial condition, 
cash f lows and results of operations may be adversely 
impacted See Note 7 for additional information related to  
the impact of utility regulation on  our operations 

W e  evaluate the carrying value of long-lived assets 
and intangible assets with definite lives for impairment 
whenever impairment indicators exist If an impairment 
indicator exists, the asset group held and used is tested 
for recoverability by comparing the carrying value to  the 
sum of undiscounted expected future cash f lows directly 
attributable to the asset group If the asset group is not 
recoverable through undiscounted cash flows or if the 
asset group is to be disposed of, an impairment loss is 
recognized for the difference between the carrying 
value and the fair value of the asset group Our exposure 
to  potential impairment losses for utility plant, net is 
mitigated by the facr that our regulated ratemaking 
process generally allows for recovery of our investment 
in i~tiIiQ plant ~ I U S  an al lowed return on the investment, 
as long as the costs are prudently incurred The carrying 
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values of our total utility plant, net  a t  December 31, 
2010 and 2005, was $21 240 billion and $15 733 billion, 
respectively 

As discussed in  Note 13, our financial assets and 
liabilities are primarily comprised of derivative financial 
instruments and marketable debt and equity securities 
l ield in our nuclear decommissioning ti usts Substantially 
all unrealized gains and losses on derivatives and all 
unrealized gains and losses on nuclear decommissioning 
trust investments are deferred as requlatory liabilities or 

every five years These cost studies are subjectto change 
based on a variety of factors including, but not limited 
to, cost escalation, changes in technology applicable to 
nuclear decommissioning and changes in  federal, state 
or local regulations Changes in PEC's and PEF's nuclear 
decommissioning site-specific cost estimates or the use 
of alternative cost escalation or discount rates could 
be material to the nuclear decommissioning liabilities 
recognized 

PEC obtained updated cost studies for its nuclear plants 
assets consistent with ratemaking t r ia tment .  Therefore, in 2009, using 2009 cost --~__^___________I___ factors, which PEC filed with the 

NCUC in 2010 If the site-specific cost estimates increased the impact of fair value measurements from recurring 
financial assets and liabilities on our earnings is no t  
significant 

Asset Retirement 0 
Asset Retirement Obligations (AROs) represent legal 
obligations associated with the retirement of certain 
tangible long-lived assets. The present values of 
retirement costs for which w e  have a legal obligation 
x e  recorded as liabilities with an equivalent amount 
added to the asset cost and depreciated over the useful 
life of the associated asset. The liability is then accreted 
over time by applying an interest method of allocation to 
the liability 

AROs have no impact on our income as the effects are 
offset by the establishment of regulatory assets and 
regulatory liabilities in order to reflect the ratemaking 
treatment of the related costs 

Our total AROs at  December 31,2010, were  $1 200 billion 
W e  calculated the present value of our AROs based on 
estimates which are dependent on subjective factors 
such as management's estimated retirement costs, 
the timing of future cash flows and the selection of 
appropriate discount and cost escalation rates These 
undeilying assumptions and estimates are made as of a 
point in time and are subject to change These changes 
coii ld materially affect the AROs, although changes in  
such estimates should not  affect earnings, because 
these costs are expected to be recovered through rates 

Nuclear decommissioning AROs represent 55 percent 
of Progress Energy's total AROs a t  December 31, 201G 
To determine nuclear decommissioning AROs, we utilize 
periodic site-specific cost studies in order t o  estimate 
the nature, cost and bming of planned decommissioning 
activities for our nuclear plants Our rsgulators require 
updated cost estimates for nuclear decommissioning 

by 10 percent, PEC's AROs would have increased by 
$77 million If  the inflation adjustment increased 25 basis 
points, PEC's AROs would have increased by $169 million 
Similarly, an increase in the discount rate of 25 basis 
points would have decreased PEC's AROs by $56 million 

PEF obtained an updated cost study for its nuclear plant 
in 2008, using 2008 cost factors, which PEF filed with 
the FPSC in  2009 as part of PEF's base rate filing. As 
discussed in  Note 4C, the FPSC deferred review of PEF's 
nuclear decommissioning study from the rate case t o  
be addressed in  2010 in order for FPSC staff to assess 
PEF's study in  combination with other utilities anticipated 
to submit nuclear decommissioning studies in 2010. PEF 
was no t  required to prepare a n e w  site-specific nuclear 
decommissioning study in  2010, however, PEF was  
required to update the 2008 study with the most currently 
available escalation rates in 2010, which was filed with 
the FPSC in December 2010. If the site-specific cost 
estimates increased by 10 percent, PEF's AROs would 
have increased by $32 million. If the inflation adjustment 
increased 25 basis points, PEF's AROs would have 
increased by $25 million. Similarly, an increase in the 
discount rate of 25 basis points would have decreased 
PEF's AROs by $21 million. 

G aod\ii: E F s 
As discussed in Note 8, goodwill is required to be tested 
for impairment at least annually and more frequently 
when indicators of impairment exist All of our goodwill 
is allocated to our utility reporting units and our goodwill 
impairmenttests are performed at the utility reporting unit 
level The carrying amounts of goodwill a t  December 31, 
2010 and 2005, for the PEC and PEF reporting units were 
$1 922 billion and $1 733 billion, respectively 

As discussed in Note l D ,  in October 2010 we prospectively 
changed our annual goodwill testing date from 



April 1 to October 31 to better align our impairment testing 
procedures with the completion of our annual financial and 
strategic planning process As a result, during 2010, w e  
tested our goodwill for impairment as of October 31, 2010 
and April 1,2010, and concluded there was no impairment 
of the carrying value of the goodwill If the estimated fair 
values of PEG and PEF on those dates had been lower by 
10 percent, there still would be no impact on the reported 
value of their goodwill In addition, based on the results of 
impairment tests performed in April 2009 and April 2008, 
we concluded there was no impairment of the carryinq 

transactions to estimate the fair value of the utility 
reporting units Peer utilities are evaluated based on 
percentage of revenues generated by regulated utility 
operations, percentage of revenues generated by 
electric operations, generation mix, including coal, 
gas, nuclear and other resources, market capitalization 
as of the valuation date, and geographic location 
Comparable market transactions are evaluated based 
on the availability of financial transaction data and the 
nature and geographic location of the businesses or 
assets acquired, includinq whether the tarqet company 

the consolidated financial statements This change in 
accounting principle did not accelerate, delay, avoid, or 
cause a goodwill impairment charge. 

_ I _ - ~ -  

__ value of the ~ d w i l l  in the mor periods eresented in -had a significan ent __ The selection of 
comparable pee et  transactions, as 
we l l  as the appropriate multiplesfrom within a reasonable 
range, is a matter of professional judgment 

We calculate the fair value of our utility reporting w i t s  by 
considering various factors, including valuation studies 
based primarily on income and market approaches. 
More emphasis is applied to the income approach as 
substantially all of the Utilities' cash flows are from rate- 
regulated operations In such environments, revenue 
requirements are adjusted periodically by regulators 
based on factors including levels of costs, sales volumes 
and costs of capital Accordingly, the Utilities operate 
to some degree wi th  a buffer from the direct effects, 
positive or negative, of significant swings in  market or 
economic conditions. 

The income approach uses discounted cash f low 
analyses to determine the fair value of the utility reporting 
units The estimated future cash f lows from operations 
are based on the Utilities' business plans, which reflect 
management's assumptions related to customer usage 
based on internal data and economic data obtained 
from third-party sotfrces The business plans assiime 
the occurrence of certain events in the future, such as 
the outcome of future rate filings, future approved rates 
of returns on equity, the timing of anticipated significant 
future capital investments, the anticipated earnings and 
returns related to such capital investments, continued 
recovery of cost of service and the renewal of certain 
contracts Management also determines the appropriate 
discount rate for the utility reporting units based on the 
weighted average cost of capital for each utility, which 
takes into account both the cost of equity and pre-tax 
cost of  debt As each utility reporting unit has a different 
risk profile based on the nature of its operations, the 
discount rate for each reporting unit may differ 

The market approach L J S ~ S  implied market multiples 
derived ?-om comparable peer utilities and market 

The calculations in both the income and market 
approaches are highly dependent on subjective factors 
such as management's estimate of future cash flows, 
the selection of appropriate discount and growth rates 
f rom a marketplace participant's perspective, and the 
selection of peer utilities and marketplace transactions 
for comparative valuation purposes. These underlying 
assumptions and estimates are made as of a point in 
time. I f  these assumptions change or should the actual 
outcome of some or all of these assumptions differ 
significantly from the current assumptions, the fair 
value of the utility reporting units could be significantly 
different in future periods, wh ich  could result in  a future 
impairment charge to goodwill 

As an overall test of the reasonableness of the estimated 
fair values of the utility reporting units, w e  compared 
their combined fair value estimate to Progress Energy's 
market capitalization as of October 31, 2010 and April 1, 
2010 The analyses confirmed that the fair values were  
reasonably representative of market views w h e n  
applying a reasonable control premium to the market 
capitalization 

We monitor for events or circumstances, including 
financial market conditions and economic factors, that  
may indicate an interim goodwill impairment test is 
necessary W e  would perform an interim impairment 
test should any events occur or circumstances change 
that would more likely than not  reduce the fair value 
of a utility reporting unit below its carrying value As 
a result of the Merger Agreement discussed within 
M D & A  - "Introduction - Merger"  and in Note 25, we 
considered whether an interim goodwill impairment test 
was  necessary Based upon reasonable allocations of 
the Merger consideration to PEG and PEF, w e  concluded 



thai fair values exceeded their carrying values, and no 
intzrim impairment test was necessary 

As discussed in Note 1, w e  recognize electric utility 
revenues as service is  rendered t o  customers Operating 
revenues include unbilled electric utilities base revenues, 
pi imarily related to retail base revenues, earned when 
service has been delivered hut not billed by the end of 
the accounting period The determination of electricity 
sales to individual customers is based on meter readings, 

and liabilities could he material In  accordance w i th  
GAAP, the uncertainty and judgment involved in the 
determination and filing of income taxes are accounted 
for by prescribing a minimum recognition threshold that a 
tax position is required to meet before being recognized in 
the financial statemenrs A two-step process is required 
recognition of the tax benefit based on a "more-liltely- 
than-not" threshold, and measurement of the largest 
amount of tax benefit that is greater than 50 percent 
likely of being realized upon ultimate settlement with the 
taxing authority 

which occur on a systematic Dasis tnrougnour m e  
month At  the end of each month, electricity delivered to 
customers since the last meter reading is estimated and 
a corresponding accrual for the electric utility revenues 
associated with unbilled sales is recognized Unbilled 
retail ievenues are estimated by applying a weighted 
average revenuelkwh for all customer classes to the 
number of estimated k W h  delivered but not  billed The 
calculation of unbil led revenue is affected by factors that 
include fluctuations in energy demand for the unbilled 
period, seasonality, weather, customer usage patterns, 
price in effect for each customer class and estimated 
transmission and distribution line losses A t  December31, 
2010 and 2009, amounts recorded as receivables on the 
Consolidated Balancesheets related to unbilled revenues 
were $223 mill ion and $193 million, respectively 
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Judgment and the use of estimates are required in  
developing the provision for income taxes and reporting 
of tax-related assets and liabilities As discussed in Note 
14, deferred income tax assets and liabilities represent 
the future effects on income taxes for temporary 
differences between the bases of assets and liabilities 
for financial reporting and tax purposes Deferred tax 
assets and liabilities are measured using enacted tax 
rates expected to apply to taxable income in the years 
in which those temporary differences are expected to be 
recovered or settled The probability of realizing deferred 
tax assets is based on forecasts of future taxable income 
and the availability of tax-planning strategies that can he 
implemented, if necessary, to realize deferred tax assets 
We establish a valuation allowance when it is more likely 
than not  that all, or a portion of, a deferred tax asset wi l l  
not be realized 

The interpretation of tax laws involves uncertainty 
l i l t imate resolution of income tax matters may result 
in favorable or unfavorable impacts t o  net  income and 
cash flows, and adjustments to tax-related assets 

Peaasion costs 
As discussed in Note 16A, we maintain qualified 
noncontributory defined benefit retirement (pension) 
plans W e  also have supplementary defined benefit 
pension plans that provide benefits to higher-level 
employees Our reported costs are dependent on 
numerous factors resulting from actual plan experience 
and assumptions of future experience For example, such 
costs are impacted by employee demographics, changes 
made to plan provisions, actual plan asset returns and 
lkey actuarial assumptions, such as expected long-term 
rates of return on plan assets and discount rates used in 
determining benefit obligations and annual costs 

Due t o  a decrease in the market interest rates for 
high-quality (AAA/AA) debt securities, which are 
used as the benchmark for setting the discount 
rate to calculate the present value of future benefit 
payments, w e  decreased the discount rate to 5 65% at  
December 31, 2010, from 600% at December 31, 2009, 
which wil l  increase 201 1 pension costs, all other factors 
remaining constant Our discount rates are selected 
based on a plan-by-plan study, which matches our 
projected benefit payments to a high-quality corporate 
yield curve Consistent with general market conditions, 
our plan assets performed well  in 2010 wi th  returns of 
approximately 13% That positive asset performance 
wil l  result in decreased pension costs in 2011, all other 
factors remaining constant In addition, contributions to 
pension plan assets in late 2010 and in  201 1 wi l l  result in  
decreased pension costs in 201 1 due to increased asset 
balances and resulting expected earnings on those 
assets, all other factors remaining constant Evaluations 
of the effects of these and other factors on o u r  2011 
pension costs have nor been completed, but we estimate 
that the total cost recognized for pensions in 2011 will 
he 570 million t o  $80 million, compared with $88 million 
recognized in 2010 



W e  have pension plan assets wi th  a fair value of 
approximately S i  9 billion at  Decerrt-er 31, 2010 Our 
expected rate of return on pension plan assets is 
8 75% The expected rate of return ussd in pension cost 
recognition is a long-term rate o i  retl irn, therefore, w e  
do not  adjust that rate of return frequently In 2009, w e  
lowered the expected rate of return from the previously 
used 9 00%, due primarily to the uncertainties resulting 
from the severe capital market deterioration in  2008 
A 25 basis point change in the expected iate of return 
for 2010 would have chanqed 2010 Dension costs bv 

The majority of our operating costs are related to 
the Utilities Most of these costs are recovered from 
ratepayers in accordance with various rate plans We 
are allowed to recover certain fuel, purchased power 
and other costs incurred by PEC and PEF through 
their respective recovery clauses The types of costs 
recovered through clauses vary by jurisdiction Fuel 
price volatility and plant performance can lead to over- or 
under-recovery of fuel costs, as changes in  fuel expense 
are not  immediately reflected in fuel surcharges due 
to regulatory lag in setting the surcharges As a result, 

--__.___ -___-____ approximatelv $4 million. FOI-201 1, w e  have assumed an p r i ce  volatility and plant performance can be both 
a source of and a use of liquidity resources, depending expected rate of return of 8 50%, which was  reflected 

in the estimates of total pension costs discussed within 
this section 

Another factor affecting our pension costs, and sensitivity 
of the costs to  plan asset performance, is the method 
selected to determine the market-related value of assets, 
i e , the asset value to which the 8 75% expected long- 
term rate of return is applied Entities may use either fair 
value or an averaging method thatrecognizes changes in 
fair value over a period not  to exceed five years, with the 
method selected applied on a consistent basis from year 
to year We have historically used a five-year averaging 
method When w e  acquired Florida Progress in 2000, w e  
retained the Florida Progress historical use of fair value 
to determine market-related value for Florida Progress 
pension assets Changes in plan asset performance 
are ref lected in pension costs sooner under the fair 
value method than the five-year averaging method, and, 
therefore, pension costs tend to be more volatile using 
the fair value method Approximately 50 percent of our 
pension plan assets are subject t o  each of the t w o  
methods 

[-J y: i e4nJ 
Our significant cash requirements arise primarily from 
the capital-intensive nature of the Utilities' operations, 
including expenditures for environmental compliance 
We typically rely upon our operating cash flow, 
substantially all of which is generated by the Utilities, 
commercial paper and credit facrlities, and our ability to 
access the long-term debt and equity capital markets for 
sources of liquidity As discussed in "Future Liquiditv and 
Capital Resources" below, synthetic fuels tax credits wi l l  
provide an additional source of liquidity as those credits 
are realized 

on wha t  phase of the cycle of price volatility w e  are 
experiencing and/or h o w  our plants are performing 
Changes in the Utilities' fuel and purchased power costs 
may affect the timing of cash flows, but  not  materially 
affect net income 

As a registered holding company, our establishment of 
intercompany extensions of credit is subjectto regulation 
by the FERC Our subsidiaries participate in internal 
money pools, administered by PESC, to more effectively 
utilize cash resources and reduce external short-term 
borrowings The utility money pool al lows the Utilities to 
lend to and borrow from each other A non utility money 
pool allows our nonregulated operations to lend to  and 
borrow from each other The Parent can lend money to 
the utility and non-utility money pools but cannot borrow 
funds 

The Parent is a holding company with $4 7 billion of senior 
unsecured debt following its issuance of $500 million 
of senior unsecured debt on January 21, 2011. As a 
holding company, the Parent has no revenue-generating 
operations of its own  The primary cash needs at  the 
Parent level are our common stockdividend, interest and 
principal payments on the Parent's senior unsecured debt 
and potentially funding the Utilities' capital expenditures 
through equity contributions The Parent's ability to meet 
these needs is typically funded wit.h dividends f rom the 
Utilities generated from their earnings and cash flows, 
and to  a lesser extent, dividends from other subsidiaries; 
repayment of funds due to the Parent by its subsidiaries, 
the Parent's credit facility, and/or the Parent's ability 
to access the short-term and long-term debt and 
equity capital markets I n  recent years, rather than 
paying dividends to the Parent, the Utilities, in certain 
cases, have retained their free cash f low to fund their 
capital expenditures During 2010, PEC paid dividends 
of $100 million and PEF paid dividends of $50 million 
to the Parent PEC and PEF expect to pay dividends to 
ihe Parent in 2011 There are a number of factors that 



impact the Utilities‘ decision or ability to pay dividends 
to the Parent or to seek equity contributions from the 
Parent, including capital expenditure decisions and the 
timing of recovery of fuel and other pass-through ccsts 
Therefore, we cannot predict the level of dividends or 
equity contributions between the Utilities and the Parent 
from year to year The Parent could change its existing 
common stock dividend policy based upon rhese and 
other b u si ness fa c to rs 

Cash from operations, commercial paper issuance, 

PEC and PEF In the event of deialrit by a counterparty, 
the exposure in the transactlop is the c o s t  of replacing 
the agreements at currentm8rket r a t a  At  December31, 
2010, the sunis of the Parent’s, PEC’s arid FEF’s open pay- 
fixed forward starting swaps v . w e  each in  a net mark- 
to-market Iiahiliy position See Note 17B for additional 
information with regard to our interest irate derivatives 

On July 21, 2010, the Wall  Street Reform and Consumer 
Protection A c t  (H R 4173) was signed into l aw  Among 
other things, the l a w  includes provisions related to the 

borrowinqs under our credit facilities and/or long- swaps and over-the-counter derivatives markets Under 
the law, we expect to be exempt from m a n x o r y  clearing 

- ~ - - _ _ _ _  - _.- 

term debt f inancii igs are expected to fund capital 
expenditures, long-term debt maturities and common 
stock dividends for 201 1 W e  do not  expect to realize a 
material amount of proceeds from the sale of equity in  
201 1 (See ”Financing Activities”) 

W e  have 24 financial institutions that support our 
combined $2 0 billion revolving credit facilities for the 
Parent, PEC and PEF, thereby limiting our dependence on 
any one institution The credit facilities serve as back- 
UPS to our  commercial paper programs. To the extent 
amounts are reserved for commercial paper or letters of 
credit  outstanding, they are not  available for additional 
borrowings A t  December 31, 2010, the Parent had no 
outstanding borrowings under its credit facility, no 
outstanding commercial paper and had issued $31 million 
of letters of credit, which were  supported by the revolving 
credit facility A t  December 31, 2010, PEC and PEF had 
no outstanding borrowings under their respective 
credit facilities and no outstanding commercial paper 
Based on these outstanding amounts at  December 31, 
2010, there was  a combined $1 969 billion available for 
additional borrowings 

At  December 31, 2010, PEC and PEF had limited 
counterparty mark-to-market exposure for financial 
commodity hedges (primarily gas and oil hedges) due 
to spreading our concentration risk over a number of 
counterparties In the event of default by a counterparty, 
the exposure in the transaction i s  the cost of replacing 
the agreements at current marketrates A t  December31, 
2010, the majorityof the Utilities’open financial commodity 
hedges were in net  mark-to-market liability positions 
See Note 17A for additional information with regard t o  
o u r  commodity derivatives 

At  flecernber 31, 2010, w e  had limited mark-to-market 
exposure to certain financial institutions under pay-fixed 
forward starting swaps to  hedge cash f low risk wi th  
rsgard to  future financing transactions for the Parent, 

and exchange trading requirements for our commodity 
and interest rate hedges because we are an end user 
of these products Capital and margin requirements for 
these hedges are expected to be determined as more 
detailed rules and regulations are published during 
2011 A t  this time, we do not  expect the l a w  to have a 
material impact on our financial condition However, w e  
cannot determine the impact until the final regulations 
are issued 

Our pension and nuclear decommissioning trust funds 
are managed by a number of financial institutions, 
and the assets being managed are diversified in  order 
to l imit concentration risk in any one institution or 
business sector 

W e  believe our internal and external liquidity resources 
wi l l  be sufficient to fund o w  current business plans 
W e  wil l  continue to monitor the credit markets to 
maintain an appropriate level of liquidity Our ability to 
access the capital markets on favorable terms may be 
negatively impacted by credit rating actions Risk factors 
associated with the capital markets and credit ratings 
are discussed below 

s 
Net cash provided by operations is the primary source 
used to meet operating requirements and a portion of 
c a pita I ex p e n d i tu res The Ut i I i ties pr o d II c e d s u bstan t i a I l y 
all of our consolidated cash from aperations for the 
years ended flecember3l.2010.2009 and 2008 Net  cash 
provided by operating activities for the three years ended 
December 31, 2010 2009 and 2008, was $2537 billion, 
$2 271 billion and Si 218 billion. respectively 



Net cash provided by operating activities increased 
$265 million for 2010, when compared to 2009 The 
increase was  primarily due to the $203 million favorable 
impact of weather, partially of fset  by $78 million higher 
nuclear plant outage and maintenance costs included in  
O&M, both as previously discussed, $197 million lower 
cash used for inventory, primarily due to  higher coal 
consumption in 2010 as a result of favorable weather 
that was  fulfilled through the 2010 usage of inventory 
from year-end 2009, $154 million payment in 2009 due 
to a verdict in  a lawsuit against Progress Energy and 

County  and Harris generating facilities, and a $62 million 
increase in cash provided by other invesring activities 
primarily due to the receipt of NUCkar Electric Insurance 
Limited (NEIL) insurance proceeds for repairs due t o  the 
CR3 extended outage (See "FUtiire Liquid iy  and Capital 
Resources - Regulatory Matters and Recovery of Costs 
- CR3 Outage") 

Excluding proceedsfromsales of discontinued operations 
and other assets, net of cash divested of $1 million in 
2009 and $72 million in 2008, which are presented in other 

a number of our subsidiaries and affiliates previously 
enqaqed in coal-based solid synthetic fuels operations 

investing activities on the Consolidated Statements of 
Cash Flows, cash used in investing activities decreased 

--.--.--I__p ---____ ____- I_ 

(See Note 22flJ, $56 million net cash receipts for income 
taxes in  2010 compared to $87 million net cash payments 
for income taxes in 2009, and $121 million lower cash 
used for pension and other benefits, primarily due to a 
reduction of contributions made in 2010 These amounts 
were  partially offset by a $2 million under-recovery of fuel 
in 2010 compared to a $290 million over-recovery of fuel 
in 2009 due to higher fuel costs and lower  fuel rates in 
2010 and $23 mill ion of net  payments of cash collateral t o  
counterparties on derivative contracts in 2010 compared 
to $200 million ne t  refunds of cash collateral in 2009 

Net  cash provided by operating activities for 2009 
increased w h e n  compared with 2008 The $1 053 billion 
increase in operating cash f low was primarily due to a 
$290 million over-recovery of fuel in 2009 compared to  
a $333 under-recovery of fuel in  2008 due to higher fuel 
rates in 2009 and $340 million of cash collateral paid to 
counterparties on derivative contracts in 2008 compared 
to $200 million ne t  refunds of cash collateral in  2009 
These impacts were partially offset by $221 million of 
pension and other benefits contributions made in 2009 

The Utilities file annual requests w i th  their respective 
state commissions seeking rate increases or decreases 
for fuel cost under- or over-recovery 

i FdV EST i N h; P ST f9' ITI ES 
Netcash used by invesbng activibesforthe three years ended 
December 31, 2010, 2009 and 2008. was  $2400 billion, 
$2 532 billion and $2 541 billion, respectively 

Ne t  cash used by investing activities decreased by 
$132 million for 2010, when compared to 2009 This 
decrease was  primarily due to a $74 million decrease 
in gross property additions, primarily due to lower 
spending for environmental compliance and nuclear 
projects at PEF, partially offser by PEC's increased 
capital expenditures a t  the Wayne County, New Hanover 

by $80 million The decrease in 2009 was  primarily due to  
a $24 million decrease in  gross property additions at the 
Utilities, primarily due to lower  spending for environmental 
compliance projects and the completion of PEF's Bar tow 
Plant repowering project in 2009, a $22 million decrease 
in nuclear fuel additions; and a $20 million decrease in 
ne t  purchases of available-for-sale securities and other 
investments Available-for-sale securities and other 
investments include marketable debt securities and 
investments held in nuclear decommissioning trusts. 

f lur ing 2008, proceeds from sales of discontinued 
operations and other assets primarily included proceeds 
of $63 million from the sale of our coal terminals and 
docks and our remaining coal mining businesses (See 
Notes 3A and 3B) 

~~~~~~~~~ ACTiWlTiES 

Ne t  cash (used) provided by financing activities for the 
three years ended December31,2010,2009 and 2OO8, w a s  
$(251) million, $806 million and $1 248 billion, respectively 
See Note 11 for details of debt and credit facilities 

Net cash used by financing activities increased by 
$1 057 billion for 2010 when compared to 2009 The 
increase was primarily due to the $1 687 billion reduction in 
proceeds from long-term debt issuances, net primarily due 
to the Parent's combined $1 700 billion issuances and PEC's 
$600 million issuance in 2009 compared to PEF's $600 million 
issuance of long-term debt in  2010, partially offset by the 
Parent's payments of $629 million on short-term debt with 
original maturities greater than 90 days in 2009 

Re t  cash provided by financing activities decreased 
by $442 million for 2009 when compared to 2008 The 
deci ease IS primarily due to a $1 082 billion increase in 
net payments o n  short-term debt with original maturities 
greater than 90 days, primarily driven by the Parent's 
repayment of prior-year borrowings under its revolving 



C'ase So. 2011-121 
StifT-DR-01-011 b pari 2 attarhrnent 
(Progress E.ner,m) 
Page 26 of 121 

decrease in short-term indebtedness, primarily driven 
by commercial paper repayments, partially offset by a 
$491 million increase in proceeds f rom the issuance of 
common stock, primarily related t o  the Parent's January 
2009 common stock offering, a $481 million increase 
in net  proceeds from long-term debt issuances due 
to the Parent's combined $1 700 billion issuances and 
PEC's $600 million issuance in 2009 compared to PEF's 
$I 500 billion issuance and PEC's $325 mill ion issuance i n  
2008, and a $477 million decrease in payments a t  maturity 

Progress Energy issued approxrmately 122 mill ion 
shares of common stock resulting in approximately 
$434 million in proceeds from the Progress Energy 
Investor Plus Plan (tPP) and its employee benefrt and 
equity incentive plans Included in these amounts 
were approximately 1 1  2 million shares for proceeds 
of  approximately $431 million issued for the IPP For 
2010, the dividends paid on common stock were 
approximately $718 million 

2005 

Our financing activities are described below 

201 1 

0 O n  January 21, 201 1, the Parent issued $500 million of 
4 40% Senior Notes due 2021 W e  expect to use the ne t  
proceeds, along with available cash on hand, to retire 
a t  maturity the $700 million Outstanding aggregate 
principal balance of our 7 10% Senior Notes due 
M a r c h  1,201 1 

207 0 

0 On January 15, 2010, the Parent paid at maturity 
$100 million of it,s Series A Floating Rate Notes with a 
portion of the proceeds from the $950 million of Senior 
Notes issued in  November 2009 

0 On March  25, 2010, PEF issued $250 million of 4.55% 
First Mortgage Bonds due 2020 and $350 million of 
5 65% First Mortgage Bonds due 2040 Proceeds were 
used to repay the outstanding balance of PEF's notes 
payable to  affiliated companies, t o  repay the maturity 
of PEF's $300 million 4 50% First Mortgage Bonds due 
June 1,2010, and for general corporate purposes 

0 On October 15, 2010, PEC and PEF each entered into 
n e w  $750 million, three-year RCAs with a syndication 
of 22 financial institutions The RCAs are used to 
provide liquidity support for PEC's and PEF's issuances 
of commercial paper and other short-term obligations, 
and for general corporate purposes The RCAs wil l  
expire o n  October 15,2013. The n e w  $750 million RCAs 
replaced PEC's and PEF's $450 mill ion RCAs, which 
were  set to expire ,June 28, 201 1 and March  28, 201 1, 
respectively Both S450 million RCAs were terminated 
effective October 15, 2010 (See "Credit Facilities and 
Registration Statements") 

* O n  October 15, 2010, the Parent ratably reduced t h e  
size af its $1 130 billion credit facil i ty to $500 million 
with the existing group of 15 financial institutions (See 
" C red i t Fa c i I it i e s a nd Reg is tra t i  o n S t a teme n ts ") 

shares of common stock at  a public offering price of 
$37 50 per share Net proceeds from this offering were 
approximately $523 million O n  February 3, 2009, the 
Parent used $100 million of the proceeds to reduce its 
$600 million RCA balance outstanding a t  December31, 
2008, and the remainderwas used for general corporate 
purposes 

* On January 15, 2009, PEC issued $600 million of First 
Mortgage Bonds, 530% Series due 2019 A portion of 
the proceeds was  used to repay the maturity of PEC's 
$400 million 5 95% Senior Notes, due March  1, 2009 
The remaining proceeds were  used to  repay PEC's 
outstanding short-term debt and for general corporate 
purposes 

0 On March 19, 2009, the Parent issued an aggregate 
$750 million of Senior Notes consisting of $300million of 
6 05% Senior Notes due 2014 and $450 million of 7 05% 
Senior Notes due 2019 A portion of the proceeds was  
used to fund PEF's capital expenditures through an 
equity contribution with the remaining proceeds used 
for general corporate purposes 

0 On June 18,2009, PEC entered into a Seventy-seventh 
Supplemental Indenture to its Mortgage and Deed 
of Trust, dated May 1, 1940, as supplemented, in 
connection with certain amendments to  the mortgage 
The amendments are set forth in the Seventy-seventh 
Supplemental Indenture and include an amendment to 
extend the maturity date of the mortgage by 100 years 
The maturity date of the mortgage is n o w  May 1,2140 

0 On November 19,2009, the Parent issued an aggregate 
$950 million of Senior Notes consisting of $350 million 
of 4875% Senior Notes due 2019 and $600 million of 
6 00% Senior Notes due 2039 The proceeds were used 
to retire at maturity the $100 million outstanding Series 
A Floating Rate Notes due January 15, 2010, to repay 
outstanding commercial paper balances, to pre-fund a 
portion of the $700 million aggregate principal amount 
due upon maturity of our 7 10% Senior Notes due 
March  1,201 1. and for general carporate purposes 



0 During 2009, w e  repaid the November 2008 $600 million 
borrowing under our RCA 

Q Progress Energy issued approximately 3 1 million 
shares of common stock resulting in  approximately 
$100 million in proceeds from its IPP and its employee 
benefit and equity incentive plans Included in these 
amounts were approximately 2 5 million shares for 
proceeds of approximately $100 million issued for the 
Progress Energy 401(k) Savings & Stock Ownership 
Plan (401(k)) and the IPP For 2009, the dividends paid 
on common stock were approximately $693 million 

interest The redemption was funded with a portion of 
the proceeds from the June 18,2008 debt issuance 

0 On November 3,2008, the Parent borrowed $600 million 
under its RCA to reduce rollover risk in the commercial 
paper markets The borrowing was  repaid during 2009 

e On November 18, 2008, the Parent, as a well-known 
seasoned issuer, PEC and PEF filed a combined shelf 
registration statement with the SEC, which became 
effective upon filing wi th  the SEC The registration 
statement is effective for three years and does not  
l imit the amount or number of various securities that 

2008 

0 On February 1,2008, PEF paid at  maturity $80 million of 
its 6.875% First Mortgage Bonds with available cash 
on hand and commercial paper borrowings 

0 On March 12,2008, PEC and PEF amended their RCAs 
with a syndication of f inancial institutions to extend 
the termination date by one year The extensions were  
effective for both utilities on March 28, 2008 PEC's 
RCA was extended to June 28, 2011, and PEF's RCA 
was  extended to March  28,201 1 These credit facil i t ies 
were terminated on October 15, 2010 (See "Credit 
Facilities and Registration Statements") 

0 On March 13, 2008, PEC issued $325 million of First 
Mortgage Bonds,630% Series due 2038 The proceeds 
were used to repay the maturity of PEC's $300 million 
665% Medium-Term Notes, Series D, due April 1, 
2008, and the remainder was placed in temporary 
investments for  general corporate use as needed 
On April 14, 2008, the Parent amended its RCA with 
a syndication of financial institutions to extend the 
termination date by one year The extension w a s  
effective on May  2, 2008 The RCA is now scheduled 
to expire on May  3, 2012 (See "Credit Facilities and 
R e g is t r a t i on Stat em e n ts  " ) . 

0 On May 27, 2008, Progress Capital Holdings, Inc , one 
of our wholly owned subsidiaries, paid a t  maturity its 
remaining outstanding debt of $45 million of 6 46% 
Medium-Term Notes wi th  available cash on hand - On June 18, 2008, PEF issued $500 million of First 
Mortgage Bonds, 565% Series due 2018 and 
$1 000 billion of First Mortgage Bonds, 640% Series 
due 2038 A portion of the proceeds was used to repay 
PEF's utility money pool borrowings, and the remaining 
proceeds were placed in temporary investments for 
general corporate use as needed On August 14, 2008, 
PEF redeemed the entire outstanding $450 million 
principal amount of its Series A Floating Rate Notes due 
November 14,2008, at 100 percent of par plus accrued 

Statements") 
* Progress Energy issued approximately 3 7 million 

shares of common stock resulting in approximately 
$132 million in proceeds from its IPP and its employee 
benefit and equity incentive plans Included in these 
amounts were approximately 3 1 mil l ion shares for 
proceeds of approximately $131 mill ion issued for 
the 401(k) and the IPP For 2008, the dividends paid on 
common stock were approximately $642 million 

S ~ ~ ~ T . T ~ R ~  DEBT 

A t  December 31, 2010, and at  the end of each month 
during 2010, Progress Energy had no outstanding short- 
term debt 

Future ~~~U~~~~~ an 
Please rev iew "Safe Harbor for Forward-Looking 
Statements" for a discussion of the factors that  
may impact any such forward-looking statements 
made herein 

The Utilities produce substantially all of our consolidated 
cash from operations We anbcipate that the Ublibes will 
conbnue to produce substanbally all of the consolidated 
cash flows from operations over the next several years 
Our discontinued SynthebC fuels operations historically 
produced significant net earnings from the generabon of tax 
credits (See "Other Matters - Synthetic Fuels Tax Credits") 
A porbon of these tax credits has yet to he realized in cash 
due to the difference in bming of when tax credits are 
recognized for financial reporbng purposes and realized for 
tax purposes AtDecember31,2010, we have carriedforward 
$836 mrllron of deferred tax credits Fiealizabon of these tax 
credits is dependent upon our future taxable income, which 
is expected to he generated prirnariiy by the UblibeS 

We expect to be able to meet our future l i q u i d i ~  needs 
through cash from operations, availability under our 
credit facilities and issuances of cornmercial paper and 
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long-term debt, which are dependent on 
successfully access c a pita1 markets 

Credit rating downgrades could negatively impact our 
ability to access the capital markets and respond to malor 
events such as hurricanes Our cost of capital could also 
be  higher, which could ultimately increase prices for our 
customers I t  is important for us to maintain our credit 
ratings and have access to the capital markets in order to 
reliably serve customers, invest in capital improvements 
2nd prepare for our customer's future energy needs 

The performance of the capital markets affects the values 
of the assets held in trustto satisfy future obligations under 
our defined benefit pension plans Although a number of 
factors impactour pension funding requirements, a decline 
in the market value of these assets may significanrly 
increase the future funding requirements of the obligations 
under our defined benefit pension plans W e  expect to 
make contributions of $300 million to $400 million directly 
to pension plan assets in 2011 (See Note 16) 

As discussed in "Liquidity and Capital Resources," 
"Capital Expenditures," and in  "Other Matters - 
Environmental Matters," over the lonq term, compliance 

-----__- - ~ _ _ _ _ _ _ _ _ _ I -  ~ _ _ _ _ _ - ~  
W e  typically issue commercial paper to meet short-term 
liquidity needs If liquidity conditions deteriorate and 
negatively impact the commercial paper market, w e  
will need to evaluate other, potentially more expensive, 
options for meeting our short-term liquidity needs, wh ich  
nrdy iriclude borrowing under our RCAs, issuing short- 
terni notes and/or issuing long-term debt 

On October 15, 2010, PEC and PEF entered into n e w  
three-year RCAs The Parent's RCA wil l  expire in M a y  
j012, with the exception of approximately $22 million 
that wi l l  expire in May  2011 (See "Credit Facilities and 
Registration Statements") In the event w e  enter into a 
n e w  credit facility for the Parent, w e  cannot predict the 
terms, prices, duration o r  participants in such facility 

Progress Energy and its subsidiaries have approximately 
$12 642 billion in  outstanding long-term debt, including 
the $505 million current portion a t  December 31, 2010. 
Currently, approximately $860 million of the Utilities' 
debt obligations, approximately $620 million at  PEC 
and approximately $240 million at PEF, are tax-exempt 
auction rate securities insured by bond insurance These 
t-ax-exempt bonds have experienced and continue to 
experience failed auctions Assuming the failed auctions 
persist, future interest rate resets on our tax-exempt 
auction rate bond portfolio wil l be dependent on the 
volatility experienced in the indices that dictate our 
interestrate resets and/or rating agency actions that may 
lower our tax-exempt bond ratings In the event of a t w o  
notch downgrade of PEC's andlor PEF's senior secured 
debt rating by Standard & Poor's Rating Services (S&P), 
the ratings of such utility's t,ax-exempt bonds would be 
below A-,mostlikelyresulting in  higherfuture interestrate 
resets In  the event of a t w o  notch downgrade by Moody's 
Investor Services, Inc (Moody's), PEC's tax-exempt 
bonds will continue to be rated a t  or above A3 while PEF's 
would be below A3, most likely resulting in  higher future 
interest rate resets for PEF's tax-exempt bonds W e  wil l  
continue to monitor this market and evaluate options to 
mitigate our exposure t o  future volaiility 

with environmental regulations and meeting the 
anticipated load growth at  the Utilities as described 
under "Other Matters - Energy Demand" will require 
the Utilities to make significant capital investments. 
We may pursue joint ventures or similar arrangements 
with third parties i n  order to  share some of the financing 
and operational risks associated with n e w  baseload 
generation As discussed in "Other Matters - Nuclear 
- Potential N e w  Construction," PEF will postpone major 
capital expenditures for the Levy project unti l after the 
NRC issues the COL, which is expected to be in 2013 if the 
current licensing schedule remains on track. 

Certain of our hedge agreements may result in the 
receipt of, or posting of, derivative collateral with 
our counterparties, depending on the daily derivative 
position. Fluctuations in commodity prices that lead to 
our return of collateral received and/or our posting of 
collateral with our counterparties negatively impact our 
liquidity Substantially all derivative commodityinstrument 
positions are subject to retail regulatory treatment. After 
settlement of the derivatives and consumption of the 
fuel, any realized gains or losses are passed through 
the fuel cost-recovery clause Changes in  natural gas 
prices and settlements of financial hedge agreements 
since December 31, 2009, have impacted the amount of 
collateral posted wi th  counterparties A t  December 31, 
2010, w e  had posted approximately $164 million of cash 
collateral compared to $146 million of cash collateral 
posted at  December 31,2009 The majority of our financial 
hedge agreements wil l  settle in 201 1 and 2012 Additional 
commodity market price decreases could result in 
significant increases in the derivative collateral that w e  
are required to post with counterparties We continually 
monitor our derivative positions in relation to market 
price activity As discussed in Note 17C, credit rating 
downgrades could also require us to post additional cash 
collateral for commodity hedges in a liability position as 
certain derivative instruments require us to  post collateral 
on liability positions based on our credit ratings 



The amount and tiining of future sales of debt securities 
wil l  depend on Tarket  conditions, operating cash f low 
and our specific liquidity needs We may from time to time 
sell securities beyond the amount immediately needed 
to meet our captial oi liquidity requirements in order to 
prefund our expected maturity schedule, to allow for the 
eai ly redemption of long-term debt, the redemption of 
preferred stock, the reduction of short-term debt or for 
other corporate purposes 

A t  December31,2010,the curront portior, of ourlong-term 

Also on November 17, 2010, the NCUC approved PEC's 
request for an increase in the DSM and EE rate charges 
to its North Carolina ratepayers The $31 million increase 
was effecrive December 1,2010 

The NCUC has issued Certificates of Public Convenience 
and Necessity allowing PEC to proceed wi th  plans to 
construct an approximately 600-MW generating facility 
a t  its Richmond County generation site prolected to 
be in service by June 2011, an approximately 950-MW 

--! N C ,  
debt w a s  $505 million We expect to fund the Parent's 
$700 million of Senior Notes due March  1, 2011 with a 
cornbination of available cash on hand and net proceeds 
of $495 million from the Parent's issuance of $500 million 
of 4 40% Senior Notes on January 21, 201 1 Accordingly, 
w e  classified $495 million of the Parent's $700 million 
Senior Notes due March 1, 2011 as long-term debt a t  
December 31, 2010 We expect t o  fund PEF's $300 million 
current portion of long-term debt wi th  a combination of 
cash from operations, commercial paper borrowings 
and/or long-term debt 

~~~~~~~~~~ MATTERS AFjD RECOVER'J DF COSTS 

Regulatory matters, including nuclear cost recovery, as 
discussed in  Note 7 and "Other Matters - Regulatory 
Environment," and recavery of environmental costs, 
as discussed in Note 21 and in "Other Matters - 
Environmental Matters," may impact our future liquidity 
and financing activities The impacts of these matters, 
including the timing of recoveries from ratepayers, can be 
both a source of and a use of future liquidity resources 
Energy legislation enacted in recent years may impact 
our liquidity over the long term, including, among others, 
provisions regarding cost recovery, mandated renewable 
portfolio standards, DSM and EE 

Regulatory developments expected to have a material 
impact on our liquidity are discussed below 
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On June 23, 2010, the SCPSC approved PEC's request 
for a decrease in the fuel rate charged to its South 
Carolina ratepayers The $17 million decrease, effective 
July 1, 2010, is driven by declining fuel prices 

On November 17,2010, the NCUC approved PEC's request 
for a decrease in  the fuel rare charged to its Norrh 
Carolina ratepayers The $170 million decrease, effective 
December 1, 2010, is alse driven by declining fuel prices 

projected to be in service by January 2013, and an 
approximately 620-MW generating facil i ty a t  a site in 
New Hanover County, N C , projected to be in service by 
December 2013 

PEF Base Wrjies 

On June 1, 2010, the FPSC approved a settlement 
agreement between PEF and the interveners, with 
the exception of the Florida Association for Fairness 
in Ratemaking, to the 2009 rate case As part of  the 
settlement, PEF withdrew its motion for reconsideration 
of the rate case order Among other provisions, under 
the terms of the settlement agreement, PEF wi l l  maintain 
base rates at  current levels through the last billing 
cycle of 2012 Among other provisions, the settlement 
agreement also authorized PEF the opportunity to earn a 
return on equity (ROE)  of up to  11 5 percent and provides 
that if PEF's actual retail base rate earnings fall below a 
9 5  percent R O E  on an adjusted or pro forma basis, as 
reported on a historical 12-month basis during the term of 
the agreement, PEF may seek general, limited or interim 
base rate relief, or any combination thereof, subject to 
certain conditions The settlement agreement does not 
preclude PEF from requesting the FPSC to approve the 
recovery of costs (a)  that are of a type wh ich  traditionally 
and historically would be, have been or are presently 
recovered through cost-recovery clauses or surcharges, 
or (b) that are incremental costs not currently recovered 
in  base rates, which the legislature or FPSC determines 
are clause recoverable, or ( c )  which are recoverable 
through base rates under the nuclear cost-recovery 
legislation or the FPSC's nuclear cost-recovery rule 
Finally, PEF wil l  be allowed to recover the costs of named 
storms on an expedited basis after depletion of the storm 
damage reserve ?pecifically, 60 days following the filing 
of a cost-recovery petition with the FPSC and based on 
a 12-month recovery periad, PEF can begin recovsry, 
subject to refund, through a surcharge of ~p t o  $4 00 per 
1,000 kWh on monthly residential customer bills for storm 



costs I n  the event the storm costs exceed that level, any 
excess additional costs wil l  be deferred and recovered 
in a subsequent year or years as determined by the 
FPSC Additionally, the order approving :he settlement 
agreement allows PEF to  use the surcharge to replenish 
the storm damage reserve to $136 million, the level as of 
June  1,2010, after storm costs are fully recovered 

O n  November 1, 2010, PEF filed a request with the FPSC 
to seek approval to decrease the total fuel cost-recovery 

help mitigate the initial price impact on its customers, 
PEF proposed and tbe rPSC approved collecting certain 
costs over a five-year period, with associated carrying 
costs on the u n r e c w e r e l  balance In adopting PEF's 
proposed rate management plan for 2010, the FPSC 
permitted PEF to annually reconsider changes TO the 
recovery of deferred amounts to afford greater flexibility 
to manage future rate impacts The rate management 
plan included the 2009 reclassification to the nuclear 
cost-recovery clause i egulatory asset of $198 million 
of capacity revenues and the accelerated amortization 

' of $76 rn i l l im of preconstruction costs The cumulative 
amount of $274 million was  recorded as a nuclear cost- 

-----I_. ----__I_- ~ _ _ - ~  --.TT 
the projected recovery through the Capacity Cost- 
Recovery Clause ( C C R C )  and for the projected recovery 
of fuel costs The decrease in the C C R C  is primarily due 
to the refund of a prior period over-recovery as a result of 
higher than expected sales in 2010 and lower  anticipated 
costs associated with PEF's proposed Levy project in 
2011 (See "Other Matters - Nuclear - Potential N e w  
Construction") The decrease in the projected recovery 
of fuel costs is due to lower expected 2011 fuel costs, 
parlially offset by an under-recovery of 2010 fuel costs 
On November 2, 2010 and November 30,2010, the FPSC 
approved PEF's CCRC residential rate and fuel rate, 
respectively 

PEF Nuclear Cost Recovery 

PEFis allowed to recover prudently incurred site selection 
costs, preconstruction costs and the carrying cost on 
construction cost  balances on an annual basis through 
the CCRC Such amounts wil l  not  be included in PEF's rate 
base when the plant is placed in commercial operation 
The nuclear cost-recovery rule also has a provision to 
recover costs should the project be abandoned after the 
utility receives a final order granting a Determination of 
Need These costs include any unrecovered construction 
work in  progressatthetime ofabandonmentand anyother 
prudent and reasonable exit costs In addition, the rule 
requires the FPSC to conduct an annual prudence review 
of the reasonableness and prudence of all such costs, 
including construction costs, and such determination 
shall not  be Subject to later review except upon a finding 
of fraud, intentional misrepresentation or the intentional 
withholding of key information by the utility 

In 2009, pursuant to the FPSC nuclear cost-recovery rule, 
PEF filed a petition to recover $446 million through the 
CCRC, which primarily consisted of preconstruction and 
carrying costs incurred or anticipated to be incurred 
during 2009 and the projected 2010 costs associated 
wi th  the Levy and C R 3  uprate projects In an effort to 

recovery regulatory asset a t  December 31, 2009, and Is 
projected to  be recovered by 2014 

On October 26, 2010, the FPSC approved PEFS annual 
nuclear cost-recovery filing with the FPSC to recover 
$164 million, which includes recovery of preconstruction, 
carrying and CCRC-recoverable O&M costs incurred 
or anticipated to be incurred during 2011, recovery of 
$60 million of the 2009 deferral in 2011, as well as the 
estimated true-up of 2010 costs associated with the Levy 
and CR3 uprate projects beginning wi th  the first January 
201 1 billing cycle Additionally, the FPSC approved the 
prudence of the 2009 costs associated with the Levy 
project The final order was  issued on February 2,201 1 

CR3 O m y e  

PEF maintains insurance coverage against incremental 
costs of replacement power resulting from prolonged 
accidental outages at CR3 through NEIL (See Note 40) 
NEIL has confirmed that the CR3 delamination event is 
a covered accident PEF is continuing to work with NEIL 
for recovery of applicable repair costs and associated 
replacement power costs 

The following table summarizes the CR3 replacement 
power and repair costs and recovery through 
December31.2010 

Replacement 
/!ri rn/!!iOonSl Power Costs Repair Costs 

Spent to date S288 s150 

NEIL proceeds received (117) !54) 
Insurance receivable a t  

December 31, 2010 (54) (47 i  

Balance for recovery S117 S39 

PEF considers replacement power snd capital costs not 
recoverable through insurance to  be recoverable through 



its fuel cost-recovery clause or base rates PEF accrued 
$171 million of replacement power cost reimbursements 
after the deductible period, which reduced the portion 
of the deferred fuel regulatory asset related to the 
extended CR3 outage to $117 million at  December 31. 
2010 Additional replacement power costs and repair 
and maintenance costs incurred until CR3 is returned to 
service could be material 

W e  cannot predict the outcome of this matter 

Florida that wi l l  be placed in service toward the middle 
of the next decade 

Total cash from ooerations and prcceeds from 
long-term debt arc! eqi,ity issuances provided the funding 
for our capital expenditures, including environmental 
compliance and other utility property additions. nuclear 
fuel expenditures and non utili'cj propeity additions, 
during 2010 

As shown in the table that follows, we expect the majority 
of our capital expenditures to be incurred at  our regulated 

On December 30, 2009, the FPSC ordered PEF and 
other Florida utilities to adopt DSM goals based on 
enhanced measures, which wil l result in significantly 
l i igher conservation goals As subsequently revised by 
the FPSC, PEF's aggregate canservation goals over the 
next 10 years were  1,134 Summer MW, 1,058 Winter 
MW, and 3,205 gigawatt-hours IGWh) On March  30, 
2010, PEF filed a pebtion for approval of its proposed 
DSM plan and to authorize cost recovery through the 
ECCR On September 14,2010, the FPSC held an agenda 
conference to approve PEF's petitian for the DSM plan 
The FPSC ruled that while PEF's propased DSM plan met 
the cumulative, 10-year DSM goals set by the FPSC, the 
plan did not meet  the annual DSM goals On October 4, 
2010, the FPSC denied PEF's petition for the DSM plan, 
approved PEF's solar pilot programs, and required PEF to 
file a revised proposed DSM plan that meets the annual 
goals set by the FPSC PEFfiled a revised proposed DSM 
plan on November 29, 2010, which would result in 1,540 
GWh of energy savings from 2011-2019, seven times 
more than PEF's historic goals An agenda conference 
has been scheduled by the FPSC for April 5, 201 1 We 
cannot predict the outcome of this matter 

X F  rildier iiifatiers 

On November 1, 2010, the FPSC approved PEF's request 
to decrease the ECRC by $37 million, effective January 
1, 201 1 The decrease in  the ECRC is primarily due to the 
2010 base rate decision, which reduced the clean air 
project depreciation and return rates, and the refund o f  
a prior period over-recovery as a result of higher than 
expected sales in 2010 

"PiTfii E>:."Ei.,,:-yRES % I f . ,  

We expect to make significant capital investments 
to meet anticipated load growth and environmental 
standards W e  are currently constructing new generat,ing 
facilities in the Carolinas and potentially wi l l  construct 
new baseload generating facilities in the Carolinas and 

primarily through a cornbination of cash from operations 
and long-term debt financings In addition, w e  have 
$2 0 billion in credit facilities that support the issuance 
of commercial paper Access to the commercial paper 
market provides additional liquidity to help meet our 
working capital requirements AFUDC - borrowed funds 
represents the debt costs of capital funds necessary to 
finance the construction of n e w  regulated plant assets 

Actual Forecasted 
/in millionrl 2010 201 1 2012 2013 

Regulated capital 

Iduclear fuel 

AFUDC - borrowed 

Other capital 

expenditures S 2,105 S1,965 S1,820 S1.775 

ex pen ditu res 221 205 225 2 40 

funds (30) (301 (30) (20) 

expenditures 10 30 30 30 

Total before 
potential nuclear 
construction 2,306 2,170 2,045 2,025 

consDucdon'" 104 50-100 50-100 200-300 
Potential nuclear 

Total S2,410 S2,220-2,270 S2.095-2,145 S2-225-2,325 

Expenditures for potential nuclear construction are net of AFUDC 
- b o r r o w d  funds 

Regulated capital expenditures for 201 1, 2012 and 
2013 in the previous table include approximately 
$30 million, $15 million and $25 million, respectively, 
for environmental compliance capital expenditures 
Forecasted environmental compliance capital 
expenditures for 201 1,2012 and 2013 include $20 million, 
$15 million and $25 million, respectively, a t  PEG and 
$10 million at PEF for 201 1 See "Other Matters - 
Environmental Matters" for further discussion of our 
environmental compliance costs and related recovery 
of costs 

Pot en ti a I nu c I e a r c o n s tr u c ti o n ex p e n d it u r es , w h  i c h a re 
primarily for PEF's Levy project. include development, 
engineering, licensing, land acquisition and equipment 
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Forecasted potential nuclear construction expenditures A t  December 31, 2010 and 2009, w e  had n o  outstanding 
are dependent. upon, and may vary significantly borrowings under our credit facilities W e  are required to 
based upon, the decision to build, regulatory approval pay fees to maintain our creditfacil i t ies 
schedules, timing and escalation of project costs, and the 
percentages of joint ownership Because of announced The following table summarizes our RCAs and available 
scheduleshifts, w e  negotiated an amendment to the Levy capacity at Oecember 31 
EPC agreement (See discussion under "Other Matters - 

(in millions) Total Outstanding Resenred'"' Available 

2010 

Parent Five-year (expiring 5/3/12Yb1 S500 s- S31 s469 

PEF Three-year (expiring 10/15/13) 750 - - 750 

C. 

1 i i w  - ~ _ _ _  ---- __"___.___ --- 

Total credit facilities s2,ooo s- S31 3,969 

21109 

Parent Five-year (expiring 5/Y12) S1,130 s- S177 s953 

- - PEC Five-year (expiring 6/28/11) 450 450 

PEF Five-year (expiring 3/28/11) 450 450 

Total credit facilities S2,030 s- S177 S1,853 

- - - 

l;J'To the extent amounts are reserved for commercial paper or letters of credit outstanding, they are not available for additional borrowings 
At December 31,2010 and 2009, the Parent had S31 million and $37 inillion, respectively, of letters of credit issued, which were supported by 
the RCA Additionally, on December 31, 2009, the Parent had S140 million of outstanding commercial paper supported by the RCA 

""ApproximatelyS22 million of theS500million will expire May 3, 2011 

Nuclear - Potential N e w  Construction") The forecasted 
capital expenditures presented in the previous table 
ref lect the announced schedule shift Additionally, in  l ight 
o l  the schedule shifts in  the Levy project, PEF may incur 
fees and charges related to the disposition of outstanding 
purchase orders on long lead time equipment, wh ich  
could be material I n  June 2010, PEF completed its long 
lead time equipment disposition analysis to minimize the 
impact associated with the schedule shift As a result of 
the analysis, PEF will continue with selected components 
ofthe long lead time equipment Work has beensuspended 
on the remaining long lead time equipmentitems and PEF 
has been in suspension negotiations wit.h the selected 
equipment vendors, which w e  anticipate concluding 
by the end of  the first quarter of 201 I Potential nuclear 
construction expenditures are subject to cost-recovery 
provisions in the Utilities' respective jurisdictions 

Al l  projected capital and investment expenditures are 
subject to periodic review and revision and may vary 
significantly depending o n  a number of factors including, 
but not limited to, industry restructuring, i egulatory 
constraints, market volatility and economic trends 

All of the revolving credit facilities were arranged through 
a syndication of financial institutions. See Note 1 1  for 
additional discussion of our credit facilities 

The RCAs provide liquidity support for issuances of 
commercial paper and other short-term obligations We 
expect to continue to use commercial paper issuances 
as a source of liquidity as long as w e  maintain our 
current short-term ratings. Fees and interest rates under 
our RCAs are based upon the respective credit ratings of 
the Parent's, PEC's and PEF's long-term unsecured senior 
noncredit-enhanced debt 

All of the credit facilities include defined maximum total 
debt-to-total capital ratio (leverage) covenants, which 
w e  were in  compliance with at December 31, 2010 We 
are currently in  compliance and expect to continue to be 
i n  compliance with t.hese covenants See Note 1 1  for a 
discussion of the credit facilities' f inancial covenants At  
December 31, 2310, the calculated ratios pursuant to the 
terms of the agreements, are as disclosed in Note 1 1  

The Parent, as a well-known seasoned issuer, has an 
file with the SEC a shelf registration statement under 
which it may issue an unlimited number or amount of 
various securities, including senior debt securities, junior AtDecember31,2010and 2009,wehad committed l inesof 

credit used t o  support our commercial paper borrowings 
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subordinated debentures, common stock, preferred stock, 
stock purchase contracts, stock purchase units, and trust 
preferred securities and guarantees Both PEC and PEF 
have on file with the SEC shelf registration statements 
under which they may issue an unlimited number or amount 
of various long-term debt securities and preferred stock 
The Parent's, PEC's and PEF's shelf registration statements 
filed with the SEC expire on November 18,201 1 

reliably serve customers, invest i n  capital improvements 
and prepare for our customer's future energy needs 

As discussed in Note 17C, credit  rating downgrades 
could also require l is to post additional cash collateral 
for commodity hedges in a liability position as certain 
derivative instruments require us to post collateral o n  
liability positions based o n  our credit ratings 

Both PEC and PEF can issue first mortgage bonds under 
their respective f irst mortgage bond indentures based 
on property additions, i e k k n e n t s  of f irst mortgage 
bonds and the deposit of cash, provided that adlusted 

- ~ - . _ .  - 
U u r m m n c e  sheet arrangements a s  contractuai 

net  earnings are at  least t w i c e  the annual interest 
requirement for bonds currently outstanding and to be 
outstanding A t  December 31, 2010, PEC and PEF could 
issue U P  to approximately $6 8 billion and $2 7 billion of 
f irst mortgage bonds, respectively, based on property 
additions and retirements of previously issued first 
mortgage bonds A t  December 31, 2010, PEC's and 
PEF's ratios of adjusted net earnings to annual interest 
requirement on outstanding first mortgage bonds were 
5 6 times and 3 2 times, respectively 

~~~~~~~~~~~~~~ RATIOS 

The following table shows each component of 
capitalization as a percentage of total capitalization at  
December 31, 2010 and 2009 In addition to total equity 
and preferred stock, total capitalization includes the 
following in total debt long-term debt, net, long-term 
debt, affiliate, current portion of long-term debt, short- 
term debt and capital lease obligations 

2010 2009 
Total equity 43.6% 42 3% 

Preferred stock 0.4'/0 04% 

Total debt 56.0% 57 3% 

i i 3 E D I T  w l l i t i G  MATTERS 

Our credit ratings reflect the current views of the rating 
agencies, and n o  assurances can be given that our ratings 
wil l  continue for any given period of time However, 
w e  monitor o u r  f inancial condition as well  as market 
conditions that could ultimately affect our credit ratings 

Credit rating downgrades could negatively impact our 
abil ityto access the capital markets and respond t o  major 
events such as hurricanes Our cost of capital could also 
be higher, which could ultimately increase prices for our 
customers It IS important for us to maintain our credit 
ratings and have access to  the capital markets in orderto 

obligations are described below. 

%; u a ra ntees 
As a part of normal business, we enter into various 
agreements providing future f inancial or performance 
assurances to third parties These agreements are 
entered into primarily to support or enhance the 
creditworthiness otherwise attributed to Progress 
Energy or o u r  subsidiaries on  a stand-alone basis, 
thereby facil i tating the extension of suff icient credit 
to accomplish the subsidiaries' intended commercial 
purposes Our guarantees include standby letters 
of credit, surety bonds, performance obligations for 
trading operations and guarantees of certain subsidiary 
credit obligations A t  December 3 t ,  2010, w e  have 
issued $488 mill ion of guarantees for future f inancial 
o r  performance assurance. Included in this amount is 
$300 mill ion of guarantees of certain payments of two  
wholly owned indirect subsidiaries issued by the Parent 
( S e e  Note 23). We do not  believe conditions are l ikely 
for significant performance under the guarantees of 
performance issued by or on behalf of affi l iates 

A t  December 31, 2010, w e  have issued guarantees and 
indemnifications of certain asset performance, legal, 
tax and environmental matters to third parties, including 
indemnifications made in  connection with sales of 
businesses, and for timely payment of obligations 
in  support of our nonwholly owned synthetic fuels 
operations as discussed in Note 22C 

$S-..ko ;"#a: t k b T  %jSM f .  - and Dejjijafives 

[Jnder our  risk management policy, w e  may use a 
variety of instruments, including swaps, options and 
forward contracts, t o  manage exposure to  fluctuations 
in commodity prices and interest rates See Note 17 and 
" @u a n t i t a t ive a nd @ u a I ita ti ve D is c I os u res Ab out M a r k e t 
Risk" for a discussion of market risk and derivatives 
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c 

p ,  Fu rth e r d is c I os u re reg a rd i n g o u r contra c tu a I o b I i g ati o ns 
i s  included in the respective notes to the Consolidated 

4, 

We are party to 
obligating us to make 

contracts and ari-angEments 
payments In iu rure  years  

Financial Statements We take into consideration the 
future commitments when assessing our l iquidi ty and 

These contracts include financial arrangements such 
as debt agreements and leases, as well  as contracts 
for the purchase Of g o o d s  and I n  most 

these 'Ontracts Contain provlslons for price 
adPJstmentsf minimum purchase levelS and Other 

f inancial commitments The commitment amounts they are due 
presented in  the following table are estimates and  
therefore will likely differ from actual purchase amounts 

future flnanclng needs 

The following table reflects Progress Energy's contractual 
cash obligations and other commercial commitments at 
December 31, 2010, in the respective periods in  which 

lm rn//!isnsi 

Long-term debt (See Note 11) ' 

Interest payments on long term debt"'' 

Capital lease obligations (See Note 226)" 

Operating leases (See Note 22E)'<* 

Fuel and purchased power (See Note 22AP' 

Other purchase obligations (See Note 22A)'"' 

Minimum pension funding r eq ui remen ts"' 

Other postretirement benefits q i  

Total Less than 1 year 1-3 years 

512,699 s1,ooo S1,780 

10,034 691 1,234 

457 34 75 

1,415 37 154 

21,745 2,882 5,247 

2,046 629 490 

568 126 267 

489 41 89 

3-5 years 

S1,300 

1,079 

65 

182 

3,436 

216 

153 

96 

More than 5 years 

S8.619 

7,030 

283 

1,042 

10,180 

711 

22 

263 

Uncertain tax positionss"! - - - - - 

Other commitments"' 91 13 26 26 26 

Total s49,544 s5,453 39,362 S6,553 S28.176 

';"Our maturing debt obligations are generally expected to be repaid with cash from operations or refinanced with new debt issuances in the 
capital markets 

'I" Interest payments on long-term debt are based on the interest rate effective at December 31,2010 
Amounts include certain related executory cost commitments 

I d )  Essentially all fuel and certain purchased power costs incurred by the Utilities are eligible for recovery through cost-recovery clauses in 
accordance with state and federal regulations and therefore do not require separate liquidity support Amounts exclude precedent and 
conditional contracts ofS3 213 billion and an approximatelyS4001nillion Levy nuclear fuel fabrication contract (See Note 22A and the other 
purchase obligations discussion following in ( e ) )  

'c!Amounts exclude an EPC agreement that PEF entered into in December 2008 for t w o  nuclear units planned for construction at Levy 
As disclosed in "Other Matters - Nuclear - Potential New Construction," the EPC agreement includes provisions for termination For 
termination, witliout,cause, the EPC agreement contains exit provisions with terminatjon fees, which may be significant, thatvary based 
on tl ie termination circumstances We executed an amendmentto the EPC agreement in 20lOdue to the schedule shlfts that wil l postpone 
major construction activities on the project unti l after the NRC issues the COL, which js expected to be in 2013, if the licensing schedule 
remains on track Prior to the amendment, estimated payments and associated escalations were S8 608 billion for the multi-year contract 
and did not assume any joint ownership Because we have executed an amendment to the EPC agreement and anticipate negotiating 
additional amendments upon receipt of t l ie COL, w e  cannot currently predict t l ie timing of when those obligations will be satisfied or the 
magnitude of 51-14 change Additionally, in light of the schedule shifts in the Levy nuclear project, PEFmay incur fees and charges related to 
the disposition of outstanding purchase ordqrs on long lead time equipment for the Levy nuclear project, which could be material 111 June 
2010, PEF completed its long lead time equipment disposition analysis to minimize the impact associated wi th  tl ie schedule shift As a result 
of the analysis, PEF will continue with selected components of the long lead time equipment Work has, been suspended on the remaining 
long lead time equipment items, which liave total remaining estimated payments and associated escalations of approximately SI 250 billion 
included in the previously discussed 58 608 billion PEF lias been in suspension negotiations wit11 the selected equipment vendors, which 
w e  anticipate concluding by the end o f  the first quarter of 2011 In its Aprfi 30, 2010 nuclear cost-recovery filing, PEF included for rate- 
making purposes a point estimate of potential Levy disposition fees and charges ofS50 million, subject to true-up However, the amount of 
disposition fees and charges, if any, cannot be determined unti l suspension negotiations are completed We cannot predict the outcome of 
this matter 

"'Represents the projected minimum required contributions t o  the qualified pension trusts for a total of 10 years These amounts are subject 
to change significantly based on factors such as pension asset earnings and market interest rates 

"1' Represents projected benefit payments for a total of 10 years related to our postretirement lhealtli arid l i fe plans and are subject to change 
based on factors such as  experienced claims and general health care cost trends 

""Vncertain tax positions of 5176 million are not reflected in this table as we CallllGt predict when open income tax years will close with 
completed exziiiinations It is reasonably possible that the total amounts of unrecogniied tax benefits will decrease by  up to approximately 
S60 millioii during the 12-month period ending December 31,2011, due to expected settlements 

: By NCUC order. in 7008, PEC began transitioning North Carolina jurisdictional amounts currently retained internally to its external 
rlecommissioniiig funds The transition of the original Sl31 million [nust be complete by December 31, 2017. and at least 10 percent must be 
transitioned each year 



To our knowledge, there is currently n o  enacted or 
proposed legislation in  North Carolina, South Carolina 
or Florida that would give retail ratepayers the right to 
choose their electricity provider or otherwise restructure 
or deregulate the electric industry We cannot anticipate 
if any of these states will move to increase retail 
competition in the electric industry 

Current retail rate matters affected by state regulatory 
authorities are discussed in Notes 7B and 7C. This 
discussion identifies specific retail rate matters, the 
status of the issues and the associated effects on our 
consolidated financial statements 

On April 28, 2010, w e  accepted a grant from the United 
States Department of Energy (DOE) for $200 million in 
federal matching infrastructure funds. In addition to 
providing the Utilities real-time informatian about the 
state of their electric grids, the smart grid transition wil l  
enable customers to  better understand and manage their 
energy use, and will provide for more efficient integration 
of renewable energy resources Supplementing the DOE 
grant, the Utilities will invest more than $300 million in  
smart grid projects, which include enhancements to  
distribution equipment, installation of 160,000 additional 
smart meters and additional public infrastructure for 
plug-in electric vehicles. Projects funded by the grant 
must be completed by April 2013 

Through December31,2010, we have incurredS107 million 
of allowable, 50 percent reimbursable, smart grid project 
costs, and have submitted to the DOE requests for 
reimbursement of $47 million, of which w e  have received 
$34 mi l l i o i  reimbursement 

Concerns about climate change and oil price volatility 
have led to proposed and enacted legislation a t  the 
federal and state levels to increase renewable energy 
and reduce GHG emissions 

of energy-efficiency measclres beginning with a 3  percent 
requirement in 2012 escalating to 12 5 percent in 2021 
PEC expects to be in compliance with this requirement 

In  2007, the governor of Florida issued executive orders to 
address reduction of GHG emissions The executive orders 
include adoption of a maximum allowable emissions 
level of GHGs for Florida utilities, which wil l require, at 
a minimum, the following three reduction milestones by 
2017, emissions not greater than Year 2000 utility sector 
emissions, by 2025, emissions not greater than Year 1990 
utility sector emissions, and by 2050, emissions not  greater 
than 20 percent of Year 1990 utility sector emissions The 
executive orders also requested that the FPSC initiate a 
rulemaking thatwould (1)  require Florida utilities to produce 
a t  least 20 percent of their electricity from renewable 
sources, (2) reduce the cost of connecting solar and other 
renewable energy technologies to Florida's power grid by 
adopting uniform statewide interconnection standards for 
all utilities, and (3 )  authorize a uniform, statewide method 
to enable residential and commercial customers who 
generate electricity from onsite renewable technologies 
of up to 1 MW in capacity to offset their consumption over 
a billing period by allowing their electric meters to turn 
backward when they generate electricity (net metering) 

In  response to the executive orders, Florida energy l a w  
enacted in2008 includes provisionsthatrequired the FPSC 
to develop a renewable portfolio standard that the FPSC 
would present to the legislature for ratif ication and also 
includes provisions that direct the Florida Department 
of Environmental Protection iFDEP1 to develop rules 
establishing a cap-and-trade program to regulate GHG 
emissions that the FDEP would present to  the legislature 
no earlier than January 2010 for ratification To date, 
the Florida legislature has not ratified or enacted any 
renewable portfolio standard or cap-and-trade rules or 
programs Until these agency actions are finalized, we 
cannot predict the outcome of this matter 



Our balanced solution, as described in  ”Energy Demand.” 
includes greater investment in energy efficiency, 
renewable energy and a state-of-the-art power system 
and demonstrates our commitment to envirsnmental 
responsi bility 

;-<.>- E 5 ay, -I 2 

Implementing state and federal energy policies, 
promoting environmental stewardship and providing 
reliable electricity to meet the anticipated long-term 
qrowth within the Utilities’ service territories wil l i equire 

- PI I - 

Additionally, customers across our service territory have 
connected approximately 4 MW of solar photovoltaic 
energy systems t o  our grid In  June 2009, w e  expanded 
our solar energy strategy to include a range of n e w  
solar incentives and programs, which are expected to 
significantly increase our use of solar energy over the 
next decade 

We are pursuing numerous opbons to create a state-of- 
the-art power system, including investments in smart grid 
technology and advanced environmental controls on our 
coal-fired Dlants In the cominq wars, w e  will continue -. 

~ _ _ _ _ _ .  
- ,  
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* ,  _ _ - ~  . .  a oaianceo auuroacii i n e  P s  i o  invest in exisbng nuclear plants and evaluate plans for 

balanced solution are (1)  expanding our DSM and EE 
programs, (2) investing in the development of alternative 
energy resources for the future, and (3) operating a state- 
of-the-art power system 

W e  are continuing the expansion and enhancement of 
our DSM and EE programs because energy efficiency is 
one of the most effective ways to reduce energy costs, 
offset the need for n e w  power plants and protect the 
environment.. DSM programs include programs and 
initiatives that shift the timing of electricity use from 
peak to nonpeak periods, such as load management, 
electricity system and operating controls, direct load 
control, interruptible load, and electric system equipment 
and operating controls Our previously discussed smart 
grid projects wil l  aid in  these initiatives EE programs 
include any equipment, physical or program change that 
results in less energy used to perform the same function. 
W e  provide our residential customers with home energy 
audits and offer EE programs that provide incentives for 
customers to implement measures that reduce energy 
use For business customers, w e  also provide energy 
audits and other tools, including an interactive Internet 
website with online calculators, programs and efficiency 
tips, to help them reduce their energy use 

We are actively engaged in  a variety of alternative 
energy projects to pursue the generation of electricity 
from swine waste and other plant or animal sources, 
biomass, solar, hydrogen and landfill-gas technologies 
Among our projects, w e  have executed contracts to 
purchase approximately300 MW of electricity generated 
from biomass This number includes 93 MW of biomass 
toward compliance with NC REPS The majority of 
these projects should be online within the next f ive 
years In addition, we have executed purchased power 
agreements for approximarely 7 MW of electricity 
generated from solar photovoltaic generation as part of 
the NC REPS More than half of these projects are online 
and the remainder should be online by the end of 201 I 

building or co-owning new generating plants. Due to the 
anticipated long-term growth in our service territories, 
retirement of existing coal generation and potential 
changes in environmental regulations, w e  are constructing 
new natural gas-fueled generating facilities in the Carolinas 
and we estimate that we will require n e w  generating 
facilities in both Florida and the Carolinas in the first half of 
the next decade In  addition to nuclear generation, w e  are 
evaluating natural gas-fired plants, renewable generation 
resources, energy-efficiency initiatives and economic 
purchased power to meet this increased need. At this time, 
no definitive decisions have been made to construct or 
when to construct our proposed new nuclear plants (See 
“Nuclear - Potential New Construction”) or to acquire n e w  
generation from another utility‘s regional nuclear project. 
In the near t.erm, w e  will focus our efforts on modernizing 
the power system and pursuing all elements of a balanced 
portfolio while looking to new nuclear capacity as a critical 
part of the long-term mix 

In 2009, PEC announced a coal-to-gas modernization 
strategy whereby the 11 remaining coal-fired generating 
facilities in North Carolina that do no t  have scrubbers 
would be retired prior to the end of their useful lives and 
their approximately 1,500 MW of generating capacity 
replaced with n e w  natural gas-fueled facilities The 
original strategy called for the retirement of the coal- 
f ired units by the end of 2017, however, w e  currently 
expect the plants will be retired no later than the end 
of 2014 PEC has received approval from the NCUC for 
construction of an approximately 950-MW natural gas- 
fueled generating facility a t  a site in  Wayne County, 
N C ,  to be placed in service in January 2013 PEC has 
also received approval from the NCUC to  construct an 
approximately 620 MW natural gas-fueled generating 
facility at a site in N e w  Hanover County, N C , to replace 
the existing coal-fired generation a t  this site The facility 
is projected i o  be placed in service in December 2013 
After 201d FEC wil l  continue to operate its Roxboro, 



Mayo  and Asheville coal-fired plants in North Carolina, 
wh ich  have state-of-the-art emission controls Emissions 
of NOx, sulfur dioxide ( S O 2 \ ,  mercury and other pollutants 
l iave been reduced significantly at these sites 

In recent years, the federal government has authorized 
loan guarantee programs for innovative energy projects 
as wel l  as newly COIIStriJCted nuclear facilities PEF 
decided n o t t o  pursue the loan guarantee program for the 
Levy project However, this decision does not preclude 
PEF from revisiting the program at  a later date if there are 
changes to the program W e  cannot predict ___ if PEF will 
pursue this program further 

-I 

Muelear 
Nuclear generating units are regulated by the NRC In 
the event of noncompliance, the NRC has the authority 
to impose fines, set l icense conditions, shut down  a 
nuclear unit or take some combination of these actions, 
depending upon its assessment of the severity of the 
situation, unti l compliance is achieved Our nuclear units 
are periodically removed from service to  accommodate 
normal refueling and maintenance outages, repairs, 
uprates and certain other modifications 

In  September 2009, CR3 began an outage for normal 
refueling and maintenance, as well  as its uprate project 
to increase its generating capacity and to replace t w o  
steam generators During preparations to replace the 
steam generators, w e  discovered a delamination within 
the concrete ofthe outerwall  ofthe containmentstructure, 
wh ich  has resulted in an extension of the outage 
After a comprehensive analysis, w e  have determined 
that the concrete delamination at  CR3 was caused by 
redistribution of stresses on the containment wall  that 
occurred when w e  created an opening to accommodate 
the replacement of the unit's steam generators W e  
expect to complete repairs in March, and return the unit 
to service following successful completion of post-repair 
testing and start-up activities in April 201 1 Nuclear safety 
remains our top priority, and our plans and actions wil l  
continue to ref lect that commitment A number of factors 
affect the return to service date, including regulatory 
reviews by the NRC and other agencies, emergent work, 
final engineering designs, testing, weather and other 
developments (See Note 7Ci 

P E C's nu c I e a r u nits have o p era tin g I i c ens e s granted by the 
NRC that have been extended to 2030 and 2046 The NRC 
operating l icense held by FEF for CR3 currently expires 
in December 201E On Merch  9,2009, the NRC docketed, 
or accepted for review, FEF's application for a 20-year 

ienewal  on rile operating l icense for CR3, which would 
extend the cpeiarlng l icense through 2036, if approved 
Oocketing the application does not preclude additional 
requests f ~ ;  infnrmatlon as m e  review proceeds, nor 
does it i i i d t a t e  whether the NRC will r enew the l icense 
The license renewal applicstion for CR3 is currently under 
I eview by the NRC with a decision expected in 201 1 

While w e  have not made a final determination on nuclear 
construction, w e  continue to take steps to keep open rhe 

PEF filed COL applications to potentially construct n e w  
nuclear plants in North Carolina and Florida The NRC 
estimates that it wi l l  take approximately three ta four 
years to review and process the COL applications We 
have focused on the potential nuclear plant construction 
in Florida given the need for more fuel diversity in Florida 
and anticipated federal and state policies to reduce GHG 
emissions as well  as existing state legislative policy that 
is supportive of nuclear projects 

--wQQQ+f-- - - ~ _ _  

In 2006, we announced that PEFselected Levy to evaluate 
for possible future nuclear expansion W e  selected 
the Westinghouse Electric APlOOO reactor design as 
the technology upon wh ich  to base PEF's application 
submission In 2007, PEF completed the purchase of 
approximately 5,000 acres for Levy and associated 
transmission needs On July 30, 2008, PEF filed its COL 
application with the NRC for t w o  reactors PEF also 
completed and SlJbmitted a Limited Work Authorization 
request for Levy concurrent wi th  the COL application 
The FPSC issued the final order granting PEF's petition for 
the Determination of Need for Levy on August 12, 2008 
On October 6, 2008, the NRC docketed the Levy nuclear 
project application On February 24, 2009, PEF received 
the NRC's schedule for rev iew and approval of the COL 

PEF's initial schedule anticipated performing certain 
site work pursuant t o  the Limited Work Authorization 
prior to COL receipt However, in 2009, the NRC Staff 
determined that certain schedule-crit ical work that PEF 
had proposed to perform within the scope of the Limited 
Work Authorization wil l no t  be aurhorized unti l the NRC 
issues the C O L  Consequently, excavation and foundation 
preparation work wil l  be shifted until after COL issuance 
This factoralone resulted in a minimum20-monthschedule 
shift later than the originally anticipated timeframe Since 
then, regulatory and economic conditions have changed, 
resulting in additional schedule shifts These conditions 
include the peimirting and licensing process, national 
and state economic conditions. recent FPSC DSM 



goals and the resulting impact on ratepayers, and other 
FPSC decisions Uncertainty regarding PEF's access to 
capital on reasonable terms, PEF's ability to secure joint 
owners and increasing uncertainty surrounding carbon 
regulation and its costs could be other factors to affect 
the Levy schedule 

PEF signed the EPC agreement on December 31, 2008, 
w i th  Westinghouse Electric Company LLC and Stone 
& Webster, Inc for two Westinghouse APlOO0 nuclear 
units to  be constructed at  Levv More  than half of the 

continued feasihilin/ of the Levy project with PEF's 
current estimated range of total e s c a l x z d  cos+, includina 
transmission, of $17 2 billion to $22 5 billion The filed 
estimated cost range primarily r-eflec:s c m t  escalation 
resulting from the schedule sliiirs Many factors wil l  
affect the total cost of the project and once PEF receives 
the COL, it wi l l  further refine the project timeline and 
budget As previouslydiscussed, w e  continue t o  evaluate 
the Levy project on an ongoing basis 

In  2006, we announced that PEC selected a site a t  Harris 
~- approximate $7.650 billion cont iact  price is fixed - - - ~  or f irm to evaluate for - _ _ _ _ _ - - - - ~  possible future nuclear expansion I- We 

with agreed upon escalation factors The EPC agreement selected the Westinghouse Electric APlOOO reactor 
includes various incentives, warranties, performance 
guarantees, liquidated damage provisions and parent 
guarantees designed to incent the contractor to perform 
efficiently For termination without cause, the EPC 
agreement contains exit provisions with termination 
fees, wh ich  may be significant, that vary based on the 
termination circumstances W e  executed an amendment 
to the EPC agreement in 2010 due to the schedule shifts 
previously discussed Additionally, in l ight of the schedule 
shifts in the Levy nuclear project, PEF may incur fees 
and charges related to the disposition of outstanding 
purchase orders on long lead time equipmentfor the Levy 
nuclear project, which could be material In  June 2010, 
PEF completed its long lead time equipment disposition 
analysis to minimize the impact associated with the 
schedule shift. As a result of the analysis, PEF will 
continue with selected components of the long lead time 
equipment Work has been suspended on the remaining 
long lead time equipment items and PEF has been in  
suspension negotiations with the selected equipment 
vendors, wh ich  w e  anticipate concluding by the end of 
the f irst quarter of 201 1 In its April 30,2010 nuclear cost- 
recovery filing, PEF included for rate-making purposes 
a point estimate of potential Levy disposition fees and 
charges of $50 million, subject to true-up However, the 
amount of disposition fees and charges, if any, cannot be 
determined unti l suspension negotiations are completed 
W e  cannot predict the outcome of this matter 

The total escalated cast for the two generating units 
w a s  estimated in PEF's petition for the Determination of 
Need for  Levy to be approximately $14 billion This total 
cost estimare included land, plant components, financing 
costs, construction, labor, regulatory fees and the initial 
core for the t w o  units An additional $3 hillion was  
estimated for the necessary transmission equipment and 
approximately 200 miles of transmission lines associated 
with the project PEF's 2010 nuclear cos: recovery 
filing included an updated analysis that demonstrated 

design as the technology upon which to base PECS 
application submission On February 19,2008, PEC filed its 
COL application with the NRC for two additional reactors 
at  Harris On April 17, 2008, the NRC docketed the Harris 
application If w e  receive approval from the NRC and 
applicable state agencies, and if the decisions to build are 
made, a new plant would not  be online until the middle of 
the next decade (See "Energy Demand" above) 

SPENT ~~~~E~~ FUEL rdiATTEWS 

The Nuclear Waste Policy A c t  of 1982 provides the 
framework for development by the federal government of 
interim storage and permanent disposal facilities for high- 
level radioactive waste materials The Nuclear Waste 
Policy Act  of 1982 promotes increased usage of interim 
storage of spent nuclear fuel a t  existing nuclear plants 
W e  will continue to maximize the use of spent fuel storage 
capability within our own  facilities for as long as feasible 

Wi th  certain modifications and additional approvals by 
t,he NRC, including the installation and/or expansion of 
on-site dry cask storage facilities at Robinson, Brunswick 
and CR3, the Utilities' spent nuclear fuel storage facilities 
will be sufficient to provide storage space for spent 
fuel generated on their respective systems through the 
expiration of the operating licenses, including any license 
renewals, for their nuclear generating units Harris has 
sufficient storage capacity through the expiration of its 
renewed operating licenses 

See Note 22D for discussion of the status of the Utilities' 
contracts wi th  the DOE for spent nuclear fuel storage 
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We are subject to regulation by various federal, state 
and local authorities n the areas of air quality, water 
quality, control of TOXIC substances and hazardous 
and solid wastes, and other ena,ironmental matters 



We believe that w e  are in substantiat compliance with 
those environmental regulations currently applicable 
to our business and operations and believe w e  have 
all necessary permits to conduct such operations 
Environmental laws and regulations frequently change 
and the ultimate costs of compliance cannot always be 
precisely estimated 
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The provisions of the Comprehensive Environmental 
Response, Compensation and Liability A c t  of 1980, 

In 2009, the EPA evaluated information about ash 
impoundment dams nationwide and developed a listing 
of 44 utility ash impoundment dams considered to have 
"high hazard potential," including t w o  of PEC's ash 
impoundment dams A "high hazard potential" rating 
is no t  related to the stability of those ash ponds but to 
the potential for harm should the impoundment dam 
fail All of the dams at PEC's coal ash ponds have been 
subject to periodic third-party inspection for many years 
in  accordance with prior applicable requirements The 
EPA rated the 44 "hiqh hazard potential" impoundments, 

~~- as wel l  as other inlpoundments, from "unsatisfactory" 
to "satisfactory" based on their structural integrity and 

--.I__p-__ 
Protection Agency (EPA) to require the cleanup of 
hazardous waste sites This statute imposes retroactive 
joint and several liability Some states, including North 
Carolina, South Carolina and Florida, have similar types 
of statutes. We are periodically notified by regulators, 
including the EPA and various state agencies, of our 
involvement or potential involvement in  sites that may 
require investigation and/or remediation There are 
presently several sites w i th  respect to which we have 
heen notified of our potential liability by the EPA, the 
state of North Carolina, the state of Florida or potentially 
responsible parties (PRP) groups. Various organic 
materials associated with the production of manufactured 
gas, generally referred to as coal tar, are regulated under 
federal and state laws PEC and PEF are each PRPs at  
several manufactured gas plant (MGP) sites We are 
also currently in t.he process of assessing potential costs 
and exposures at  other sites. These costs are eligible for 
regulatory recovery through either base rates or cost- 
recovery clauses (See Notes 7 and 21) Both PEC and 
PEF evaluate potential claims against other PRPs and 
insurance carriers and plan to submit claims for cost 
recovery where appropriate The outcome of potential 
and pending claims cannot be predicted. Hazardous and 
solid waste management matters are discussed in  detail 
in Note 21A. 

We accrue costs to the extent our liability is probable 
and the costs can be reasonably estimated Because the 
extent of environmental impact, allocation among PRPs 
for all sites, remediation alternatives (wh ich  could involve 
either minimal or significant efforts), and concurrence of 
the regulatory authorities have not yet reached the stage 
where a reasonable estimate of the remedistion costs 
can be made, we cannot determine the total costs that 
may be incurred in connection with the rernediatlon of 
all sites at  this time It IS probable that current estimates 
could change and additional losses. wh ich  could be 
material, may be incurred in the future 

associated documentation 

Only dams rated as "unsatisfactory" would be considered 
to  pose an immediate safety threat. None of the facilities 
received an "unsatisfactory" rating from the EPA In 
total, six of PEC's ash pond dams, including one "high 
hazard potential" impoundment, were rated as "poor" 
based on the contract inspector's desire to see additional 
documentation and evaluations of vegetation management 
and minor erosion control. Inspectors applied the same 
criteria to both active and inactive ash ponds, despite the 
fact  that most of the inactive ash impoundments no longer 
hold water and do not pose a risk of breaching and spilling 
PEC has completed several of the EPA's recommendations 
for the active ponds and other recommended actions 
are under way. Following evaluations and inspections, 
engineers have determined that one ash pond dam 
requires modifications to comply with current standards 
for an extra margin of safety for slope stability Design and 
permitting efforts for that work have been initiated PEC 
is working with the North Carolina Dam Safety program 
to  evaluate the remaining recommendations We do not  
expect mitigation of these issues to have a material impact 
on our results of operations 

As of January 1, 2010, dams at  utility fossil-fired power 
plants in North Carolina, including dams for ash ponds, 
are subject to the North Carolina Dam Safety Act's 
applicable provisions, including state inspection Those 
provisions are under the purview of the North Carolina 
Division of Land Resources The division has completed 
its initial inspections of all o f  PEC's dams N o  significant 
issues were found 

The EPA and a number of states are considering additional 
regulatory measures that may affect managemenr, 
treatment, marketing and disposal of coal combustion 
residues, primarily ash, from ezch of the Utilities' coal 
fired plants Revised or n e w  laws or regulations under 



consideration may impose changes in solid waste 
classifications or groundwater protection environmental 
controls O n  June 21,2010, the EPA proposed two options 
for n e w  rules to regulate coal combustion residues The 
first option would create a comprehensive program of 
federally enforceable requirements for coal combustion 
residue management and disposal as hazardous waste 
The other option would have the EPA set performance 
standards for coal combustion residues management 
facilities and regulate disposal of coal combustion 
residues as nonhazardous waste The EPA did not identify 

o n  certain units However, the outcome of these matters 
cannot be predicted 
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In 2002, the Clean Smokestacks Ac t  was enacted in 
North Carolina requiring the state's electric utilities to 
reduce the emissions of NOx and SO, from their North 
Carolina coal-fired power plants in  phases by 2013 
PEC currently has approximately 5,000 MW of coal- 
f ired generation capacity in North Carolina affected 
by the Clean Smokestacks A c t  PEC's environmental 

in place a regulatory exemption for approved beneficial 
uses of coal combustion residuals that are recycled 
A final rule IS expected in late 201 1 or 2072 Compliance 
plans and estimated costs to meet the requirements 
of n e w  regulations will be determined when any n e w  
regulations are finalized We are also evaluating the effect 
on groundwater quality from past and current operations, 
which may result in operational changes and additional 
measures under existing regulations These issues are 
also under evaluation by state agencies Certain regulated 
chemicals have been measured in wells near our ash 
ponds at levels above groundwater quality standards 
Additional monitoring and investigation will be conducted 
Detailed plans and cost estimates wil l  be determined 
if these evaluations reveal that corrective actions are 
necessary We cannot predict the outcome of this matter 

AIR QUALITY Mi0 WATER OllALlrY 

We are, or may ultimately be, subject to various current 
and proposed federal, state and local environmental 
compliance laws and regulations, wh ich  likely would 
result in increased capital expenditures and O&M 
expenses Additionally, Congress may be considering 
legislation that would require reductions in air emissions 
of NOx, SO,, carbon dioxide (CO,) and mercury Some 
proposals establish nationwide caps and emission 
rates over an extended period of time This national 
multipollutant approach to air pollution control could 
involve significant capital costs that could be material 
to our financial position or results of operations Control 
equipment installed pursuant to the provisions of CAIR, 
Clean Air Visibility Rule (CAVR) and mercury regulations, 
which are discussed below, may address some of the 
issues outlined previously PEC and PEF have been 
developing an integrated compliance strategy to meetthe 
requirements of the CAIR, CAVR and mercury regulation 
(see discussion of the court decisions that impacted 
the CAIR, the delisting determination and the Clean Air 
Mercury Rule [CAMR] below) The CAVR requires the 
installaticn of best available retrofit technology [BART) 

Smokestacks A c t  emission reductions have been 
placed in  service PEC plans to retire by the end of 2014, 
its remaining coal-fired generating facilities in North 
Carolina totaling 1,500 MW that do not  have scrubbers 
and replace the generation capacity with n e w  natural 
gas-fueled generating facilities, which should enable the 
utility to comply wi th  the final Clean Smokestacks A c t  SO, 
emissions target that  begins in  2013 W e  are continuing 
to evaluate various design, technology, generation and 
fuel options that could change expenditures required to 
maintain compliance with the Clean Smokestacks A c t  
limits subsequent to  2013 

O&M expense increases with the operation of pallution 
contra1 equipment due to the cost of  reagents, additional 
personnel and general maintenance associated with the 
pollution control equipment. PEG is allowed to recover 
the cost of reagents and certain other costs under its fuel 
clause, the North Carolina retail portion of all other O&M 
expense is currently recoverable through base rates In 
2009, the SCPSC issued an order allowing PEC to  begin 
deferring as a regulatory asset the depreciation expense 
that  PEC incurs on  its environmental compliance control 
facil i t ies as well  as the incremental O&M expenses 
that PEC incurs in connection with its environmental 
compliance control facil i t ies 

CDesrr Ai: tntersmre Rille 

The CAIR, issued by the EPA, required the District of 
Columbia and 28 states, including North Carolina, South 
Carolina and Florida, to reduce NOx and SO, emissions 
The CAIR set emission limits to be met in t w o  phases 
beginning in  2009 and 2015, respectively, for NOx and 
beginning in 2010 and 2015, respectively, for SO, States 
were required to adopt rules implementing the CAIR, and 
the EPA approved the North Carolina CAIR, the South 
Carolina CAlR and the Florida CAlR 



The air quality controls installeo t o  comply w i th  NOx 
requirements under certain sections of the Clean Air A c t  
lCAA) and the Clean Smokestacks Act, as well  as PEC's 
plan t o  replace a portion of its coal-f ired generation 
wi th  natural gas fueled generatton, largely address the 
CAlR requirements for NOx for our Nor th Carolina units 
a t  PEC PEC and PEF met  the 2009 phase I requirements 
for NDx and the 2010 phase I requirements of CAlR for 
NOx and SO,with a combination of emission reductions 
resulting f rom in-service emission control equipment 
and emission al lowances PEF's Crystal River Unit No 

on PEF's compliance with environmental regulations We 
cannot Dredict the outcome of this matter 
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In 2008, the D C C o ~ i t  of Appeals vacated the CAMR 
As a result, the EPA subsequently announced that it will 
develop a maximum achievable control technology (MACT) 
standard The United States District Court for the District 
of Columbia has issued an order requiring the EPA to issue 
a final MACT standard for power plants by November 16, 
201 1 In addition, North Carolina adopted a state-specific 

placed in s'ervice in M a y  2010 and PEF's Crystal River 
Unit No 5(CR5) S0,and NOx emission control equipment 
w a s  placed in service in 2009 

In  2008, the U.S Court of Appeals for the District of 
Columbia Circuit (D C Court of Appeals) initially vacated 
the CAlR i n  its entirety and subsequently remanded the 
rule without vacating it for the EPA to conduct further 
proceedings consistent with the court's prior opinion. On 
August 2,2010, the EPA published the proposed Transport 
Rule, which is the regulatory program that wi l l  replace 
the CAlR when  finalized The proposed Transport Rule 
contains n e w  emissions trading programs for NOx and 
SO, emissions as well  as more stringent overall emissions 
targets The EPA plans to finalize the Transport Rule in the 
spring of 201 1 Due to significant investments in NOx and 
SO, emissions controls and fleet modernization projects 
completed or under way, w e  believe both PEC and PEF 
are well  positioned to comply with the Transport Rule The 
outcome of the EPA's rulemaking cannot be predicted. 
Because of the D.C Court of Appeals' decision that 
remanded the CAIR, the current implementation of the 
CAlR continues to fulfill BART for NOx and S0,for BART- 
affected units under the CAVR Should this determination 
change as the Transport Rule is promulgated, CAVR 
compliance eventually may require consideration of NOx 
and SO, emissions reductions in addition to particulate 
matter emissions reductions for BART-eligible units 

Under an agreementwith the FDEP, PEFwill retire Crystal 
River Units No  1 and No 2 coal-fired steam units ( C R l  
and CR2) and operate emission control equipment at CR4 
and CR5 C R l  and CR2 wil l  be retired after the second 
proposed nuclear unit a t  Levy completes its f irst fuel 
cycle, which was originally anticipated to he around 2020 
As required, PEF has advised the FDEP of developments 
that will delay the retirement of C R 1  and CR2 beyond 
the originally anticipated date as discussed in  "Other 
Matters - Nuclear - Potential NEW Construction " W e  
are currently evaluating the impacts of the Levy schedule 

a requirement that all coal-fired units in the state install 
mercury controls by December 31, 2017, and requires 
compliance plan applications to be submitted in 2013 We 
are currently evaluating the impact of these decisions The 
outcome of this matter cannot be predicted 

Clean Ais V i S i W i t y  Rtrle 

The EPA's rule requires states to identify facilities, 
including power plants, built between August 1962 and 
August 1977 with the potential t o  produce emissions 
that affect visibility in certain specially protected 
areas, including national parks and wilderness areas, 
designated as Class I areas To help restore visibility in 
those areas, states must require the identified facilities 
to install BART to control their emissions PEC's BART- 
eligible units are Asheville Units No.  1 and No 2, Roxboro 
Units No  1, No. 2 and No. 3, and Sutton Unit No. 3. PEF's 
BART-eligible units are Anclote Units No. 1 and No 2, 
CR1 and CR2. The reductions associated with BART 
begin i n  2013 As discussed in Note 7B, Sutton Unit No  3 
is one of the coal-fired generating units that PEC plans to  
replace with combined cycle natural gas-fueled electric 
generation. As discussed previously, PEF and the FDEP 
announced an agreement under which PEF wil l  retire 
C R l  and CR2 as coal-fired units 

The CAVR included the EPA's determination that 
compliance with the NOx and SOz requirements of the 
CAlR could be used by states as a BART Substitute to 
fulfill BART obligations, but the states could require the 
installation of additional air quality controls if they did 
not achieve reasonable progress in improving visibility 
The D C Court of Appeals' decision remanding the CAlR 
maintained its implementation such that CAlR satisfies 
BART for NOx and SO, Should this determination change 
as the Transport Rule is promulgated, CAVR compliance 
eventually may require consideration of NOx and S O i  
emissions in addition to particulate matter emissions for 
BART-eligible units We are assessing the potennal impact 
of BART and 11s implications wi th  respect to our plans 
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and estimated costs t o  comply with the CAVR The FDEP 
finalized a Regional Haze implementation rule that goes 
beyond BART by requiring sources significantly impacting 
visibility in Class I areas to install additional controls by 
December 31,2017 However, in the spring of 2010 the EPA 
indicated that the Reasonable Further Progress portion of 
the Regional Haze implementation rule is not approvable 
In August 2010, the FDEP amended the rule by removing 
the Reasonable Further Progress provision, including the 
December 31, 2017, deadline for installation of additional 
controls, and instead will rely on current federal programs 

equipment availability, or the unexpected acceleration 
of compliance dates. among other things, could result 
in  significant increases in  our estimated costs to comply 
and acceleration of some projects The outcome of this 
matter cannot be predicted 
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Costs to comply with environmental laws and regulations 
are eligible for regulatory recovery through either base 
rates or cost-recovery clauses The outcome of future 
petitions for recovery cannot be predicted Our estimates of 

matters cannot be predicted 

Compliance Strategy 

Both PEC and PEF have been developing an integrated 
compliance strategy to meet the requirements of the 
CAIR, the CAVR, mercury regulation and related air 
quality regulations The air quality controls installed to 
comply wirh NOx requirements under certain sections of 
the CAA and the Clean Smokestacks Act, as well  as PEC’s 
plan to  replace a portion of its coal-fired generation wi th  
natural gas-fueled generation, resulted in a reduction of 
the costs to meet PEC’s CAIR requirements 

PEC‘s environmental compliance projects under the first 
phase of Clean Smokestacks Ac t  emission reductions 
have been placed in service PEFS environmental 
compliance projects have also been placed in service 

The FPSC approved PEF’s petition to develop and 
implement an Integrated Clean Air Compliance Plan to 
comply with the CAIR, CAMR and CAVR and for recovery 
of prudently incurred costs necessary to achieve this 
strategy through the ECRC (see discussion previously 
regarding the vacating of the CAMR and remanding 
of the CAIR and its potential impact on CAVR) PEF‘s 
April 1, 2010 filing with the FPSC for true-up of final 2009 
environmental costs included a review of the Integrated 
Clean Air Compliance Plan, which reconfirmed the 
efficacy of the recommended plan and included an 
estimated total project cost of approximately $1 1 billion 
to  be spent through 2016, to  plan, design, build and install 
pollution control equipment at the Anclote Plant, CR4 
and CR5 The majority of the $1 1 billion estimated total 
project cost related to CR4 and CR5 projects, which have 
been placed in service Additlonal costs may be incurred 
if pollution controls are required in  order to comply with 
the requirements of the CAVR, as discussed previously, 
or to meet compliance reqiiirements of the final Transport 
Rule Subsequent rule interpretations, increases in  
the underlying material, labor and equipment costs, 
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regulat,ions are subject to periodic review and revision and 
may vary significantly PEC is continuing to evaluate various 
design, technology and n e w  generation options that could 
change expenditures required to maintain compliance 
with the Clean Smokestacks A c t  limtts subsequent to 2013. 
Additional compliance plans for PEC and PEF to meet the 
requirements of the Transport Rule will be determined 
upon finalization of the rule As a result of the decision 
remanding the CAIR, compliance plans and costs to meet 
the requirements of the CAVR are being reassessed and we 
cannot predictthe impactthatthe EPA’s further proceedings 
wil l  have on our compliance with the CAVR requirements. 
Compliance plans to meet the requirements of a revised 
or n e w  implementing rule for mercury will be determined 
upon finalization of the rule Compliance plans to meet the 
requirements of a revised or n e w  implementing rule under 
Section 316(b) of the Clean Water Act (Section 316(b)), as 
discussed below, wil l be determined upon finalization of the 
rule. The timing and extent of the costs for future projects 
will depend upon final compliance strategies However, w e  
believe that future costs to comply with new or subsequent 
rule interpretations could be significant 

i\aonh Carolina Attornay Generai Peririclri urrder 
Section 126 OS the Clean Air  Pct 

I n  2004, the North Carolina attorney general filed a 
petition with the EPA, under Section 126 of the CAA, 
asking the federal government to  force fossil fuel-f ired 
power plants in  13 other states, including South Carolina, 
to  reduce rheir NOx and SO, emissions The state of North 
Carolina contends these out-of-state emissions interfere 
with North Carolina’s ability t o  meet National Ambient 
Air Quality Standards (NAAOSI for ozone and particulate 
matter In 2006, the EPA issued a final response denying 
the petition, and the Nortn Carolina attorney general 
filed a petition in the D C Court: of Appeals seeking a 
rev iew of the agency’s deniel In  2009. the D C Court of 
Appeals remanded the EPA’s d m a l  to the agency for 
reconsideration The cwtcome of the remand proceeding 
cannot be predicted 
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Environmental groups and 13 states filed a joint petition 
wi lh  the D C Court of Appeals arguing that the EPAs 
particulate matter rule does not adequately restrict 
levels of particulate matter, especially with respect to  the 
annual and secondarystandards In 2005, the D C Courtof 
Appeals remanded the annual and secondary standards 
to the EPA for further review and consideration The 
outcome of this matter cannot be predicted 

In 2008, the EPA revised the 8-hour primary and secondary 

On June 22, 2010, the EPA published the final new 1-hour 
NAAQS for SO,, which sets the limit at 75 parts per billion 
The primary NAAflS o n  a 24-hour average basis and annual 
average will be  eliminated under the new rule The new 
I hour standard is a significant increase in the stringency 
of the standard and increases the risk of nonattainment, 
especially near uncontrolled coal-fired facilities In 
addition, for the first time the EPA plans to use air quality 
modeling along with monitoring data in determining 
whether areas are attaining the n e w  standard, which 
is likely to expand the number of nonattainment areas 

---__-- Should additional nonattainment areas be designated stariuarus tor rne fdRRtl3 iur y i o t m t  -m- 
Additional nonattainment areas may be designated in 
PEC‘s and PEF’s service territories as a result of these 
revised standards A number of states, environmental 
groups and industry associations filed petitions against 
the revised NAAQS in the D C Court of Appeals The 
EPA requested the 0 C Court of Appeals t o  suspend 
proceedings in the case while the EPA evaluates 
whether to maintain, modify or otherwise reconsider the 
I evised NAAQS In 2009, the EPA announced that it was  
reconsidering the level of the ozone NAAQS and it wil l  
stay plans to designate nonattainment areas unti l after 
the reconsideration has been completed 

On January 7, 2010, the EPA announced a proposed 
revision tu the primary ozone NAAQS. In addition, the EPA 
proposed a cumulative seasonal secondary standard. The 
EPA plans to finalize the revisions by July 29, 2011, and 
to designate nonattainment areas by August 2012. The 
proposed revisions are significantly more stringent than the 
current NAAQS. Should additional nonattainment areas be  
designated in our service territories, w e  may be required to 
install additional emission controls at some of our facilities 
The outcome of this matter cannot be predicted 

On January 25, 2010, the EPA announced a revision to 
the primary NAAQS for nitrogen dioxide Historically, 
the standard for nitrogen dioxide has been an annual 
average The EPA has retained the annual standard 
and added a new I-hour NAAQS In conjunction with 
proposing changes to the standard, the EPA is also 
requiring an increase in the coverage of the monitoring 
network, particularly near roadways where the highest 
concentrations are expected to occur due to traffic 
emissions The EPA plans to designate nonattainment 
areas by January 2012 Currently, there are no monitors 
reporting violation of the n e w  standard in PEC’s or 
PEF‘s service territories, but the expanded monitoring 
network will provide additional data. which could result 
in additional nonattainment areas The outcome of this 
niatcer cannot be oredicted 

in our service territories, w e  may be required to install 
additional emission controls a t  some of our facilities The 
outcome of this matter cannot be predicted 

Water Quality 

i General 

As a result of the operation of certain pollution control 
equipment required to comply wi th  the air quality 
issues outlined previously, n e w  sources of wastewater 
discharge wil l  be generated a t  certain affected facil i t ies 
Integration of these new wastewater discharges into the 
existing wastewater treatment processes is currently 
ongoing and wil l  result in permitting, construction and 
treatment requirements imposed on the Utilities n o w  
and into the future The future costs of complying with 
these requirements could be material to  our results of 
operations or f inancial position 

On September 15,2009, the EPA concluded after a multi- 
year study of power plant wastewater discharges that 
current regulations have no t  kept pace with changes 
in  the electric power industry since the regulations 
were issued in 1582, including addressing impacts to 
wastewater discharge f rom operation of air pollution 
control equipment As a result, the EPA has announced 
that it plans to revise the regulations that govern 
wastewater discharge, which may result in operational 
changes and additional compliance costs in  the future 
The outcome of this matter cannot be predicted 

2 Section 3 j6b)  of tlie Clean Water Act 

Section 316(bl requires cooling water intake structures 
to reflect the best technology available for minimizing 
adverse environmental impacts The EPA promulgated 
a rule implementing Section 316(b) in respect to existing 
power plants in July 2004 

A number of states, environmental groups and others 
sought judicial review of  the July 2004 rule In 2007, the 
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U S Court of Appeals for the Second Circuit issued an 
opinion and order remanding provisions of the rule to the 
EPA, and the EPA suspended the rule pending further 
rulemaking, with The exception of the requirement that 
permitted facilities must meet any requirements under 
Section 316!bj as determined by the permitting authorities 
on a case-by-case, best professional judgment basis 
Following appeal, in  2009, the U S Supreme Court issued 
an opinion holding that the EPA, in  selecting the ”best 
technology” pursuarz to Section 316(b), does have 
the authority to reject technology when  its costs are 

and any final legislation, if enacted, cannot be determined 
at this bme, however, we anticipate that it could result in 
significant cost increases over time for which the Utilities 
would seek corresponding rate recovery We are preparing 
for a carbon-constrained future and are achvely engaged in 
helping shape effective policies to address the issue 

The state of Florida‘s 2008 comprehensive energy 
legislation included a directive that the FDEP develop 
rules to establish a cap-and-trade program to regulate 
GHG emissions that would be presented to the leqislature 

the U S Supreme Court held that EPA‘s site-specific 
variance procedure (contained in the July 2004 rule) 
was permissible in that the procedure required testing 
to determine whether costs would be ”significantly 
greater than” the benefits before a variance would be 
corisidered As a result of these developments, our plans 
and associated estimated costs to  comply with Section 
3 l f i (b)  wi l l  need to be reassessed and determined in  
accordance with any revised or n e w  implementing rule 
after it is established by the EPA Costs of compliance with 
a revised or n e w  implementing rule are expected to be 
higher, and could be significantly higher, than estimated 
costs under the July 2004 rule Our cost estimates 
to comply with the July 2004 rule were  $60 million to 
$90 million In  December 2010, consent decrees were 
entered in  t w o  pending federal actions brought by 
environmental groups against the EPA requiring the EPA 
to issue proposed Section 316(b) rules by March 14,2011, 
and to issue a final decision by July 27,2012 The outcome 
of this matter cannot be predicted 

”mih n I i v -n a te “ to  the benefits expected. Also, The FDEP has studied GHG policy options and the jotenhal  
economic impacts, but it has not developed a regulation for 
the consideration of the legislature While state-level study 
groups have been active in all three of our jurisdictions, w e  
continue to believe thatt,his issue requires a national policy 
framework - one that provides certainty and consistency 
Our balanced solution as discussed in ”Other Matters - 
Energy Demand” is a comprehensive plan to meet the 
anticipated demand in the Utilities’ service territories 
and provides a solid basis for slowing and reducing CO, 
emissions by focusing on energy efficiency, alternative 
energy and a state-of-the-art power system 
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Growing state, federal and international attention to global 
climate change may result in the regulation of CO, and other 
GHGs In addition, the Obama administration has begun the 
process of regulating GHG emissions through use of the 
CAA In 2007, the U S Supreme Court ruled that the EPA 
has the authority under the CAA to regulate CO, emissions 
from new automobiles In 2009, the EPA announced that six 
GHGs (CO,, methane, nitrous oxide, hydrofluorocarbons, 
perfluorocarbons and sulfui hexafluoride) pose a threat 
to public health and welfare under the CAA A number of 
parties have filed petibons for rwew of this finding in the 
0 C  COW^ of Appeals O n  December 23, 2010, the EPA 
announced a schedule for development of a new source 
performance standarcj for new and existing fossil fuel- 
fired elecrric ublity units Under the schedule. the EPA will 
propose the standard b y  July 201 1 and issue the final rule by 
May2012 The full impact of regulation under GHG initiatives 

There are ongoing efforts to reach a n e w  international 
climate change treaty to succeed the Kyoto Protocol 
The Kyoto Protocol was originally adopted by the United 
Nations t o  address global climate change by reducing 
emissions of GO, and other GHGs Although the treaty 
w e n t  into effect in 2005, the United States has not  adopted 
it I n  2009, the United Nations Framework Convention on 
Climate Change convened the 15Ih Conference of the 
Parties to  conductfurther negotiations on GHG emissions 
reductions At the conclusion of the conference, a number 
of the parties, including the United States, entered into 
a nonbinding accord calling upon the parties to submit 
emission reduction targets for 2020 to the United Nations 
Framework Convention on Climate Change Secretariat by 
the end of January 2010 On January 28, 2010, President 
Obama submitted a proposal to  reduce the U S  GHG 
emissions in the range of 17 percent below 2005 levels by 
2020, subject to future congressional action 

Reductions in  CO, emissions to the levels specified by the 
Kyoto Protocol, potential new international treaties or 
federal or state proposals could be materially adverse to 
our financial position or results of operations if associated 
costs of control or limitation cannot be recovered f rom 
ratepayers The cost impact of legislation or regulation 
to address global climate change would depend on the 
specific legislation or regulation enacted and cannot be 
determined a t  this time 



In 2009, the EPA issued the final GHG emissions reporting 
rule, which establishes a national protocol for the 
reporting of annual GHG emissions Facilities that emit 
greater than 25,000 metric tons per year of GHGs must 
report emissions by March 31 of each year beginning in 
201 1 for year 2010 emissions Because the rule builds on 
current emis sion-r e porting re q uirements, complia nc e 
wi th  the requirements is not expected to have a material 
impact on the Utilities 

On April 1 ,  2010, the EPA and the National Highway 

the first regulation o f  GHG emissions from new vehicles 
The EPA is regulating mobile source GHG emissions 
under Section 202 of the CAA, which according to the 
EPA also results in stationary sources, such as coal- 
f ired power plants, being subject to regulation of GHG 
emissions under the CAA. On March  29, 2010, the EPA 
issued an interpretation that stationary source GHG 
emissions wil l  be subject to regulation under the CAA 
beginning in January 2011 On May  13, 2010, the EPA 
issued the final ”tailoring rule,” which establishes the 
thresholds for applica bility of the Prevention of Significant 
Deterioration program permitting requirements for GHG 
emissions from stationary sources such as power plants 
and manufacturing facilities Prevention of significant 
deterioration is a construction air pallution permitting 
program designed to  ensure air quality does not degrade 
beyond the NAAQSlevelsor beyond specified incremental 
amaunts above a prescribed baseline level The tailaring 
rule initially raises the permitting applicability threshold 
for GHG emissions to 75,000 tons per year, and it requires 
that the permitting requirements for GHG emissions 
from stationary sources begin an January 2,201 1 These 
developments require PEC and PEF to address GHG 
emissions in n e w  air quality permits beginning in 201 1 
The impact of these developments cannot be predicted 

end of 2007, and tlre synthetic fuels businesses were 
abandoned and reclassified 10 discontinued operations 

The amountof Section 2Cltax creditsthatwe were allowed 
to claim in any ca!endaryear through December 31,2005, 
was limited by the amount of our regular federal income 
tax liability Section 29 tax credit amounts allowed but 
not  utilized are carried forward indefinitely as deferred 
alternative minimum tax credits Legislation enacted 
in  2005 redesignated Section 29 tax credits generated 
after January 1,2006, as genera! business credits under 

~ _ _ .  T r w a t i o n  !ointlv announced Section 45K of the Code The redesignation o f  Section 29 
tax credits generated after January 1,2006, as a Section 
45K general business credit removed the regular federal 
income tax liability limit on synthetic fuels production and 
subjects the credits to a one-year carry back period and 
a 20-year carry forward period 

Total Section 29/45K credits generated under the 
synthetic fuels tax credit program (including those 
generated by Florida Progress prior to our acquisit ion) 
were $1 891 billion, $1 055 billion of which has been used 
through December 31, 2010, to offset regular federal 
income tax liability and $836 million is being carried 
forward as deferred tax credits that do not expire 

See Note 220 for additional discussion related to our 
previous synthetic fuels operations 

l.ega% 
W e  are subject to federal, state and local legislation 
and court orders The specific issues, the status of the 
issues, accruals associated wi th  issue resolutions and our 
associated exposures are discussed in detail in Note 22D 

Synthetic Fsels Tax C r e d i ~ s  

Historically, w e  had substantial operations associated 
with the production of coal-based solid synthetic fuels 
as defined under Section 29 of the Internal Revenue 
Code (the Code) (Section 29) and as redesignated 
effective 2006 as Section 45K of the Code (Section 45K) 
as discussed below The production and sale of these 
products qualified for federal income tax credits so 
long as certain requirements were satisfied Qualifying 
synthetic fuels facilities entitled their owners to federal 
income tax credits based on the barrel of oil equivalent 
of the synthetic fuels produced and sold by these plants 
The synthetic fuels tax credit program expired at the 
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See Note 2 for a discussion of the impacr of n e w  
accounting standards 



We are exposed to various :isks related to changes in  
market conditions Market risk represents the potential 
loss arising from adverse changes in market rates and 
prices We have a risk management CommittEe that 
includes senior executives from various business groups 
The risk management committee is responsible for 
administering risk management policies and monitoring 
compliance with those policies by all subsidiaries Under 

under our  FiCA facilities, which are also exposed to 
floating niEresT rates Aoproximately 7 percent and 
9 percent of consolidated debt had variable rates a t  
December 31, 2010 and 2009, respectively 

Based on our variable rate long term debt  balances 
at  December 31, 2010, a 100 basis point change in 
interest rates would result in  an annual pre tax interest 
expense change of approximately $9 mill ion We had no 
outstanding short-term debt at December 31,2010 

From time to time, w e  use interest rate derivative 

including swaps, options and forward contracts, t o  
manage exposure to fluctuations in commodity prices 
and interest rates Such instruments contain credit 
risk to the extent that the counterparty fails to perform 
u i idc i  the contract W e  minimize such risk by performing 
credit and financial reviews using a combination of 
f inancial analysis and publicly available credit ratings 
of such counterparties (See Note 17) Both PEC and PEF 
also have limited counterparty exposure for commodity 
hedges (primarily gas and oil hedges) by spreading 
concentration risk over a number of counterparties 

The following disclosures aboutmarketrisk contain forward- 
looking statements that involve estimates, projections, goals, 
forecasts, assumpbons, risks and uncertainties that could 
cause actual results or outcomes to differ materially from 
those expressed in the forward-looking statements Please 
review "Safe Harbor for Forward-Looking Staternents"f0r a 
discussion of the factors that may impact any such forward- 
looking statements made herein 

Certain market risks are inherent in our financial 
instruments, which arise from transactions entered into 
in the normal course of business Our primary exposures 
are changes in interest rates with respect to our long- 
term debt and commercial paper, fluctuations in the 
return on marketable securities with respect to our NDT 
funds, changes in the market value of CVDs and changes 
in energy-related commodity prices 

These financial instruments are held for purposes other 
than trading The risks discussed below do not include 
the price risks associated with nonfinancial instrument 
transactions and positions associated with our 
operations, such as ourchase and sales commitments 
and inventory 

As part of our debt portfolio management and daily cash 
management, w e  have variable rate long-term debt and 
may have commercial paper andlor loans outstanding 

rate debt in our debt portfolio, to mitigate our exposure 
to  interest rate fluctuations associated with certain debt 
instruments and to hedge interest rates with regard ta 
future fixed-rate debt issuances 

The notional amounts of interest rate derivatives are not  
exchanged and do no t  represent exposure to credit loss 
In the event of default by a counterparty, the exposure in 
the transaction is the cost of replacing the agreements at 
current market rates 

We use a number of models and methods to determine 
interest rate risk exposure and fair value of derivative 
positions For reporting purposes, fair values and 
exposures of  derivative positions are determined as 
of the end of the reporting period using the Bloomberg 
Financial Markets system 

I n  accordance with GAAP, interest rate derivatives 
that qualify as hedges are separated into one of two 
categories cash f low hedges or fair value hedges Cash 
f l ow  hedges are used to reduce exposure to  changes 
in cash f low due to fluctuating interest rates Fair value 
hedges are used to reduce exposure to changes in fair 
value due to interest rate changes 

The following tables provide information, a t  December 31, 
2010 and 2009, abour our interest rate risk-sensitive 
instruments The tables present principal cash flows and 
weighted-average interest rates by expected maturity 
dates for the fixed and variable rate long-term debt and 
Parent-obligated mandatorily redeemable preferred 
securities of trust The tables also include estimates of the 
fair value of our interest rate risk sensitive instruments 
based on quoted market prices for these or similar issues 
For interest rate forward contracts, the tables present 
notional amounts and weighted-averege interest rates by 
contractual mandatory termination dates for 201 1 to 2015 
and thereafter and the related fair value Notional amounts 
are used to calculate the settlement amounts under the 
interest rate forward contracts See Note 17 for more 
information on interest rate derivatives 
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(dollars in millions) 
December 31,2010 

Fair Value 
December 31, 

201 1 2012 2013 201 4 2015 Thereafter Total 2010 

Fixed-rate long-term debt s1,M)o S950 S830 s300 s1,ooo 
Average interest rate 6 %% 6 67% 496% 6 05% 5 187'0 

Variable-rate long-term debt - - - - - 
Average interest rate - - - - - 

Interest rate - - - 

Debt to affiliated trust(ai - - - - - 

Interest rate forward contracts(b' S550 s400 SlOO - - 
Average pay rate 4 19% 4.239" 4.37% - - 

- - 

nvemgeretfltterots I C '  - ____ , r ,  -~ k1 

s7,449 
6 1846 
S861 
0 53% 
s309 

7 10% 
- 
- 
- 

S11,529 512,826 
6 11% 
$861 S861 
0 53% 

s309 $315 

S1.050 S(35) 
4.22% 

7 10% 

-___ k 8 
-____I__ 

' l e i  Florida Progress Funding Corporation -Junior Subordinated Deferrable Interest Notes 
!"' Notional amount of 10-year forward starting swaps are categorized by mandatory cash settlement date 

Rate is 3-inonth London Inter Bank Offered Rate (LIBOR), wli icl i was 0 30% at December 31,2010 

During January 2011, Progress Energy terminated A t  December31,2010, Progress Energy had $1 050 billion 
$300 million national of forward starting swaps in  notional of open forward starting swaps 
conjunction with the issuance of $500 million of 440% 
Senior Nates 

/dollars in mdlionsl 
December 31,2009 

Fair Value 
December 31, 

2010 201 1 2012 2013 2014 Thereafter Total 2009 

Fixed-rate long-term debt SO6 S1.000 S950 $825 5300 S7,864 S11,245 S12,126 

Variable-rate long-term debt Sl00 S861 S961 S961 

flebt to affiliated trusr"' - - - - - S309 s309 S315 

Interest rate forward contracts"" $7 5 S150 Sl00 - - - S325 s19 

Average interest rate 453% 696% 661% 496% 605% 613% 612% 
- - - - 

Average interest rate 0 73% - - - - 045% 048% 

Interest rate - - - - - 7 10% 7 10% 

Average pay rate 348% 403% 407% - - - 391% 
Average receive rate i k l  I C )  - - - 1, 1 

-.- 
'I] Florida Progress Fundiiig Corporation - Junior Subordinated Deferrable Interest Notes 
Ib) Notional amount of 10-year forward starting swaps are categorized by mandatory cash settlement date 
~ ~ ' n a t e  is 3-inonth LIBOR, which was 0 25% at December 31, 2009 

At December 31,2009, Progress Energy had $325 million 
notional of open forward starting swaps 

?tlla&ea;tble sec'i9ritii3S price Risk  
The Utilities maintain trust funds, pursuant to NRC 
requirements, to fund certain costs of decommissioning 
their nuclear plants These funds are primarily invested in 
stocks, bonds and cash equivalents, which are exposed 
to price fluctuations in equity markets and to changes in 
interest rates A t  December 31, 2010 and December 31, 
2009, the fair value of these funds was S I  571 billion 
and $1 367 billion, respectively We actively monitor 
our portfolio by benchmarking the performance of our 
investments against certain indices and by maintaining, 

and periodically reviewing, target allocation percentages 
for various asset classes The accounting for nuclear 
decommissioning recognizes that the Utilities' regulated 
electric rates provide for recovery of these costs ne t  
of any trust fund earnings, and, therefore, fluctuations 
in trust fund marketable security returns do not affect 
earnings See Note 13for fur ther  information on the trust 
fund securities 

CVOs are recorded at fair value, and unrealized gains 
and losses from changes in  fair value are recognized 
in earnings At  December 31, 2010 and December 31, 
2009, the fair value of CVOs was  $15 million We perform 
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sensitivityanalysesto estimaieourexposure tothe market 
risk of the CVOs The sensitivity analyses performed on 
the CVOs uses quoted prices obtained from brokers or 
quote services to measure the porential loss in earnings 
from a hypothetical 16 percent adverse change in market 
prices overthe next 12 months A hypothetical 10 percent 
increase in the December 31, 2010 market price would 
result in a $2 mill ion increase in the fair value of the CVOs 
and a corresponding increase in the CVO liabilit;/ 

Csmmodity F;Icz RiSA 
----- -------__I_________ W e  are TiE?%d- to the e f f e z s o f u c t u a t i o n s  

in  the price of natural gas, coal, fuel oil, electricity and 
other energy-related products marketed and purchased 
as a result of our ownership of energy-related assets 
Our exposure to these fluctuations is significantly l imited 
by the cost-based regulation o f  the Utilities Each state 
commission allows electric utilities to  recover certain of 
these costs through various cost-recovery clauses to the 
extent the respective commission determines that  such 
costs are prudent Therefore, while there may be a delay 
in the timing between when these costs are incurred and 
when these costs are recovered from the ratepayers, 
changes from year to year have no material impact on  
operating results I n  addition, most of our long-term 
power Sales contracts shift substantially all fuel price 
risk to the purchaser 

----- 

M o s t  of our physical commodity contracts are n o t  
derivatives o r  qualify as normal purchases or sales 
Therefore, such contracts are not  recorded at  fair 
value A t  December 31, 2010, substantially all derivative 
commodity instrument positions were subject t o  retail 
reg u I a to  ry t r  e a tm e n t 

See Note 17 for additional information with regard to  our  
commodity contracts and use of  economic and cash f low 
derivative financial instruments 
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I t  is the responsibility of Progress Energy's management to  establish and maintain adequate internal control over 
financial reporting, as sucl i  term is defined in Rules 13a-151f) and 15d-15if) of the Sectirities Exchange Act of 1934, 
as amended Progress Energy's internal control over financial reporting is a process designed 10 provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with accounting principles generally accepted in  the United States of America Internal 
control over financial reporting includes policies and procedures that ( 1 )  pertain to the maintenance of records that, 
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of Progress Energy, 
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of f inancial 
statements in accordance wi th  accounting principles generally accepted in  the United States of America, (3) provide 

res of Prooress E n e r y  are beina made onlv in accordance with 
authorizations of management and directors of Progress Energy, and (4) provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use or disposition of Progress Energy's assets that could 
have a material effect on the financial statements 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements 
Also, projections of any evaluation of effectiveness to  future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate 

Management assessed the effectiveness of Progress Energy's internal control over financial reporting at  
December 31, 2010 Management based this assessment on  criteria for effective internal control over financial 
reporting described in lnternal Coi)tro/ - lntegrated Framework issued by the Committee of Sponsoring Organizations 
of  the Treadway Commission Management's assessment included an evaluation of the design of Progress Energy's 
internal control over financial reporting and testing of the operational effectiveness of its internal control over financial 
reporting Management reviewed the results of its assessment with the Audit and Corporate Performance Committee 
(Audi t  Committee) of the board of directors 

Based on our assessment, management determined that, at December 31,2010, Progress Energy maintained effective 
internal control over financial reporting 

Deloitte &Touche LLP, an independent registered public accounting firm, has audited the internal control over financial 
reporting of Progress Energy as of December 31,2010, as stated in their report 

Wil l iam D Johnson 
Chairman, President and Chief Executive Officer 

Mark F Mulhern 
Senior Vice President and Chief Financial Officer 

February 28,201 1 
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W e  have audited the internal control over financial reporting of Progress Energy, Inc and subsidiaries (the "Company") 
as of December 31,2010, based on criteria established in in ter id  Co;;iro/- hieqrared Gameworkissued by the Committee 
of Sponsoring Organizations of the Treadway Commission The Company's management is responsible for maintaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal control over 
financial reporting, included in the accompanying Mansgement's Report 017 h i e r d  Co/lirol Over Fm/7oa/ Reportmg Our 
responsibility is to express an  opinion on the Company's internal control over financial reporting based on our audit 

Wp. r.nnduc_ted ou 
States) Those standards require that w e  plan and perform the audit to obtain reasonable assurance about whether 
effective internal control over financial reporting was maintained in all material respects Our audit included obtaining 
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing 
and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing 
such other procedures as w e  considered necessary in the circumstances W e  believe that our audit provides a 
reasonable basis for our opinion 

-" r audit in accordance with the standards of the Public Company Accounting Oversight Board (United - ~ - -  

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 t o  provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of f inancial statements for external purposes in accordance with 
generally accepted accounting principles. A company's internal control over financial reporting includes those policies 
and procedures that (1) pertain to  the maintenance of records that, in reasonable detail, accurately and fairly ref lect 
the transactions and dispositions of the assets of the company, ( 2 )  provide reasonable assurance that transactions are 
recorded as necessaryto permit preparation of financial stat.ements in accordance wi th  generally accepted accounting 
principles, and t.hat receipts and expenditures of the company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on 
the financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion 
or improper management override of controls, material misstatements due to  error or fraud may not be prevented or 
detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial 
reporting to future periods are subject to the risk that the controls may become inadequate because o f  changes in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate 

I n  our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
December 31,2010, based on the criteria established in /i?fer~ia/Conrrol-/ntegrafedFrameworkissued by the Committee 
of Sponsoring Organizations of the Treadway Cammission 

W e  have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States), the consolidated financial statements as of and for the year ended December 31,2010 of the Company, and our 
report dated February 28,201 1, expressed an unqualified opinion on those consolidated financial statements 

fialeigh, North Carolina 
February 28,201 1 
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We have audited the accompanying consolidated balance sheets o i  Progress Energy, Inc and subsidiaries (the 
”Company”) as of December 31, 2010 and 2009, and the related consolidated siatements of income, comprehensive 
income, changes in total equity, and cash flows for each of the three years in  the  period ended December 31, 2010 
These financial statements are the responsibility of the Company’s management O u r  responsibility is to express an 
opinion on these financial statements based on our audits 

We conducted our audits in accordance wi th  the standards of the Public Company Accounting Oversight Board (Unitecl 
a . l ~ J .  Thnse standards reauire that w e  plan and perform the atidit t o  obtain reasonable assurance about whether 

the financial statements are’ free of material misstatement An audit includeskxamining, on a basis, evidence 
supporting the amounts and disclosures in the financial statements An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well  as evaluabng the overall financial statement 
presentation W e  believe that our audits provide a reasonable basis for our opinion 

--__ -- I 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of 
Progress Energy, Inc and subsidiaries as of December 31,2010 and 2009, and the results of their operations and their 
cash f lows for each of the three years in  the period ended December 31,2010, in conformity with accounting principles 
generally accepted in the United States of America 

W e  have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States), the Company’s internal control over financial reporting as of December 31, 2010, based o n  the criteria 
established in lnternal Control - htegrafed Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission, and our report dated February 28,201 1, expressed an unqualified opinion on the Company’s 
internal control over financial reporting 

Raleigh, North Carolina 
February 28,201 1 
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Years ended December 31 201 0 2005 2008 
Operating revenues S10,190 S9.885 S9,167 

Operating expenses 

Fuel used in electric generation 3,300 3,752 3,02 1 

Purchased povver 1,279 51 1 1,259 

Operation and in ai n ten an c e 2,027 1,854 1,820 

Depreciation, amorhzation and accretion 920 586 839 

Taxes other than on income 

Other 30 13 (3) 

-- -- ----____ ~ ________I 

-.--?m-- -!j57----T---- 
-- -__ __ -___ 

Total operating expenses 8,136 8,113 7,484 

Operating income 2,054 1,772 1,683 

Other income (expense) 

Interest income 7 14 24 

Allowance for equity funds used during construction 92 124 122 

6 (17) Other, net - 

Total other income, net 99 144 129 

Interest charges 

Interest charges 

Allowance for borrowed funds used duriiiq construction 

Total interest charges, net 741 679 639 

Income from continuing operations before income tax 1,406 1,237 1,173 

Income tax expense 539 397 395 

income from continuing operations 

Discontinued operations, net of tax 

867 840 778 
( 4) 179) 58 

Net income 863 761 836 

Net income attributable to noncontrolling interests, net of tax ( 7) (4) (6) 
Net income attributable to controlling interests $856 S757 S830 

Averaqe common shares outstanding - basic 291 279 262 

Basic and diluted earnings per common share 

Income from continuing operations attributable to conrrolling interests, net of tax 

Discontinued operations attributable to controlling interests, net of tax 

s2.96 s2 99 s2 95 

(0.01) (0 28) 0 22 

Net income amibutable to controllinq interests S2.95 52 71 S3 17 

Dividends declared per common share S2.480 s2 480 S2 465 

Amounts attributable to controlling interests 

Incoine from continuing operations, net of tax S860 S936 s773 

Discontinued operations, net of tax ( 4) (75) 57 
Net income attributable to controlling interests $856 S757 s a 0  

;.!!,J~J,;:~I~, :,;:.,;pi,: ,;;;:,>,*i.;m;? : : , : ~ ~ ~ : ~ ~ ~ ~ ~ ~ : ! ~ ! : ; : ~  
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Im r n , / ; m s /  December 31,2010 December ‘31 2009 
ASSETS 
Utility plant 

Utility plant in service S29,708 s 2 a m  
Accumulated depreciabon (11,565) (11,176i 

Ublity plant in service, iiet 18.141 17 177 
Other ublity plant net 220 212 
Construction work in progress 2,205 1,790 
Nuclear fuel, net 01 ainortuatm 674 554 

Total utility plant, net 21,240 19,733 

C.rh?-------.- 611 725 
Receivables, net 1 ,M3 aoo 

Regulatory assets 176 142 

Prepayments and other current assets 214 248 

Current assets 

Inventory 1,226 1,325 

Derivabve collateral posted 164 146 
Income taxes receivable 52 145 

Total current assets 3,476 3,531 

Regulatory assets 2,374 2,179 
Nuclear decommissioning trust funds 1,571 1,367 
Miscellaneous other properly and invesbnents 41 3 438 
Goodwill 3,655 3,655 
Other assets and deferred debits 325 333 

Total deferred debits and otlier assets 8,338 7,972 
Total assets s33,054 S31,236 

- 
Deferred debits and other assets 

CAPITALIZATION AND LIABILITIES 
Common stock equity 

Common stock without par value, 500 million shares authorized, 293 million and 281 million shares 
issued and outstanding, respecbvely s7.343 ~6,873 

Unearned ESOP shares (0 and 1 million shares, respectively) - (12) 
Accumulated other comprehensive loss (125) (a71 
Retained earnings 2,805 2,675 

Total common stock equity 10,023 9,449 
Noncontrolling interests 4 6 

Total equity 10,027 9,455 
Preferred stock of subsidiaries 93 93 
Lonq-term debt, affiliate 273 272 
Long-term debt, net 11,864 11,779 

Total capitalization 22,257 21,599 
Current liabilities 

Current portion of long-term debt 505 406 
Short- ter in debt - 140 

Interest accrued Zl6 206 
Dividends declared 184 175 
Customer deposits 324 300 
Derivative liabilities 259 190 
Accrued compensation and other benefits 175 167 

- Other current liabilities 298 239 

Accounts payable 994 a35 

Total current liabilities 2,955 2.658 
Deferred credits and other liabilities 

Noncurrent income tax liabilities 1,696 1,196 
Accumulated deferred investment tax credits 110 117 
Regulatory liabilities 2,635 7,510 
Asset retirement obligations 1,200 1,170 
Accrued pension and other benefits 1,514 1,339 
Derivative liabilities 278 240 
Other liabilities and deferred credits 409 407 

Total deferred credits and other liabilities 7,842 6,979 

Total capitalization and liabilities s33,054 S31,216 
Commitments and continyencies (Notes 21 and 22) 

:.(?<: I\ 
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2010 2009 2008 
Gprating activities 
Net iincom? S863 5761 S836 

Atllustinents to reconcile ilet income to net cash provided by operating activities 
nepreciation, amortization and accretion 1,083 1,135 957 

Deferred fuel (credit) cost (2) 290 (3331 
AllowanLe for equity funds used during construction (92) (124)  (122)  

Oeierretl income taxes and iiivestmenttax credits, net 478 220 41 1 

-9 L .__ 1751-___- 
Pension, postretirement and other employee benefits 198 135 71 
Other adjustments to net income 40 134 64 
Cash (used) provided by changes in operating assets and liabilities 

Receivables (200) 26 233 
Inventory 98 199) (237) 
Derivative collateral posted (23) 200 (3401 
Other assets (1) 14 (37) 
Income taxes, net 90 (14) (169) 
Accounts payable 125 (26) 77 
Arcrued pension and other benefits (1641 (285) (39) 
Other liabilities 35 (98) (79) 
Net cash provided by operating activities 2,537 2,211 1,218 

litvesting activities 
Groys property additions (2.221) (2,295) (2.333) 
Nuclear fuel addibons (221) (200) 1222) 
Purchases of available-for sale Securities and otlier investments (7,009) (2.350) (1,590) 
Piocecds froin available for-sale securities and other investments 6,990 2,314 1,534 
Other investing activities 61 (1) 70 

Net cash used by investing activities (2,400) (2,532) (2,541) 
Financing activities 
Issuance of common stock, net 434 623 132 

Dividends paid on common stock (717) (693) (642) 
Payments of short term debt with original maturities greater dian 90 days - (629) (176) 

Proceeds from issuance of short-term debt with original maturities greater than 90 days - 629 
Net (decrease) increase in short-term debt ( 140) (381) 496 
Proceeds froin issuance of long term debt net 591 2,278 1,797 
RPtlreinent of long term debt (400) (4001 (877) 
Cash distributions to noncontrolling interests (6) (6 )  (85) 
Other financing activities (13) 14 (26) 

Net cash [used) provided by financing activities (251) 806 1,248 

Met (decrease) increase in cash and cash equivalents (114) 545 (751 

Cash and cash equivalents at end of year s611 5725 SlSO 

Cash paid for ti l terest net r,f m o u n t  capitalized S709 s101 331 2 

- 

Cash and cash equivalents at beginning of year 725 1 80 255 

Supplemental disclosures 

Cash {received) pard for income taxes 156) 87 152 
Significant noncash transactions 

Accrue? property additrons 313 252 33 4 
Asset retirement oijligaiioii aciditions and estimate revisions (36) (384) 14 

1' 



Accumulated Other 
Coinrnon Stock Outstanding Unearned ESOP Comprehensive Fietamed I:ioncontrolling Total 

Balance, December 31,2007 260 S6,028 S(371 334) S2,438 S84 S8,479 
Net iiicoine - - - 830 6 836 
Other comprehensive loss - - ( 8 2 )  - - (82) 
Issuance of shares 4 172 - - - - 132 
Allocation of ESOP shares 13 12 - - - 25 

- - - - 33 Stock based corn pensanon expense 
Dividends (S2 465 per share) - - - (646) - (646) 

Contributions from noncontrolling interests 2 2 
Other - - - - Ii! (1) 

Net income'" - - - 151 - 757 
Other comprehensive income - - 29 - - 29 
Issuance of shares 17 623 - - - - 623 
Allocation of ESOP shares 8 13 - - - 21 

Dividends (S2 480 per share) - - (104) - (704) 
Distributrons to noncontrolling interests - - - 111 (11 
Other 1 1 

Balance, December31.2009 281 6,873 (121 (87) 2,675 6 9,455 
Cumulative effect of change in 

accounting principle (Note 2) - - - - (2) ( 2 )  
Net income"' - - - 856 3 859 
Other compreliensive loss - I (381 - - (38) 
Issuance of shares 12 434 - - - - 434 
Allocation of ESOP shares 9 12 - - - 21 
Stock-based compensation expense 21 - - - - 27 
Dividends (S2.480 per sliare) - - - (726) - (726) 
Distributions to noncontrollinq interests ( 2 )  (2) 

Shares Amount 

33 

interPcts - - _ _ _ ~ -  - - - (85)--- (85) 
- - - - 

Balance, December31,2008 264 6,206 (25) (116) 2,622 6 8,693 

Stock-based corn pensanon expense 36 - 36 - - - 

- 
- 
- - - - 

- - - - 

Other - - - - (11 (1) 
Balance, December31.2010 293 57,343 I S(125) S2,805 S4 S10.027 

' I '  For the year ended December 31, 2010, consolidated net income of 5863 inillion includes S4 million attributable to  preferred shareholders 
of subsidiaries, which IS not a component of total equity and is excluded from the table above For the year ended December 31, 2009, 
consolidated net income ofS761 million includesS4 million attributable to  preferred shareholders of suhsidiaries, whirh IS not a component 
of total equity and is excluded from the table above 

{in miCijnrI 
Years ended December 31 2010 2009 2008 
Net income 9 6 3  S761 S836 
Other comprehensive income (loss) 

Reclassification adjustments included in net incoine 
Change in cash flow hedges (net of tax expense of S4,S4 and S2) 6 6 3  

3 4 1  
(34) 16 (371 
(13) 2 (49) 

Change in unrecognized items for pension and other postretirement benefits (net oftax expense ofS2, S3 and Sl)  
Net unrealized (losses) gains on cash flow hedges (net of tax benefit (expense) of S22, S!lO) and S24) 
Net unrecognized items for pension and other postretirement benefits (net of tax benefit (expense) of S8, 3 1 )  and S29) 
Other (net of tax benefit of S-, S- and S1) - 1 -  

Other comprehensive (loss) income (38) 29 i82i  
Comprehensive income 825 790 754 



In this report, Progress Energy (which includes Progress 
Energy, Inc holding company [the Parent] and its regulated 
and nonregulated subsidiaries on a consolidated basis,) IS 

at times referred to as "we," "us" or "our" Additionally, 
w e  may collectively refer to our electric utility subsidiaries, 
Progress Energy Carolinas (PEC) and Progress Energy 
Flarida (PEF), as the "Utilities " 

O E G f i  AND 
s j g I F 1 Cp, pJa i: I: 0 u pJy I G P 2 9,: !: 3 E s 

--____-_________- 

The Parent is a public utility holding company 
headquartered in Raleigh, N C As such, w e  are 
subject to regulation by the Federal Energy Regulatory 
Commission (FERC) 

Our reportable segments are PEC and PEF, both of which 
are primarily engaged in the generation, transmission, 
distribution and sale of electricity The Corporate and 
Other segment primarily includes amounts applicable 
to the activities of the Parent and Progress Energy 
Service Company, LLC (PESC) and other miscellaneous 
nonregulated businesses (Corporate and Other) that 
do not  separately meet the quantitative disclosure 
requirements as a reportable business segment 

PEC is subject to the regulatory jurisdiction of the North 
Carolina Utilities Commission (NCUC), Public Service 
Commission of South Carolina (SCPSC), the United States 
Nuclear Regulatory Commission (NRC) and the FERC 

PEF is subject to the regulatory jurisdiction of the 
Florida Public Service Commission (FPSC), the NRC and 
the FERC 

See Note 19 for further information about our segments 

z ,  gas;; 01 Fresenlatlon 
These financial statements have been prepared in  
accordance with accounting principles generally 
accepted in the United States of America (GAAP), 
including GAAP for regulated operations The financial 
statements include the activities of the Parent and our 
malo r ity- own e d and controlled subs id i a r i es Sign i fi c a nt 
inter c om p a n y ba I a nc e s a nd tra i is a c t i o i is have be en 
eliminated in consolidation 

Noncontrolling interests in subsidiaries along with the 
income or loss attributed to these interests are included in 
noncontrolling interests in  both the Consolidated Balance 

Sheets and in the Consolidated Statements of Income 
The results of operations for noncontrolling interests are 
reported on a net of tax basis if the underlying subsidiary 
is structured as a taxable entity 

Unconsolidated investments in  companies over wh ich  
w e  do not have control, but have the ability to exercise 
influence over operating and financial policies, are 
accounted for under the equity method of accounting 
These investments are primarily in limited liability 
corporations and limited liability partnerships, and the 
earnings from these investments are recorded on a pre- - 
tax basis Other investments are stated principally a t  cost 
These equity and cost method investments are included 
in  miscellaneous other property and investments i n  the 
Consolidared Balance Sheets See Note 12 for more 
information about our investments 

Our presentation of operating, investing and financing 
cash flows combines the respective cash f lows f rom 
our continuing and discontinued operations as permitted 
under GAAP 

These notes accompany and form an integral part of 
Pro g re  ss En erg y s  cons o I i d ate d f i n a n c i a I state m e n ts  

Certain amounts for 2009 and 2008 have been reclassified 
to  conform to the 2010 presentation 

C. ~ ~ ~ ~ o ~ ~ ~ a l ~ ~ ~  of Variable Interest Entities 
W e  consolidate all voting interest entities in which w e  
own  a majority voting interest and all variable interest 
entities (VIES) for which w e  are the primary beneficiary 
W e  determine whether w e  are the primary beneficiary of 
a VIE through a qualitative analysis that identifies wh ich  
variable interest holder has the controll ing financial 
interest in  the VIE The variable interest holder who  has 
both of the following has the controlling financial interest 
and is  the primary beneficiary. ( 1 )  the power to direct 
the activities of the VIE that most significantly impact 
the VIE'S economic performance and (2)  the obligation 
to absorb losses of, or the right to receive benefits from, 
the VIE that could potentially be significant to the VIE In 
performing our analysis, w e  consider all relevant facts 
and circumstances, including. t.he design and activities 
of the VIE, the terms of the contracts the VIE has entered 
into, the nature of the VIE'S variable interests issued and 
h o w  they were negotiated wi th  or marketed to potential 
investors, and which parties participated significantly in 
the design or redesign of the entity 
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In  June 2009, the Financial Accounting Standards Board 
(FASB) issued n e w  guidance that made significant 
changes to the model for determining who should 
consolidate a VIE and addressed h o w  often this 
assessment should be performed The guidance was  
effective for us on Januaiy 1, 2010 (See Note 2) As a 
result of the adoption, w e  deconsolidated t w o  entities 
that qualify for l o w  income housing tax credits under 
Section 42 of the Internal Revenue Code (the Code) and 
recognized a $(2) million cumulative effect of change in 
accounting principle in 2010 

to the entities W e  believe the effect of consolidating 
the entities would have an insignificant impact o n  
our common stock equity, ne t  earnings or cash f lows 
However, because we have no t  received any financial 
information from the counterparties, the impact cannot 
be determined at  this time 

__I_ m to GAAP. management must make estimates 
Progress Energy, through its subsidiary PEC, is the 
managing member, and primary beneficiary of, and 
consolidates an entity that qualifies for rehabilitation 
tax credits under Section 47 of the Code Our variable 
interests are debt and equity investments in the VIE 
There were no changes to our assessment of the primary 
beneficiary for this VIE during 2008 through 2010 No 
financial or other support has been provided to the VIE 
during the periods presented 

The following table sets forth the carrying amount and 
classification of our investment in the partnership 
as reflected in the Consolidated Balance Sheets at  
December 31 

( / / I  /lil///ans/ 2010 2009 

Miscellaneous other property and investments S12 S17 

Other assets and deferred debits 1 1 

Accounts payable 5 4 

The assets of  the VIE are collateral for, and can only be 
used to settle, i ts obligations The creditors of the VIE do 
no t  have recourse to  our general credit or the general 
credit of PEC and there are no other arrangements that 
could expose us to losses 

Progress Energy, through its subsidiary PEC, is the 
primary beneficiary of t w o  VIES that were established to  
lease buildings t o  PEC under capital lease agreements 
Our maximum exposure to loss from these leases is a 
$7 5 million mandatory fixed price purchase option for 
one of the buildings Total lease payments to these 
counterparties under the lease agreements were  
$2 million annually in  2008, 2009 and 2010 We have 
requested the necessary information to consolidate 
these entities, both entities from which the necessary 
financial information was requested declined to provide 
the information to us, and, accordingly, we have applied 
the information scope exception provided by GAAP 

and assumptions that affect the reported amounts of 
assets and liabilities, disclosure of contingent assets 
and liabilities at  the date of the consolidated financial 
statements, and amounts of revenues and expenses 
reflected during the reporting period Actual results 
could differ f rom those estimates 

R EVE N IJ E RECO G M i l l  0 id 

We recognize revenue when i t  is realized or realizable 
and earned when  all of the following criteria are met: 
persuasive evidence of an arrangement exists; delivery 
has occurred or services have been rendered, our price 
to the buyer is fixed or determinable; and collectability 
is reasonably assured We recognize electric utility 
revenues as service is rendered to  customers. Operating 
revenues include unbilled electric utility base revenues 
earned when service has been delivered but  not  billed by 
the end of the accounting period. Customer prepayments 
are recorded as deferred revenue and recognized as 
revenues as the services are provided. 

FUEL COST DEFERRALS 

Fuel expense includes fuel costs and other recoveries 
that are deferred through fuel clauses established by 
the Utilities' regulators These clauses al low the Utilities 
to recover fuel costs, fuel-related costs and portions of 
purchased power costs through surcharges on customer 
rates These deferred fuel costs are recognized in 
revenues and fuel expenses as they are billable to 
customers 

E X C I S E  ",;XES 

The Utilities col lect from customers certain excise 
taxes levied by the state or local government upon the 
customers The Utilities account for sales and use tax on 
a net basis and gross receipts tax, franchise taxes and 
other excise taxes on a gross basis 



The amount of gross receipts tax, franchise taxes and Nuclear fuel is classified as a fixed asset and included 
other excise taxes included in operating revenues in the utility plant section of the Consolidated Balance 
and taxes other than on income in the Consolidated Sheets Nuclear fuel in  the front-end fuel processing 
Statements of Income for t h e  years ended December 31, phase is considered work in progress and no t  amortized 
2010, 2009 and 2008 were $345 mrllion, $333 million and until placed in service 
$295 million, respectively - --. q r J C  A j  it!< - <i'irli Ti' s:>;$j. 

Substantially all depreciation o f  utility plant other than 
Our subsidiaries provide and receive services, at nuclear fuel is computed on the straight-line method 
cost, to and from the Parent and its subsidiaries, in  based on the estimated remaining useful life of the 
accordance with FERC regulations The costs of the property, adjusted for estimated salvage (See Note 

2 

n n  s e i ' v i ~ e s  are M UII a u i i v ~  ?HI l%tEmwt*-Kc, 
possible, and on al location factors for  general costs 
that  cannot be direct ly attributed In the subsidiaries' 
f inancial statements, billings from affiliates are 
capitalized or expensed depending on the nature of the 
services rendered 

gTiki-fy PLApjT 

Utility plant in service is stated a t  historical cost less 
accumulated depreciation. We capitalize all construction- 
related direct labor and material costs of units of property 
as wel l  as indirect construction costs. Certain costs are 
capitalized in accordance with regulatory treatment. The 
cost of renewals and betterments is also capitalized 
Maintenance and repairs of property (including planned 
major maintenance activities), and replacements and 
renewals of items determined to be less than units 
of property, are charged to maintenance expense as 
incurred, with the exception of nuclear outages a t  PEF. 
Pursuant to a regulatory order, PEF accrues for nuclear 
outage casts in  advance of scheduled outages, which 
generally occur every t w o  years Maintenance activities 
under long-term service agreements with third parties 
are capitalized or expensed as appropriate as if the 
Utilities had performed the activities. The cost of units 
of  property replaced or retired, less salvage, is charged 
to accumulated d9preciation Removal or disposal costs 
that  do not represent asset retirement obligations (AROs) 
are charged to a regulatory liability. 

Al lowance for funds used during construction (AFUDC) 
represents the estimated costs of capital funds 
necessary to f inance the construction of n e w  regulated 
assets As prescribed in the regulatory uniform system 
of accounts, AFUDC is charged to the cost of the plant 
The equity funds portion of AFUDC is credited to other 
income. and the borrowed funds portion is credited to 
interest charges 

SCPSC and FPSC can also grant approval io accelerate 
or reduce depreciation and amortization rates of utility 
assets (See Note 7) 

Amortization of nuclear fuel costs is computed primarily 
on the units-of-production method. In the Utilities' retai l  
jurisdictions, provisions for nuclear decommissioning 
cost,s are approved by the NCUC, the SCPSC and the 
FPSC and are  based on site-specific estimates tha t  
include the costs for removal of all radioactive and other 
structures a t  the site In the wholesale jurisdictions, 
the provisions for nuclear decommissioning costs are 
approved by the FERC 

FEDERAL GRAbiT 

The American Recovery and Reinvestment Act, signed 
into l a w  in  February 2009, contains provisions promoting 
energy efficiency (EE) and renewable energy On 
April 28, 2010, w e  accepted a grant f rom the United 
States Department of Energy (DOE) for $200 million in 
federal matching infrastructure funds in support of our 
smart grid initiatives PEC and PEF each will receive up  
to $100 million over a three-year period as project work 
progresses The DOE will provide reimbursement for 
50 percent of allowable project costs, as incurred, up to 
the DOE'S maximum obligation of $200 million Projects 
funded by the grant must be completed by April 2013. 

In accounting for the federal grant, w e  have elected to 
reduce the cost basis of selectsmart  grid projects As the 
select capital projects are placed into service, this will 
reduce deprecration expense over the life of the assets 
Reimbursements by the DOE are deferred as a short- 
term or long-term liability on the Consolidated Balance 
Sheets based on their expected date of application to 
the select projects 



AROs are legal obligations associated with the retirement 
of cei taintaiiglhle lono-lived assEts The presentvalues of 
retirement costs for which we have a legal obligation are 
recorded as liabilities with an equivalent amount added 
to the asset cost  and depreciated over the useful l i fe of 
the associated asset The liability is then accreted over 
time by applying an interest method of allocation to the 
liability Accretion expense is included in depreciation, 
amortization and accretion inthe Consolidated Statements 
of Income AROs have no impact on the income of the 

regulated ratemaking process thatwould not  be recorded 
under GAAP for nonregulated entiries These regulatory 
assets and liabilities represent expenses deferred for 
future recovery from customers or obligations to be 
refunded to customers and are primarily classified in the 
Consolidated Balance Sheets as regulatory assets and 
regulatory liabilities ( S e e  Note 7A) The regulatory assets 
and liabilities are amortized consistent with the treatment 
of the related cost in  the ratemaking process 

of regulatory assets and regulatory liabilities in order to  
ref lect the ratemaking treatment of the related costs 

CASH A N D  MS!! EGUlVAfEMTS 
W e  consider cash and cash equivalents to include 
unrestricted cash on hand, cash in  banks and temporary 
investments purchased with an original maturity of three 
months or less 

BECEIWABLES, NET 

Werecord accountsreceivable atnetrealizablevaltie This 
value includes an allowance for estimated uncollectible 
accounts to  reflect any loss anticipated on the accounts 
receivable balances The allowance for uncollectible 
accounts reflects our estimate of probable losses inherent 
in the accounts receivable, unbilled revenue, and other 
receivables balances We calculate this allowance based 
on our history of write-offs, level of past due accounts, 
prior rate of recovery experience and relationships with 
and economic status of our customers 

IQ'(JE EnbTORZ' 

We a c c o u n t  for inventory, in  c I u d i rig emis si on allowances, 
using the average cost method W e  value inventory of 
the Utilities at  historical cost consistent wi th  ratemaking 
treatment Materials and supplies are charged t o  inventory 
when purchased and then expensed or capitalized to 
plant, as appropriate, when installed Materials reserves 
are established for excess and obsolete inventory 

3 E G 'ci :G,-y !? ;. 'y 2 ss E.T'Z & :<,: i ;4 j i,:T i E s 
The Utilities' operations are subject to GAAP for 
regulated operations, which allows a regulated company 
to record costs t l ia i  have been o r  are expected to  be 
allowed in the ratemaking process in a period different 
from the period in which the costs would be  charged to 
expense by a nonregulated enterprise Accordingly, the 
Utilities record assets and liabilities that result from the 

proposed nuclear expansion in  Florida in  accordance 
w i th  FPSC regulations, wh ich  establish an alternative 
cost-recovery mechanism. PEF is allowed to  accelerate 
the recovery of prudently incurred siting, preconstruction 
costs,AFUDCand incremental operation and maintenance 
expenses resulting from the siting, licensing, design and 
construction of a nuclear plant through PEF's capacity 
cost-recovery clause. Nuclear costs are deemed to 
be recovered up to the amount of the FPSC-approved 
projections, and the deferral of unrecovered nuclear 
costs accrues a carrying charge equal to PEF's approved 
AFUDC rate Unrecovered nuclear costs eligible for 
accelerated recovery are deferred and recorded as 
regulatory assets in the Consolidated Balance Sheets 
and are amortized in the period the costs are collected 
from customers 

5ilQD'"iiliiLL AN5 ~~~~~~~~~~ ASSETS 

Goodwill is subject to a t  least an annual assessment 
for impairment by applying a two-step, fair value-based 
test This assessment could result in periodic impairment 
charges Intangible assets are amortized based on the 
economic benefit of their respective lives 

CHPi l lGE !N ~~~~~~~~i~~~ POLrCY REGARDlNG 
AVNLIAL G O O D ~ j \ i l L l  TESTING DATE 

We perform our goodwill impairment tests for the PEC 
and PEF reporting units a t  least annually, and more 
often if events or changes in circumstances indicate it 
is more likely than not  that their carrying values exceed 
their fair values Since the adoption of Accounting 
Standards Codification IASC) 350, Intangibles -Goodwil l  
and Other, through April 1, 2010, w e  performed the 
annual impairment testing of goodwill using April 1 as 
the testing date Our annual financial and strategic 
planning process, including the preparation of long- 
term cash f low projections, concludes in the fourth 
quarier of each year Effective in October 2010, we 
changed our annual goodwill impairment testing date 



P R E M I u M s. D! s G 0 i.J NTS 

Long-term debt premiums, discounts and issuance 
expenses are amortized over the terms of the debt  
issues Any expenses or call premiums associated with 
the reacquisit ion of debt obligations by the Utilities are 
amortized over the applicahle lives using the straight- 
l ine method consistent with ratemaking treatment (See 
Note 7A) 

~~C~~~ TKXES 
Deferred income taxes have been provided for temporary 
differences. These occur  when the book and tax carrying 
amounts of assets and liabilities differ Investment 
tax credits related t o  regulated operations have been 
deferred and are being amortized over the estimated 
service life of  the related properties Credits for the 
production and sale of synthetic fuels are deferred credits 
to the extent they cannot be or have not been utilized 
in the annual consolidated federal income tax returns, 
and are included i n  income tax expense (benefit) of 
discontinued operations in the Consolidated Statements 
of Income W e  accrue for uncertain tax positions when it 
is determined that it is more likely than not  that the benefit 
wi l l  no t  be sustained on audit by the taxing authority, 
including resolutions of any related appeals or litigation 
processes, based solely on the technical merits of the 
associated tax position If  the recognition threshold is 
met, the tax benefit recognized is measured a t the  largest 
amount of the tax benefitthat, in  our judgment, is greater 
than 50 percent likely to be realized Interest expense on 
tax deficiencies and uncertain tax positions i s  included 
in net interest charges, and tax penalties are included in  
other, net in the Consolidated Statsments of Income 

counterparty under a master netting agreement Certain 
economic derivative instruments receive regulatory 
accounting treatment, under wh ich  unrealized gains 
and losses are recorded as regulatory liabilities and 
assets, respectively, unti l the contracts are settled 
Cash f lows from derivative instruments are generally 
included in cash provided by operating activit ies on the 
Consolidated Statements of Cash Flows S e e  Note 17 
for additional information regarding risk management 
activit ies and derivative transactions. 

I O  s s c 0 TdT IN G E f\9 r, f E s A \'J D 
ENV I R 0 Pi P 4  E N TA L L!P B I ktT i E s 
We accrue for loss contingencies, such as unfavorable 
results of litigation, when it is probable that a loss 
has been incurred and the amount of the loss can be 
reasonably estimated With the exception of legal fees 
that are incremental direct costs of an environmental 
remediation effort, w e  do not accrue an estimate of legal 
fees when a contingent loss is initially recorded, but  
rather when the legal services are actually provided 

As discussed in Note 21, w e  accrue environmental 
remediation liabilities when the criteria for loss 
contingencies have been met We record accruals for 
probable and estimable costs, including legal fees, 
related to environmental sites o n  an undiscounted basis 
Environmental expenaitures that relate to an existing 
condition caused by past operations and that have 
n o  future economic benefits are expensed Accruals 
for estimated losses from environmental remediation 
obligations generally are recognized no later than 
completion of the remedial feasibility study Such 
accruals are adlusted a s  additional information develops 
or circumstances change Ccrtain environmental 
expenses receive regulatory accounting treetrnent, 
under which the expenses are iecorded as regulatory 



assets Recoveries of environmental remediation costs 
from other parties are recognized when their receipt 
is deemed probable or o n  actual receipt of recovery 
Environmental expenditures ths! have future economic 
benefits are capitalized in accordance with our asset 
capitalization policy 

We review the recoverability of long-lived tangible and 
intanqible assets whenever impairment indicators exist 

w a s  effect ive for us o n  January 1, 2010 S e e  Note 1 C  
for  informztion regarding our imolenientat ion of ASU 
2005-17 and i ts impac t  o n  our f inancial posit ion and 
results o f  cperations 

-* -. r 

In January 2010, the FASB issued ASU 2010 06, "Fair 
Value Measurements and Disclosures (Topic 820) 
Improving Disclosures aboct Fair Value Measurements," 
which amends ASC 820 to clarify certain existing 
disclosure requirements and to require a number of - 

- txamoies OT tilest! i r ~ u r c a l ~ r ~  --- additional disclosures, inciuding amounts an--- 
losses, combined with a history of losses or a projection 
of continuing losses, or a significant decrease in the 
market price of a long-lived asset group If an impairment 
indicator exists for assets to be held and used, then the 
asset group is tested for recoverability by comparing the 
carrying valueto the sumof undiscounted expectedfuture 
cash f lows directly attributable to the asset group If the 
asset group is not recoverable through undiscounted 
cash f lows or the asset group is to be disposed of, then an 
impairment loss is recognized for the difference between 
the carrying value and the fair value of t.he asset group 

We review our equity investments to evaluate whether 
or no t  a decline in  fair value below the carrying value is 
an other-than-temporary decline We consider various 
factors, such as the investee's cash position, earnings 
and revenue outlook, liquidity and management's ability 
to raise capital in determining whether the decline is 
other-than-temporary If w e  determine that an other- 
than-temporary decline in  value exists, the investments 
are writ ten down to fair value wi th  a n e w  cost basis 
established 

2, 

A. ~~~~~~j~~~~~~~ 

I n  J u n e  2009, the FASB issued SFAS No 167, 
"Amendments to  FASB Interpretat ion No 46(R) ,  
Consolidation of Variable In te res t  Entit ies " 
Subsequently, the FASB issued Account ing Standards 
Update (ASU) 2009-17, "Consolidations (Topic 810) 
Improvements to Financial Reporting by Enterprises 
Involved w i th  Variable In terest  Entities," w h i c h  
codi f ied SFAS No  167 in  the ASC This guidance made 
s ign i f icant  changes to the model for determining 
w h o  should consolidate a VIE, addressed h o w  often 
this assessment should be performed, required al l  
exist ing arrangements w i th  VIES to b e  evaluated, and 
w a s  adopted through a cuniularive e i fecr  o f  change 
in a c c o I! n ti n g p r i n c i p I e a d J ti st m e n t T h i s g u i d a n c e 

significant transfers between the three levels of the fair 
value hierarchy, and presentation of certain information 
i n  the reconciliation of recurring Level 3 measurements 
on a gross basis ASU 2010-06 was effective for us on 
January 1, 2010, with certain disclosures effective 
January 1,201 1 The adoption of ASU 2010-06 resulted in 
additional disclosure but  did not have an impact on our 
financial position or results of operations 

3. D W E  STBTU w E s 
We have completed our business strategy of divesting 
nonregulated businesses to reduce our business risk 
and focus on core operations of the Utilities Included in 
discontinued operations, net of tax are amounts related to 
adjustments of our prior sales of diversified businesses 
These adpstments are generally due to guarantees 
and indemnifications provided for certain legal, tax 
and environmental matters See Note 22C for further 
discussion of our guarantees The ultimate resolution 
of these matters could result in additional adjustments 
in  future periods The information below presents the 
impacts of the divestitures on  ne t  income attributable to 
controlling interests 

, Terminafs opera2ans an Syatisetic F w l s  
Î  
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Prior to 2008, we had substantial operations associated 
with the production of coal-based solid synthetic fuels 
as defined under Section 29 (Section 25) of the Code 
and as redesignated effective 2006 as Section 45K of the 
Code (Section 451< and, collectively, Section 29/45K) The 
production and sale of these products qualified for federal 
income r a y  credits s o  long as certain requirements were 
satisfied As a result o f  the expiration of the tax credit 
program, all of our synthetic fuels businesses were 
abandoned and all operations ceased as of December31, 
2007 The accompanying consolidated statements of 
income reflect the abandoned operanons of  our synrhetic 
f u e Is bus in ess es a s d i sc o n  ti n u  e d ope rations 



On March 7, 2008, w e  sold coal terminals and docks 
in West Virginia and Kentucky for $71 million in  gross 
cash proceeds Proceeds from the sale were used for 
general corporate purposes During the year ended 
December 31, 2008, w e  recorded an after-tax gain of 
$42 million on the sale of these assets The accompanying 
consolidated financial statements ref lect the operations 
as discontinued operations 

On October 21, 2009, a jury delivered a verdict in a 
lawsui t  against Progress Energy and a number of our 
siihsidiaries and affiliates. A s a r e s u l t ,  durina the vear-- 
ended December 31, 2009, w e  recorded an after-tax 
charge of $74 million to discontinued operations 

Results of coal terminals and docks and synthetic fuels 
businesses discontinued operations for the years ended 
December 31 were as fol lows 

Im niillions] 2010 zoo9 zoua 
Revenues S- S- S17 

(Loss) earnings before income taxes and 
nonconnolling interest ~ ( 1 1 )  ~ ( 1 2 5 )  sa 

Income tax benefit, including tax credits 5 47 12 

Earnincis attributable to noncontrollinq interests - - (1) 

Net (loss) earnings from discontinued operations 

Gain on disposal of disconbnued operatlons, 

(Loss) earnings from discontlnued operatlons 

attributable to controlling interests (6) (78) 19 

net of income tax expense of s7 - - 42 

attributable to controlling interests s(6) s(7a) SI 

____ 

8. Coal ~~~n~~~ Businesses 
On March  7, 2008, w e  sold the remaining operations of 
subsidiaries engaged in  the coal mining business for 
gross cash proceeds of $23 million Proceeds from the 
sale were used for general corporate purposes As a 
result of  the sale, during the year ended December 31, 
2008, w e  recorded an after-tax gain of $7 million on the 
sale of these assets During theyears ended December31, 
2010 and 2009, gains and losses related to post-closing 
adjustments and pre-divestiture contingencies were  not 
material to our results of operations 

The accompanying consolidated financial statements 
ref lect the coal mining businesses as discontinued 
operations Results of discontinued operations for the 
coal mining businesses for the year ended December 31, 
2008 were as follows 

/;,5 rnl;hJ,35; 2008 

fievences s2 
LOSS before incoine Iaxes S(13) 
Income tax benefit 4 

!let loss from discontinued operations (9) 

Gain on disposal of discontinued operations, 
net of income tax expense ofS2 7 

Loss froin discontinued operations 
attributable to controlling interests S ! 2 )  - 

Also included in discontinued operations are amounts 
relatedto adjustments of our prior sales of other diversified 
businesses During the years ended December 31, 2010, 
2009 and 2008, gains and losses related to post-closing 
adjustments and pre-divestiture contingencies of other 
diversified businesses were  not material to  our results 
of operations 

T 

A, ~~~~~~~ Plant 
The balances of electric utility plant i n  service at 
December31 are listed below, with a range of depreciable 
lives (in years) for  each 

/in millions] Depreciable Lives 2010 2009 

Productlon plant 3-41 si~ ,a42 ~15,477 

Transmission plant 7-75 3,530 3,273 

Distribution plant 13-67 8,715 8,376 
General plant and other 5-35 1,421 1,227 

Utility plant in service ~29,708 ~ ~ 8 , 3 5 3  

Generally, electric utility plant a t  PEC and PEF, other than 
nuclearfuel, is pledged as collateral fo r the  first mortgage 
bonds of PEC and PEF, respectively (See Note 1 1 )  

As discussed in Note 78 ,  PEC intends to retire no later 
than December 31, 2014, all of its coal-fired generating 
facilities in North Carolina that do not have scrubbers 
I hese facilities total approximately 1,500 megawatts 
(MW) a t  four sites During the fourth quarter of  2010, 
Progress Energy reclassified, for all periods, the net 
carrying value of the four facilities f rom utility plant in 
service, net, to other utility plant, net, on the consolidated 
balance sheets, in accordance with ASC 980-3630, 
Regulated Operations- Property, Plant and Equipment A t  
Decemher31,2010 and 2009, the net carrying value of the 

- 
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four facilities included in  other utility plant, net, totaled 
$172 million and $1 65 million, respectively Consistent 
wi th  current ratemaking treatment, PEC expects to 
include the four facilities' remaining net  carrying value in 
rate base after retirement 

AFUDC represents the estimated costs of  capital funds 
necessary to finance the construction of n e w  regulated 
assets As prescribed in the regulatory uniform systems 
of accounts, AFUDC is charged t o  the cost of the plant 
for certain projects in  accordance wi th  the regulatory 

Nuclear fuel, net of amortization a t  December 31, 2010 
and 2005, was $674 million and $554 million, respectively 
The amount no t  yet in  service at December 31,2010 and 
2009, was $367 million and $308 million, respectively 
Amortization of nuclear fuel costs, including disposal 
costs associated with obligations to the D O E  and 
costs associated wi th  obligations to the DOE for the 
decommissioning and decontamination of enrichment 
facilities. was  $132 million, $159 million and $145 million 
for the years ended December 31, 2010, 2009 and 2008, 
respectively This amortization expense is included in 

n r n v w  for e-dic tion. The equitv funds Dortion - ~ -  -___ -. fuelused in electric qeneration in  the ComoJidated 
Statements of Income of AFUDC is credited to other income, and the borrowed 

funds portion is credited to interest charges Regulatory 
authorities consider AFUDC an appropriate charge for 
inclusianin the rates charged to customers by the Utilities 
over the service life af the property The composite 
AFUDC rate for PEC's electric utility plant was 9 2% in  
2010,2009 and 2008 The composite AFUDC rate for PEF's 
electric utility plant was 7 4%, effective beginning April 
1 ,  2010, based on its authorized return on equity (ROE) 

in the base rate case (See Note 7C) Prior to 
April 1,2010, the composite AFUDC rate for PEF's electric 
utility plant was 8 8% 

Our depreciation provisions on utility plant, as a percent 
of average depreciable property other than nuclear 
fuel, were 20%, 2 4 %  and 23% in 2010, 2009 and 2008, 
respectively The depreciation provisions related ta utility 
plant were $635 million, $626 million and $578 mill ion in  
2010,2009and 2008, respectively In addition to utility plant 
depreciation provisi ons, depreciation, amortiza ti on and 
accretion expense also includes decommissioning cost 
provisions,ARO accretion,costof removal provisions (See 
Note 4C), regulatory approved expenses (See Notes 7 
and 21) and Clean Smokestacks Act  amortrzation 

During 2010, PEF updated the depreciation rates which 
were  approved by the FPSC in the 2009 base rate 
case The rate change was effective January, 1 ,  2010, 
and resulted in a decrease in depreciation expense of 
$43 million for 2010 Additionally, in December 2010, 
PEF filed the FPSC approved depreciation rates with 
the FERC for use in its formula transmission rate for its 
Open Access Transmission Tariff IOATT) The FERC filing 
requested depreciation rates be applied retroactively to 
January 1, 2010 whereby if approved, the depreciation 
rate changes will result in a reduction to the depreciation 
expense charged to PEF's OATT customers, beginning 
June 1,201 1 

PEF's construction work in  progress related to certain 
nuclear projects has received regulatory treatment A t  
December 31, 2010, PEF had $519 million of accelerated 
recovery of construction work in process, of which 
$237 million w a s  a component of a nuclear cost-recovery 
clause regulatory asset At  December 31, 2009, PEF had 
$451 million of accelerated recovery of construction 
work in process, of wh ich  $274 million w a s  a component 
of a nuclear cost-recovery clause regulatory asset and 
$22 million w a s  a component af a deferred fuel regulatory 
asset See Note7C for further discussion of PEF's nuclear 
cost  recovery 

emtiwig Faciliaies 
PEC and PEF hold ownership interests in certain jointly 
owned generating facilities Each is entitled to shares of 
the generating capabil ity and output of each unit equal 
to their respective ownership interests Each also pays 
its ownership share of additional construction costs, fuel 
inventory purchases and operating expenses, except in  
certain instances where agreements have been executed 
to limit certain joint owners' maximum exposure t o  the 
additional costs Each of the Utilities' share of Operating 
costs of the jointly owned generating facil i t ies is included 
within the corresponding line in the Consolidated 
Statements o f  Income The co-owner of Intercession 
C i t y  Unit P11 has exclusive rights t o  the output of the unit 
during the months of June through September PEF has 
that right for the remainder of the year 



PEC‘s and PEF‘s ownership interests in the jointly owned 
generating facilities are listed below with related 
information a t  December 31 

(in millions) 
Su bsidiarv Facilitv 

Company Ownership Accumulated Construction Work 
Interest Plant Investment Depreciation in Progress 

2010 

PEC Mayo a3 83% S798 S294 S8 

PE!: Harris a3 83% 3,255 1,604 16 

PEC Brunswic k 8 1 67% 1,702 939 38 

PEC Roxboro Unit 4 87 06% 706 457 22 

FEF Crystal River Unit 3 91 78% 901 497 648 
PEF Intercession City Unit PI1 66 67% 23 11 - 

____--__ --_____ 

2009 

IPEC Mayo a3 83% si85 s282 s8 

P t C  Harris a3 83% 3,207 1,651 28 

PCC Brunswick a i  67% 1,681 981 74 

PEC Roxboro Unit 4 a i  0606 686 449 15 

P F i  Crystal River Unit 3 91 78% 900 472 510 

PEI Intercession City Unit P11 66 67 % 23 10 - 

In the tables above, plant investment and accumulated 
depreciation are not reduced by the regulatory 
disallowances related t o  the Shearon Harris Nuclear 
Plant (Harris), which are no t  applicable to the joint 
owner‘s ownership interest in Harris 

In the tables above, construction work in  process for 
Crystal River Unit 3 Nuclear Plant (CR3) is not  reduced by 
the accelerated recovery of qualifying project costs under 
the FPSC nuclear cost-recovery rule (see Note 7C) 

c.  Asset ~~~~~~~~~~ 

A t  December 31, 2010 and 2009, our asset retirement 
costs included in utility plant related to nuclear 
decommissioning of irradiated plant, net  of accumulated 
depreciation totaled $90 million and $132 million, 
respectively The fair value of funds set aside in the 
Utilities‘ nuclear decommissioning trust (NDT) funds 
for the nuclear decommissioning liability totaled 
$1 571 billion and $1 367 billion at December 31, 2010 
and 2009, respectively ( S e e  Notes 12 and 13) Net NDT 
unrealized gains are included in i egulatory liabilities 
(See Note 7A) 

Our nuclear decommissioning cost provisions, wh ich  
are included in depreciat ion and amortization expense, 
were  $31 mill ion each in 2010, 2009 and 2008 As 
discussed below, PEF has suspended i ts accrual  for 
nuclear decommissioning Management believes that 
nuclear decommissioning costs that have been and 
will be recovered through rates by PEC and PEF wi l l  be 
suff icient to provide for the costs o f  decommissioning 
Expenses recognized for the disposal or removal of 
uti l i ty assets that do no t  meet  the definit ion of AROs, 
wh ich  are included in depreciation, amortization and 
accretion expense, were $87 millian, $141 mill ion and 
$133 mill ion in  2010, 2009 and 2008, respectively 

The Utilities recognize removal, nonirradiated 
decommissioning and dismantlement of fossil generation 
plant costs in regulatory liabilities on the Consolidated 
Balance Sheets (See Note 7A) At  December 31, such 
costs consisted of 

Removal costs S1,503 51,536 

Plonirradiated decommtssiaii i i iy costs 233 21 1 

Dismantlement costs 121 119 

PJoii-ARO cost of removal s 1 . a ~ ~  si,a66 



The NCUC requires that PEG update its cost estimate for 
nuclear decommissioning every five years PEC received 
a new site-specific estimate of decommissioning costs 
for Robinson Nuclear Plant (Robinson) Unit No  2, 
Brunswick Nuclear Plant (Brunswick) Units No 1 and 
No 2, and Harris, in December 2009, which was filed wi th  
the NCUC on March  16,2010 PEC’s estimate is based on 
prompt dismantlement decommissioning, which reflects 
the cost of removal of all radioactive and other structures 
cui-iently at the site, with such removal occurring after 
operatinq l icense expiration These decommissioninq 

with maintaining spent nuclear fuel on site umil such 
time that it can be transferred t o  a DOE fa; LYy /See 
Note 22Di The estimate, in  2008 dollars, is $751 million 
and is subject to change based on a variety c f  factors 
including. but not limited to, cost escalarion, changes 
in technology applicable to nuclear decommissioning 
and changes in federal, state or local regulations The 
cost estimate excludes the portion attributable to other 
co-owners of CR3 See Nore 7D for information about 
the NRC operating l icense held by PEF for CR3 Based on 
the 2008 estimate, assumed operating license renewal 

costs associated with maintaining spent nuclear fuel on 
site unti l such time that i t  can be transferred to a DOE 
facility (See Note 220). These estimates, in 2009 dollars, 
were $687 million for Unit No 2 a t  Robinson, $591 million 
for Erunswick Unit No 1, $585 million for Brunswick Unit 
No 2 and $1 126 billion for Harris The estimates are 
subjectto change based on a variety of factors including, 
but  not  limited to, cost escalation, changes in technology 
applicable to nuclear decommissioning and changes in 
federal, state or local regulations. The cost  estimates 
exclude the portion attributable to  North Carolina Eastern 
Municipal Power Agency (Power Agency), wh ich  
holds an undivided ownership interest in Brunswick 
and Harris See Note 70 for information about the NRC 
operating l icenses held by PEC. Based on updated cost 
estimates, in 2009 PEC reduced its asset retirement cost 
ne t  o f  accumulated depreciation and its ARO liability by 
approximately $27 million and $390 million, respectively, 
resulting in no asset retirement costs included in utility 
plant related to nuclear decommissioning of irradiated 
plant a t  December 31,2009. 

cost estimates also include interim spentfuel storaqe and updated -- escalation factors in  2010, PEF decreased 
its asset retirement cost to zero and its ARO liabilitv 
by approximately $37 million in 2010 Retail accruals 
on PEF‘s reserves for nuclear decommissioning were  
previously suspended under the terms of previous base 
rate settlement agreements PEF expects to continue this 
suspension based on its 2010 nuclear decommissioning 
filing In  addition, the wholesale accrual on PEF’s 
reserves for nuclear decommissioning was suspended 
retroactive to January 2006, following a FERC accounting 
order issued in November 2006 

The FPSC requires that PEF update its cost estimate for 
fossil plant dismantlement every four years PEF received 
an updated fossil dismantlement study estimate in 2008, 
wh ich  PEF filed with the FPSC in  2009 as part of PEF‘s 
base rate filing As a result of the base rate case, the 
FPSC approved an annual fossil dismantlement accrual 
of $4 million PEF’s reserve for fossil plant dismantlement 
w a s  approximately $144 million and $143 million at  
December 31, 2010 and 2009, including amounts in the 
ARO liability for asbestos abatement, discussed below 

The FPSC requires that PEF update its cost estimate for 
nuclear decommissioning every five years PEF received 
a new site-specific estimate of decommissioning 
costs for CR3 in October 2008, which PEF filed with 
the FPSC in  2009 as part of P E R  base rate filing (See 
Note 7C) However, the FPSC deferred review of PEF’s 
nuclear decommissioning study from the rate case to 
be addressed in  2010 in order for FPSC staff to assess 
PEF‘s study in combination wi th  other utilities anticipated 
to submit nuclear decommissioning studies in 2010 
PEF w a s  not  required to prepare a n e w  site-specific 
nuclear decommissioning study in 2010, however, PEF 
was required to  uDdate the 2008 study with the most 
currently available escalation rates in 2010, which was 
filed w i th  the FPSC in December 2010 PEF‘s estimate is 
based on prompt disvantlement decommissioning and 
includes interim spent fuel storage costs associated 

The Utilities have recognized ARO liabilities related to 
asbestos abatement costs The ARO liabilities related 
to asbestos abatement costs were $53 million and 
$54 million a t  December 31,2010 and 2009, respectively 

Additionally, the Utilities have recognized ARO liabilities 
related to landfill capping costs The ARD liabilities related 
to  landfill capping costs were $6 million and $7 million a t  
December 31,2010 and 2009, respectively 

W e  have identifieo but not  recognized AROs 
related to electric transmission and distribution and 
telecommunications assets as the result of easements 
over property not owned by us These easements are 
generally perpetual and require retirement action only 
upon abandonment or cessation of use of the property 
for rhe specified purpose The ARO is not  estimable for 



such easements, as we intend to utilize these properties 
indefinitely In  the event w e  decide t o  abandon or cease 
the use of a particular easement, an ARO would be 
recorded at that t ime 

The following table presents the changes to the AROs 
during the years ended December 31 Revisions to prior 
estimates of the regulated ARO are primarily related to 
the updated cost estimates for nuclear decommissioning 
and asbestos described above 

company's property damage insurarice policies provide 
that all proceeds from such insurzn ie be applied, first, 
to place the plant in a safe and stable condition after 
an accident and, second, to deccn tavna te  the plant, 
before any proceeds can be used for decommissioning, 
plant repair or restoration Each company is responsible 
to the extent losses may exceed limits o f  the coverage 
described above A t  December 31, 2010. PEF has an 
outstanding claim wi th  NEIL (See Notes 5 and 7C) 

Both of the Utilities are insured against public liability for 
a nuclear incident up to $12 595 billion per occurrence 
Under the current provisions of the Price Anderson 

- ----___ -_I _I_ 

Asset retirement obligations at January 1,2009 51,471 

Accretion expense 83 

Revisions to prior estimates f384) 

Asset retireinent obligations at December 31,2009 1,170 

Additions 4 

Accretion expense 65 

Revisions io prior estimates (39) 

Asset retirement obligations at December 31,2010 S1,20D 

The Utilities are members of Nuclear Electric Insurance 
Limited (NEIL), which provides primary and excess 
insurance coverage against property damage to 
members' nuclear generating facilities. Underthe primary 
program, each company is insured far$500 million a t  each 
of its respective nuclear plants. In  addition to primary 
coverage, NEIL also provides decontamination, premature 
decommissioning and excess property insurance with 
limits of $1 750 billion on each nuclear plant. 

Insurance coverage against incremental costs of 
replacement power resulting from prolonged accidental 
outages at  nuclear generating units is also provided 
through membership in NEIL Both PEC and PEF are 
insured under this program, following a 12-week 
deductible period, for 52 weeks in the amounts ranging 
from $35 million to $4 5 million per week Additional 
weeks of coverage ranging from 71 weeks to 110 
weeks are provided a t  80 percent of the above weekly 
amounts For the current policy period, the companies 
are subject to retrospective premium assessments of up 
to approximately $28 mill ion wi th  respect to the primary 
coverage,Ml million with respectto the decontamination, 
decommissioning and excess property coverage, and 
$25 million fcrr the incremental replacement power costs 
coverage, in  the event covered losses a t  insured facilities 
exceed premiums. reserves. reinsurance and other NEIL 
resources Pursuant to regulations of the NRC, each 

Act, which limits liability for accidents at  nuclear power 
plants, each company, as an owner of nuclear units, 
can  be assessed for a portion of any third-party liability 
claims arising from an accident at any commercial 
nuclear power plant in the United States In the event 
that public liability claims from each insured nuclear 
incident exceed the primary level of coverage provided 
by American Nuclear Insurers, each company would be 
subject to pro rata assessments of up to $1 17 5 million for 
each reactor owned for each incident Payment of  such 
assessments would be made over time as necessary 
to l imit the payment in any one year to no more than 
$17 5 million per reactor owned per incident Both the 
maximum assessment per reactor and the rnaxjmum 
yearly assessment are adjusted for inflation at least 
every five years The next scheduled adjuStment is d m  
on or before August 29,2013 

Under the NEIL policies, if there were multiple terrorism 
losses within one year, NEIL would make available one 
industry aggregate limit of $3 240 billion for noncertif ied 
acts, a I o ng wi th  any a mo u nts it rec overs from re ins ur a n c e, 
government indemnity or other sources up  to the limits 
for each claimant I f  terrorism losses occurred beyond 
the one-year period, a new set of limits and resources 
would apply 

The Utilities self-insure theirtransmission and distribution 
lines against loss due to storm damage and other natural 
disasters PEFmaintains a storm damage reserve and has 
a regulatory mechanism to recover the costs of named 
storms on an expedited basis ( S e e  Note 7 C )  

For loss or damage to non-nuclear properties. excluding 
self-insured transmission and distribution llnes, the 
Utilities are insured under an all-risk property insurance 
program with a total limit of $600 million per loss The basic 
deductible is $2 5 million per loss, and there is no outage or 
replacement power coverage under this program 



Income taxes receivable and interest income receivables 
are not  included in receivables These amounts are 
included in prepayments and other current assets or 
shown separately on the Consolidated Balance Sheets 
At  December 31 receivables were comprised of 

(in m////nns: 2010 20139 

Trade accounts receivable S651 S58 1 

Unbilled accounts receivable 223 193 
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As regulated entities, the Utilities are subject to the 
provisions of GAAPforregulated operations Accordingly, 
the Utilities record certain assets and liabilities resulting 
f rom the effects of the  ratemaking process that would 
no t  be recorded under GAAP for nonregulated entities 
The Utilities' ability to continue to meet the criteria for 
application of GAAP for regulated operations could 
be affected in the future by competitive forces and 

NEIL receivable (See Notes 4 and 7) 119 - 

Allowance for doubtful receivables (35) (18) 

Total receivables, net S1,033 SO0 

At  December 31 inventory was comprised of 

/in mjllions) 2010 2009 

Fuel for production 

Materials and supplies 

Emission allowances 

Other 

S542 s667 

676 639 

8 18 

1 I 

~ ~ 

Total inventory 31,226 S1,325 

Materials and supplies amounts above exclude long-term 
combustion turbine inventory amounts included in other 
assets and deferred debits on the Consolidated Balance 
Sheets of $24 million a t  December 31, 2009, which was 
transferred to PEC in 2010 and is included in construction 
work i n  progress on the Consolidated Balance Sheet at 
December 31,2010 

that  GAAP for regulated operations no longer applies to  
a separable portion of our operations, related regulatory 
assets and liabilities would be eliminated unless an 
appropriate regulatory recovery mechanism w a s  
provided Additionally, such an event would require the 
Utilities to determine if any impairment to other assets, 
including utility plant, exists and write down impaired 
assets to  their fair values 

Except for portions of deferred fuel costs and loss on  
reacquired debt, all regulatory assets earn a return or 
the cash has nat  yet  been expended, in  which case the 
assets are offset by liabilities that  do no t  incur a carrying 
cost We expect t o  fully recover our regulatory assets 
and refund our regulatory liabilities through customer 
rates under current regulatory practice 

Emission allowances above exclude long-term emission 
allowances included in other assets and deferred debits 
on the Consolidated Balance Sheets of $33 million and 
$39 million, respectively, a t  December 31,2010 and 2009 



At December 31 the balances of regulatory assets 
(Iiabiliries) were as follows 

Deferred fuel costs - current (Notes 78  and 7 C I  
IQuclear deferral (Notes 7CI 

SI69 

7 

Si05 

37 

Total current reyuldtory assets 1 76 142 

Deferred fuel cost- long-term - 62 

Deferred impact of ARO (Note 4C)'l" 122 99 
1 1 - e  I !  --*-.-------- ~-~ --___________ *--.--- 3Fd--- 

Loss on reacquired d e b V  31 35 

Nuclear deferral (Note 7CY" 178 239 

____^_I 

Postretirement benefits (Note 16)'"' 

Dei ivative mark-to-market adjusbnent (Note 17A)"' 

DSM / Energy-efficiency deferral (Note 7B)'q' 

Other 

1,105 

505 

57 

14 

945 

436 

19 

80 

Total lono-term reoulatorv assets 2.374 2,179 
~ ~ 

Environmental (Note 7C) 

Llcfcri cd energy conservabon cost and other current regulatory liabilibes 

(45) 

(14) 

Total current regulatory liabilities (591 

Non-ARO cost of removal (Note 4CJiiIi (1,857) ( 1,866) 

Deferred impact of ARO (Note 4C)Ibi (143) (150) 

Net nuclear decommissioning trust unrealized gains (Note 4C)'l" (421) (295) 

Storm reserve (Note 7C)"' (136) (136) 

Other (78) (631 

Total long-term regulatory liabilities (2.635) (2,510) 

Net regulatory liabilities S(1W S(216) 

The recovery and amortization periods for these regulatory assets and (liabilities) at December 31,2010, are as follows. 
1;" Recorded and recovered or amortized as approved by the appropriate state utility commission over a period not exceeding five years 
'"'Asset retirement and removal liabilities are recorded over the related property lives, which may range up to 65years, and wil l be settled and 

adjusted following coinpletion of the related activities 
Income taxes recoverable through future rates are recovered over the related property lives, which may range up to 65years 
Recovered over either the remaining life of the original issue or, i f  refinanced, over the life of the new issue, which inay range up to 
30years 
Recovered and amortized over the remaining service period of employees In accordance with a 2009 FPSC order, PEF's 2009 deferred 
pension expense of S34 million will be amortized to the extent that annual pension expense is less than the 527 million allowance provided 
for in base rates (See Note 16) 

'"Related to derivative unrealized gains and losses that are recorded as a regulatory liability or asset, respectively, unti l the contracts are 
settled After contract settlement and consumption of  the related fuel, the realized gains or losses are passed through the fuel cost-recovery 
clause 

' ( I '  Recorded and recovered or amortized as approved by the appropriate state utility commission over a period not exceeding 10 years 
l t ) s  Relatedto unrealized gains and losses on NDT funds that are recorded as a regulatory assetor liability, respectively, unti l the  funds are used 

'" Utilized a s  storm restoration expenses are incurred 
to decommission a nuclear plant 
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facility a t  its Richmond County generation site to provide 
additional generating and transmission capacity to meet 
the grnwing energy demands o f  southern and eastern 
North Carolina PEC projects that the generating facility 
and related transmission will be in  service by June 201 1 

On October 22, 2009, the NCUC issued its order granting 
PEC a Certificate of Public Convenience and Necessity 
to construct an approximately 950-MW combined cycle 

PEC‘s base rates are Subject t O  the regulatory jurisdiction 
of I he  NCUC and SCPSC In PEC’s most recent rate cases 
in 1988, the NCUC and the SCPSC each authorized a R O E  
of 12 75 percent 

COS’‘ J E C S \ j E ; i V  F11_i.!dES 
natural gas-fueled electric generating facility a t  a site 
in Wayne County, N C PEC prOjeCis that the generating 
facil i ty wi l l  he in  service by January 2013 

On November 17,2010, the NCUC approved three separate 
PEC cost-recovery filings, all of which were effective 

~- -m fk -5: - I ~ ~ _ _ _ ~ I  

for a $170 million decrease in  the fuel rate charged to its 
North Carolina ratepayers, driven by declining fuel prices, 
wh ich  reduced residential electric bills by $5 60 per 1,000 
kilowatt-hours (kWh) for fuel cost recovery The NCUC 
approved PEC‘s request for a $31 million increase in the 
deiriand-side management (DSMI and EE rate charged 
to its North Carolina ratepayers, which increased the 
residential electric bills by $1 56 per 1,000 kWh for DSM 
arid EE cost recovery The NCUC approved PEC’s request 
for a $2 million decrease for North Carolina Renewable 
Energy and Energy Efficiency Portfolio Standard (NC 
REPS), which decreased the residential electric bills by 
$0 07 per 1,000 kWh The net  impact of the three filings 
results in an average reduction in residential electric 
bills of 3 9  percent At  December 31, 2010, PEC’s North 
Carolina deferred fuel and DSM / EE balances were  
$56 million and $49 million, respectively 

On June 23, 2010, the SCPSC approved PEC’s request 
for a $17 mill ion decrease in the fuel rate charged to  
its South Carolina ratepayers, driven by declining fuel 
prices The decrease w a s  effective July 1, 2010, and 
decreased residential electric bills by $2 73 per 1,000 
lkWh for fuel cost  recovery PEC also filed w i th  the 
SCPSC for an increase in  the DSM and EE rate effective 
July 1, 2010, w h i c h  was approved on a provisional basis 
on June 30, 2010, pending rev iew  by the South Carolina 
Office of Regulatory Staff The net impact of the two 
filings resulted in  an average reduction in residential 
electric bills of 1 7  percent We cannot  predict the 
outcome of this matter At  December 31, 2010, PEC’s 
South Carolina deferred fuel and DSM / EE balances 
were  $15 mill ion and $8 million, respectively 

‘ - g J T -  -.q”----“- 
- 1  r r i  r ? f  

On October 13, 2008, the NCUC issued a Certificate 
of Public Convenience and Necessity allowing PEC 
to proceed wirh plans to construct an approximately 
600-MW combined cycle dual fuel-capabk generaring 

On December 1, 2009, PEC filed with the NCUC a plan to 
retire no later than December 31,2017, all of its coal-fired 
generating facilities in North Carolina that do no t  have 
scrubbers These facilities total approximately 1,500 MW 
at four sites On September 13,2010, PEC filed its 15-year 
Integrated Resource Plan with the NCUC and SCPSC, 
which further accelerated the expected retirement 
schedule of the four coal-fired generating facilities to no 
later than December 31, 2014. The net carrying value of 
the four facilities at December 31, 2010, of $172 million 
is included in other uti l iw plant, net on the Consolidated 
Balance Sheets. Consistent with ratemaking treatment, 
PEC wi l l  continue to depreciate these plants using the 
current depreciation lives and rates on file w i th  the 
NCUC and the SCPSC until PEC completes and files a 
n e w  depreciation study. The final recovery periods may 
change in connection with the regulators‘ determination 
of the rate recovery of the remaining net  carrying value. 

On June 9, 2010, the NCUC issued its order granting 
PEC a Certificate of Public Convenience and Necessity 
to construct an approximately 620 MW combined cycle 
natural gas-fueled electrrc generating facil i ty a t  a site 
in  N e w  Hanover County, N C ,  to replace the existing 
coal-fired generation at  this site PEC projects that the 
generating facility wi l l  he in Service i n  December 2013 

The NCUC and the SCPSC approved proposals to 
accelerate cost  recovery of PEC’s nuc lear  generating 
assets beginning January 1, 2000, through 2009 The 
Nor th Carolina aggregate minimum and maximum 
amounts of cos t  recovery were $415 mill ion and 
$585 mill ion, respectively, wi th  flexibil i ty in the 
amount  of annual depreciat ion recorded, f rom none 
to  $150 mill ion per year Accelerated cos t  recovery of 
these assets resulted in additional depreciat ion expense 
of $52 mil l ion for the year  ended December 31, 2008 
PEC reached rhe minimum amount of  $415 mill ion o f  
cost  recovery by December 31,2008, and no additional 
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depreciat ion expense f rom accelerated cost recovery PEF must have reflected on its referenced surveil lance 
w a s  subsequently recorded As a result of t he  report associated amortization expense reductions of a t  
SCPSC's approval of a 2008 PEC petit ion, PEC will n o t  least $150 mill ion The settlement agreement does no t  
be required to recognize the remaining $38 mil l ion preclude PEF from requesting the FPSC to approve the 
of accelerated depreciat ion required to reach the  recoveryof costs /a )  that are of a type  wh ich  traditionally 
min imum $115 mill ion of cost  recovery for the South and historically would be, l iave been or are presently 
Carolina jurisdiction, but w i l l  record depreciat ion recovered through cost-recovery clauses orsurcharges, 
over the usefu l  lives o f  the assets No  addit ional or (b)  that are incremental costs not currently recovered 
depreciat ion expense f rom accelerated cost  recovery in base rates, wh ich  the legislature or FPSC determines 
for  the South Carolina jurisdict ion was  recorded in  are clause recoverable, or ( c )  which are recoverable 
2008 or SUbSeqUent to the approval through base rates under the nuclear cost-recovery 

PEF also may, at its discretion, accelerate in whole or 
____ ~ - - . _ _ _ _ ~  ._ legislation the FPSC's nuclear -- cost-recovery rule. - ~ - - _ _ _ _ _ _ _ _  

6. PEF Retail Rate Maa"aers 
BASE RATES 

On June 1, 2010, the FPSC approved a settlement 
agreement between PEF and the interveners, w i th  
the exception of the Florida Association for Fairness 
m Ratemaking, to the 2009 rate case As part of the 
settlement, PEF withdrew its motion for reconsideration 
of  the rate case order Among other provisions, under 
the terms of the settlement agreement, PEF wil l  maintain 
base rates at  current levels through the last billing cyc le  
of 2012 The settlement agreement also provides that PEF 
wil l  have the discretion to reduce amortization expense 
(cos to f  removal component) by  up to$150mill ion in 2010, 
up to$250mill ionin201l,and up toany  remaining balance 
in the cost of removal reserve in  2012 unti l the earlier 
of (a)  PEF's applicable cost of removal reserve reaches 
zero, or [b) the expiration of the settlement agreement at  
the end of 2012 In  the event PEF reduces amortization 
expense by less than the annual amounts for 2010 or 
201 1, PEF may carry forward (I e ,  increase the annual 
cap by) any unused cost of removal reserve amounts in  
subsequent years during the term of the agreement The 
balance of the cost of removal reserve is impacted by 
accruals in accordance with PEF's latest depreciation 
study, removal costs expended and reductions in  
amortization expense as permitted by the settlement 
agreement For the year ended December 31, 2010, 
PEF recognized a $60 million reduction in  amortization 
expense pursuant to the settlement agreement PEF's 
applicable cost of removal reserve of $461 mill ion is 
recorded as a regulatoryl iabi l i tyoni ts December31,2010 
Balance Sheet The settlement agreement also provides 
PEF with the opportunity to earn a R O E  of up to 1 1  5 
percent and provides t h a t  if PEF's actual retail base rate 
earnings fall below a 9 5 percent R O E  on an adjusted or 
pro forma basis, as reported on a historical 12-month 
basis during the term of the agreement, PEF may seek 
general, limited or interim base rate relief, or any 
combination thereof Prior t o  requesting any such relief, 

in part the amortizahon of certain regulatory assets over 
the term o f  the settlement agreement Finally, PEF wil l  
be allowed to recover the costs of named storms on an 
expedited basis after depletion of the storm damage 
reserve Specifically, 60 days fol lowing the filing of a 
cost-recovery petit ion with the FPSC and based on a 
12-month recovery period, PEF can begin recovery, 
subject t o  refund, through a surcharge of up to $400 
per 1,000 kWh on monthly residential customer bills for 
storm costs In the event the storm costs exceed that 
level, any excess additional costs wil l  be deferred and 
recovered in a subsequent year or years as determined 
by the FPSC Additionally, the order approving the 
settlement agreement al lows PEF to use the surcharge 
to replenish the storm damage reserve to $136 million, 
the level as of June 1, 2010, after storm costs are fully 
recovered A t  December 31, 2010, PEF's storm damage 
reserve was $136 million, the amount permitted by the 
settlement agreement 

On September 14, 2010, the FPSC approved a reduction 
to PEF's AFUDC rate, from 8 848 percent t o  7 44 percent 
This n e w  rate is based on PEFS updated authorized ROE 
and all adjustments approved on January 11, 2010, in 
PEF's base rate case and wil l  be used for all purposes 
except for nuclear recoveries with original need petirions 
submitted on or before December 31,2010, as permitted 
by FPSC regulations 

RECOYER" 

On November 1, 2010, PEF filed a request with the FPSC 
to seek approval to decrease the total fuel-cost recovery 
by $205 million. reducing the residential rate by $6 64 per 
1,000 kWh, or 5 2 percent effective January 1, 201 1 This 
decrease is due to decreases of $5 14 per 1,5100 kWh 
for the projected recovery through the Capacity Cost- 
Recovery Clause ( C C R C I  and of $1 50 per  1,000 kWh for  
the projected recovery of fuel costs The decrease in  the 
CCRC is primarily due to the refi if ld of a prror period over- 

._ 
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recovery as a result of higher than expected sales in  
2010 and lower anticipated costs associated with PEF's 
proposed Levy Units No 1 and No 2 Nuclear Power Plants 
(Levy) in 2011 (See "Levy Nuclear") The decrease in  the 
projected recovery of fuel costs is due to an expectation 
of lower 2011 fuel costs and the continued recovery of 
incremental CR3 replacement power costs through 
insurance, partially offset by an under-recovery of 2010 
fuel costs O n  November 2.2010 and November 30,2010, 
the FPSC approved PEF's C C R C  residential rate and fuel 
rate, respectively Within the fuel clause, PEF received 
aooroval to collect, subiectto refund, realacement Dower 

that certain schedule-crit ical work that PEF had 
proposed to perform within the scope of its Limited Work 
Authorization reques: submitted w i th  the combined 
l icense (COL) application wi l l  no t  be authorized unti l 
the NRC issues the COL Consequently, excavation and 
foundation preparation work anticipated in the initial 
schedule cannot begin unti l the COL is issued, resulting 
in  a project shif t  of a t  least 20 months Since then, 
regulatory and economic conditions identif ied in the 
2010 nuclear cost-recovery fi l ing have changed such 
that  major construction activit ies on the Levy project 
are beinq postaoned unti l after the NRC issues the 

~ 

- .  . __- "_____.-.__~___ , I  

costs related to the CR> nuclear plant outage (See "CR3 COL, expected i n  2 0 1 3 I f t h e f i c e n s i n g  schedule 
Outage") At  December 31, 2010, PEF's under-recovered 
deferred fuel balance was $98 million 

On October 25,2010, the FPSC approved PEF's motion to 
establish a separate spin-off docket related to the outage 
and replacement fuel and power costs associated with 
the CR3 extended outage (See "CR3 Outage") This 
docket wi l l  al low the FPSC to evaluate PEF's actions 
concerning the concrete delamination and review PEF's 
resulting costs associated with the CR3 extended outage 
PEF intends to file a petition within 60 days following 
CR3's return to service, however, the FPSC has not  yet 
established a case schedule A hearing is expected later 
in 201 1 We cannot predict the outcome of this matter 

NUCLEAR COST RECO'rJERY 

Levy Nuclear 

In  2008, the FPSC granted PEF's petition for an affirmative 
Determination of Need and related orders requesting 
cost recovery under Florida's nuclear cost-recovery rule 
for Levy, together with the associated facilities, including 
transmission lines and substation facilities. Levy is 
needed to maintain electric system relia bility and integrity, 
provide fuel and generating diversity, and al low PEF to 
continue to provide adequate electricity t o  its customers 
a t  a reasonable cos t  The proposed Levy units will be 
advanced passive l ight water nuclear reactors, each with 
a generating capacity of approximately 1,100 MW The 
petition included projections that Levy Unit No 1 would 
be placed in service by June 2016 and Levy Unit No 2 by 
June 2017 The filed, nonbinding project cost estimate for 
Levy Units No 1 and No 2 was  approximately$l4 billion 
for generating facilities and approximately $3 billion for 
associated transmission facilities 

In PEF's 2010 nuclear cost-recovery fi l ing (See "Cost 
Recovery"). PEF identif ied a schedule shift in t he  Levy 
prolecr. that resulted from the NRC's 2009 determination 

remains on t rack Taking into account  cost, potential 
carbon regulation, fossil fuel price volati l i ty and the 
benefits of fuel diversification, we consider Levy to be 
PEF's preferred baseload generation option Along w i th  
the FPSC's annual prudence reviews, w e  wi l l  continue 
to evaluate the project on an  ongoing basis based on 
certain criteria, including, but no t  limited to, public, 
regulatory and political support, adequate financial 
cost-recovery mechanisms; appropriate levels of joint 
owner  participation; customer rate impacts; project 
feasibility, including comparison to  other generation 
options; DSM and EE programs, and availability and 
terms o f  capital f inancing 

Crystat River Unit No. 3 Nuclear Plant Uprate 

In  2007, the FPSC issued an order approving PEF's 
Determination of Need petition related to a multi-stage 
uprate of CR3 that wil l increase CR3's gross output by 
approximately 180 MW during its next refueling outage 
PEF implemented the first-stage design modifications in 
2008 PEF wil l  apply for the required license amendment 
for the third-stage design modification 

Cost REcovery 

In 2009, pursuant to the FPSC nuclear cost-recovery 
rule, PEF filed a petition to recover $446 million through 
the CCRC, wh ich  primarily consisted of preconstruction 
and carrying costs incurred or anticipated to be incurred 
during 2009 and the projected 2010 costs associated with 
the Levy and CR3 uprate projects In  an effort to help 
mitigate the initial price impact on its customers, as part 
of its filing, PEF proposed collecting certain costs over a 
five-year period, with associated carrying costs on the 
unrecovered balance The FPSC approved the alternate 
proposal allowing PEF to recover revenue requirements 
associated with the nuclear cost-recovery clause through 
the C C R C  beginning with the first billing cycle of January 
2010 The remainder, vvith minor adjustments, wdl also be 



recovered through the C C R C  In adopting PEF‘s proposed 
rate management plan for 2010, the FPSC permifled PEF to 
annually reconsider changes to the recovery of deferred 
amounts to  afford greater flexibility to manage future 
rate impacts The rate management plan included the 
2009 reclassification to the nuclear cost-recovery clause 
regulatoryassetof$l98 million of capacityrevenues and the 
accelerated amortization O f  $76 million of preconstruction 
costs The cumulative amount of $274 million was 
recorded as a nuclear cost-recovery regulatory asset a t  
December 31, 2009, and is projected to be recovered by 
2014 At  December 31, 2010, PEFS nuclear cost-recovery 
regulatory asset was $ I  million and $1 /B million, classitied 
as current and noncurrent, respectively 

On October 26, 2010, the FPSC approved PEF‘s annual 
nuclear cost-recovery filing to recover $164 million, 
vvhich includes recovery of preconstruction, carrying 
and CCRC-recoverable operations and maintenance 
(08tM) costs incurred or anticipated to be incurred 
during 201 1, recovery of $60 million of the 2009 deferral 
in 2011, as well  as the estimated true-up of 2010 costs 
associated wi th  the Levy and CR3 uprate projects. This 
resulted in a decrease in  the nuclear cost-recovery 
charge of $1.46 per 1,000 kWh for residential customers, 
beginning with the first January 201 1 billing cycle The 
FPSC determined the costs associated with Levy were 
prudent and deferred a determination concerning the 
prudence of the 2009 CR3 uprate costs until the 2011 
nuclear cost-recovery proceeding The final order was  
issued on February2,2011. 

cw3 OUTAGE 

In  September 2009, CR3 began an outage for normal 
refueling and maintenance as well as its uprate project 
to increase its generating capability and to replace t w o  
steam generators During preparations to  replace the 
steam generators, workers discovered a delamination 
within the concrete of the outer wall of the containment 
structure, which has resulted in  an extension o f  the 
outage After a comprehensive analysis. w e  have 
determined that the concrete delamination at  CR3 was 
caused by redistribution of stresses o n  the containment 
wall  that occurred when we created an opening to 
accommodate the replacement of the unit’s steam 
generators W e  expect to complete repairs in March, 
and return the unit to service following successful 
completion of post-repair testing and start-up activities 
in April 2011 A number of factors affect the return to 
service date, including regulatory reviews by the NRC 
and other agencies, emergent work, final engineering 
designs, testing, weather and other developments 

PEF maintains insurance coverage against incremental 
costs of replacement power resulting from prolonged 
accidental outages at  CR3 through NEIL as discussed in 
Note 4D PEF also maintains insurance coverage through 
an accidental property damage program, which provides 
insurance coverage with a $10 million deductible per 
claim PEF notified NEIL of the claim related to the 
CR3 delamination event on October 15, 2009 NEIL has 
confirmed that the CR3 delamination event is a covered 
accident PEF is continuing to  work with NElLfor recovery 
of applicable repair costs and associated replacement 
power costs 

The following table summarizes the CR3 replacement 
power and repair costs and recovery through 
December 31,2010. 

Replacement Repair 
/in millions/ Power Costs Costs 

Spent to  date 5288 S150 

NEIL proceeds received (117) (64) 

Insurance receivable at December 31,2010 (54) (47) 
Balance tor recoverv $117 3 9  

PEF considers replacement power and capital costs 
not  recoverable through insurance to be recoverable 
through its fuel cost-recovery clause or base rates 
PEF accrued $171 million of replacement power cost 
reimbursements after the deductible period, wh ich  
reduced the portion of the deferred fuel regulatory asset 
related to the extended CR3 outage to $117 million at  
December 31,2010 Additional replacement power costs 
and repair and maintenance costs incurred until CR3 is 
returned to service could be material PEF requested, 
and the FPSC approved, the creation of a separate spin- 
off docket t o  review the prudence and costs related to 
the CR3 outage (See “Fuel Cost Recovery”) 

W e  cannot predict the outcome of this matter 

0 -s ! c E ii4P X & G  EM EPJT G9 s i  9 E i: 0x4 E Ply 

O n  December 30, 2009, the FPSC ordered PEF and other 
Florida utilities to adopt DSM goals based on enhanced 
measures, which will result in significantly higher 
conservation goals As subsequently revised by the 
FPSC, PEF‘s aggregate conservation goals over the next 
10 years were 1,134 Summer MW, 1,058Winter MW,and 
3,205 gigawatt-hours iGWh) O n  March  30,2010, PEFfiled 
a petition for approval of its proposed DSM plan and to  
authorize cost  recovery through the Energy Conservation 
Cost Recovery Clause I E C C R I  O n  September 14, 2010, 
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the FPSC held an agenda conference to  approve PEF's 
petition for the DSM plan The FPSC ruled that while 
PEF's proposed DSM plan met the cumulative, 10-year 
DSM goals set by the FPSC, the plan did not meet the 
annual DSM goals On October 4,2010, the FPSC denied 
PEF's petition for d ie  DSM plan, approved PEF's solar pilot 
programs, and required PEF to file a revised proposed 
DSM plan that meets the annual goals set by the FPSC 
PEF filed a revised proposed DSM plan on November 29, 
2010 Ai: agenda conference has been scheduled by the 
FPSC for April 5, 201 1 We cannot predict the outcome of 

recovery of the remaining unamortized amount in  a base 
rate proceeding no earlier than 2015 As of December 31, 
2010, PEF has not  recorded any amortization related to 
the deferred pension regulatory asset 

PEC's nuclear units are currently operating under licenses 
that expire between 2030 and 2046 The NRC operating 
license held by PEFfor CR3 currently expires in December 
2016 On December 18,2008, PEF filed an application for 
a 20-year renewal from the NRC on the operating l icense 

On November 1,2010, the FPSC approved PEF's request 
to increase the ECCR residential rate by $0 29 per 1,000 
IklSlh, or 0 2 percent of the total residential rate, effective 
January 1,201 1 The increase in the ECCR is primarily due 
to an increase in conservation program costs, including 
the costs associated with PEF's solar pilot, partially offset 
by a refund of a prior period over-recovery as a result of 
higher than expected sales in  2010 

3 7 H E R  M&-n%RS 

On November 1, 2010, the FPSC approved PEF's request 
to decrease the Environmental Cost Recovery Clause 
(ECHC) by$37 million, reducing the residential rate b y $ l  02 
per 1,000 kWh, or 0 8 percent, effective January 1, 201 1 
The decrease in the E C R C  is primarily due to the 2010 
base rate decision, which reduced the clean air project 
depreciation and return rates, and the refund of a prior 
period over-recovery as a result of higher than expected 
sales in 2010 A t  December31,2010, PEF's over-recovered 
deferred E C R C  was  $45 million 

On March  20, 2009, PEF filed a petition with the FPSC 
for expedited approval of the deferral of $53 million in 
2009 pension expense PEF requested that the deferral 
of pension expense continue unti l the recovery of these 
costs is provideo for in FPSC-approved base rates On 
June 16, 2009, the FPSC approved the deferral of the 
retail portion of  actual 2009 pension expense As a result 
of the order, PEF deferred pension expense of $34 million 
for theyear  ended December 31,2009 PEF will not earn a 
carrying charge onthe deferred pension regulatoryasset 
The deferral of pension expense did not  result in a change 
in PEF's 2009retail rates or prices In accordance with the 
order, subseouent t o  2009 PEF wil l  amortize the deferred 
pension regulatory asset io the extent that annual pension 
expense s less than the S?7 million allowance provided 
for in the base rates established in  the 2010 base rate 
proceeding In  the event such amortization is insufficient 
to fully amortize the regii latorv asset, PEF can seek 

through 2036, if approved PEF anticipates a decision 
from the NRC in  201 1 

Goodwill is required to be tested for impairment a t  
least annually and more frequently when  indicators 
of impairment exist. All of our goodwill is allocated to  
our utility reporting units and o u r  goodwill impairment 
tests are performed at the utility reporting unit level. At  
December 31, 2010 and 2009, our carrying amount of 
goodwill was $3 655 billion, with $1.922 billion assigned 
to PEC and $1.733 billion assigned to PEF The amounts 
assigned to PEC and PEF are recorded in our Corporate 
and Other business segment. As discussed in Note lD, 
during 2010 w e  changed the annual testing date for 
our annual goodwill impairment tests from April 1 to 
October31 of eachyear. As a result,we performed goodwill 
impairment tests as of April 1,2010 and October 31,2010, 
and concluded there was no impairment of the carrying 
value of the goodwill. 

A. ~~~~~~~~~ S"i0cic 
A t  December31,2010 and 2009,we had 500 million shares 
of common stock authorized under our charter, of which 
293 million and 281 million shares were outstanding, 
respectively W e  periodically issue shares of common 
stock through the Progress Energy 401(k) Savings 8 
Stock Ownership Plan (401(k)), the Progress Energy 
Investor Plus Plan (IPP) and other benefit plans 

There are various provisions limiting the use of retained 
earnings for the payment of dividends under certain 
circumstances At December 31. 2010, there were no 
significant restrictions on the USE of retained earnings 
(See Note 11E and Note 251 
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The following table presents information for our commoii 
stock issuances for the years ended December 31 

201c 2009 2008 

Shares Met Proceeds Shares FQet Proceeds Shares Net Proceeds 

To ta I issii a nc es 12 2 s434 17 5 Sfi23 3 7  S132 

Issuances under an underwritten public offering’,’ - - 14 4 523 - - 

Issuances through 4 0 1 ( k j  and/or IPP 11.2 431 2.5 100 3.1 131 - 
‘;‘!The shares issued under an underwritten public offering were issued on January i 2 ,  2009, at  a public offering price ofS37 50 

We sponsor the 40l (k)  for which substantially all full- 
time nonbargaining unit employees and certain part- 
time nonbargaining unit employees within participating 
subsidiariesareeligible The401(k),which has a matching 
feature, encourages systema ti c savings by employees 
and provides a method of acquiring Progress Energy 
common stock and other diverse investments. The 401(k), 
as amended in 1989, is an Employee Stock Ownership Plan 
(ESOP) that can enter into acquisition loans to acquire 
Progress Energy common stock to satisfy 401 (k) common 
share needs Qualification as an ESOP did not  change the 
level of benefits received by employees under the 401(k) 
Common stock acquired wi th  the proceeds of an ESOP 
loanwas held bythe401(k)Trusteein asuspense account 
The common stock was released from the suspense 
account and made available for allocation to participants 
as t,he ESOP loan was  repaid Such allocations are used 
to partially meet common stock needs related to matching 
and incentive contributions and/or reinvested dividends 
All or a portion of the dividends paid on ESOP suspense 
shares and on ESOP shares allocated to participants may 
be used t.o repay ESOP acquisition loans Dividends that 
are used to repay such loans, paid directly to participants 
or reinvested by participants, are deductible for income 
tax purposes A t  December 31,2010, no ESOP suspense 
shares were outstanding and the ESOP acquisition loan 
was repaid 

There were 0 5  million ESOP suspense shares a t  
December 31, 2005 with a fair value of $22 million ESOP 
shares allocated to plan participants totaled 13 4 million 
and 130 million a t  December 31, 2010 and 2009, 
respectively Our matching Compensation cost under 
the 4011k) is determined based on matching percentages 
as defined in  the plan Through December 31, 2010, 
such compensation cost was allocated to participants’ 
accounts in the form of Progress Fnergy common 

at  the time of allocation In  2010, w e  met common stock 
share needs w i th  open market purchases and with shares 
released from the ESOP suspense account Matching 
costs met  with shares released from the suspense 
accounttotaled approximately$l2 million, $12 million and 
$8 million for the years ended December 31, 2010, 2009 
and 2008, respectively A t  December 31, 2009, w e  had a 
long-term note receivable f rom the 401(k) Trustee related 
to the purchase of common stock from us in 1989 The 
balance of the note receivable from the 401(k) Trustee 
was  included in the determination of unearned ESOP 
common stock, which reduces common stock equity 

W e  also sponsor the Savings Plan for Employees of  
Florida Progress Corporation, which is an ESOP plan that 
covers bargaining unit employees of PEF 

Total matching cost for both plans was approximately 
$43 million, $41 million and $38 million for the years ended 
December 31,2010,2009 and 2008, respectively. 

OT E E R STO CK - B A s E 13 c 0 M 6: E N  s AT! 0 N P LA M s 
W e  have additional compensation plans for our 
officers and key employees that are stock-based in 
whole or in part Our long-term compensation program 
currently includes t w o  types of equity-based incentives 
performance shares under the Performance Share 
Sub-plan (PSSP) and restricted stock programs The 
compensation program was  established pursuant to our 
1997 Equity Incentive Plan (EIP) and w a s  continued under 
our 2002 and 2007 EIPs, as amended and restated f i om 
time to time As authorized by the EIPs, w e  may grant up 
to 20 million shares of Progress Energy common stock 
through our long-term compensation program 

In 2003, shares issued tinder the PSSP used only one 
performance measure In2005,the PSSP was  redesigned 
For 2009 and 2010, shares issued under the revised plan 



use total shareholder return and earnings growth as t w o  
equally weighted performance measures The outcome 
of the performance measures can result i n  an increase 
or decrease from the target number o f  performance 
shares granted We distribute common stock shares to 
participants equivalent to the number of performance 
shares that ult imately vest Through December 31,2010, 
w e  issued n e w  shares of common stock to satisfy the 
requirements of the PSSP program Also, the fair value 
of the stock-settled award is generally established at  the 
grant date based on the fair value of common stock on 
that date, with subsequent adjustments made to ref lect 
the status of the performance measure Compensation 
expense for all awards is reduced by estimated 
forfeitures A t  December 31, 2010, there were an 
immaterial number of stock-settled performance target 
shares outstanding The final number of shares issued 
wil l  l ie dependent upon the outcome of the performance 
measures discussed above 

Beginning in 2007, w e  began issuing restricted stock 
units (RSUs) rather than the previously issued restricted 
stock awards for our officers, vice presidents, managers 
and key employees. RSUs awarded to eligible employees 
are generally subject to either three- or five-year cliff 
vesting or three- or five-year graded vesting Through 
flecember 31, 2010, we issued n e w  shares of common 
stock to sat.isfy the requirements of the RSU program. 
Compensation expense, based on the fair value of 
cornmori stock a t  the grant date, is recognized over 
the applicable vesting period, with corresponding 
increases in  common stock equity RSUs are included 
as shares outstanding in the basic earnings per share 
calculation and are converted to shares upon vesting At  
December 31, 2010, there were an immaterial number of 
RSUs outstanding. 

The total fair value of RSUs vested during the years 
ended December 31, 2010, 2009 and 2008, was 
$24 million, $16 mill ion and $9 million, respectively No 
cash was expended to purchase stock to satisfy RSU 
plan obligations in 2010,2009 and 2008 The RSUs vested 
during 2010 had a weighted-average grant date fair value 
of $43 58 

Our Consolidated Statements of Income included total 
recognized expense for other stock-based compensation 
plans o f 8 7  mill ion for theyear  ended December31,2010, 
with a recognized tax benefit of $11 million The total 
expense recognized on our Consoiiciated Statements of 
income for other stock-based compensation plans was 
8 7  million, wi th  a recognized tax benefit of $14 million, 

and $34 million, with a recognized tax benefit of 
$13 million, for the years ended December 31. 2009 and 
2008, respectively No compensation cost related to other 
stock-based compensation plans was capitalized 

A t  December 31,2010, unrecognized compensation cost 
related to nonvested other stock-based compensation 
plan awards totaled $25 million, which is expected to  b e  
recognized over a weighted-average period of 1 6 years 

- .  c .  taT:asllgS Psr CCrnf-f$G?i Share 

--------------- 
the weighted-average number of common shares 
outstanding, which includes the effects of unvested 
share-based payment awards tha t  contain nonforfeitable 
rights to dividends or dividend equivalents Diluted 
earnings per share include the effects of the nonvested 
portion of performance share awards and the effect of 
stock options outstanding 

A reconcil iation of the weighted-average number 
of common shares outstanding for the years ended 
December 31 for basic and dilutive purposes follows 

[in millions/ 2010 2009 2008 

Weighted-average common 4iares - basic 290 7 275 4 261 6 

Net effect of diiubve stock-based 
coinpensation plans 0 1  0 1  0 1  

Weighted average shares - fully diluted 290 8 279 5 261 7 

There were  no adjustments to net  income or to income 
f rom continuing operations attributable to controlling 
interests between the calculations of basic and fully 
d i I ut e d e a r n i n g s per c am m o n sh a re There were 0 8 mi I I I an, 
1 5  mill ion and 1 6  million stock options outstanding a t  
December 31, 2010, 2009 and 2008, respectively, wh ich  
were  no t  included in the weighted-average number of 
shares for computing the fully diluted earnings per share 
because they were antidilutive 

8, Ac:c;-t;mc]ared gttjer C$aj!py&eflsi.eiE Loss 

Components of accumulated other comprehensive loss, 
ne t  of tax, a t  December 31 were as follows 

Cash flGVd IledgES S(63) 335) 

Pension ano other postretminent benefits (62) is21 
Total accumulated other comprehensive loss S(125) S(S7) 
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- ”  1:; any preemptive rights All classes of preferred stock have 

All of our preferred stock was issued by the Utilities 
The preferred stock is  considered temporary equity due 
to certain provisions that could rpquire us to redeem 
the preferred stock for cash In the event dividends 
payable on PEC or PEF preferred stock are in default 
for an amount equivalent to or exceeding four quarterly 
dividend payments, the holders of the preferred stock 
are entitled to elect a majority of PEC or PEF’s respective 
board of directors until all accrued and unpaid dividends 

a liquidation preference equal to $100 per share plus any 
accumulated unpaid dividends except for PEF’s 4 75%, 
$100 par value class, which does not have a liquidation 
preference Each holder of PEC’s preferred stock is 
entitled to one vote The holders of PEF’s preferred stock 
have n o  right to vote except for certain circumstances 
involving dividends payable on preferred stock that are 
in default or  certain matters affecting the rights and 
preferences of the preferred stock 

?1  711111 and 2009, Dreferred stock 
l e  following: 

respective board of directors a t  any time, and do no t  have 

/dollars in rndhons. except share andper rhare datal 

Shares 

Authorized Outstanding Redemption Price Total 

PEC 

Cumulative, no par value $5 Preferred Stock 

Cumulative, no par value Serial Preferred Stock 

S4 20 Serial Preferred 

S5 44 Serial Preferred 

Cumulative, no par value Preferred Stock A 

No Dar value Preference Stock 

3 0 0,O 0 0 236,957 s110 00 $24 

20,000,000 

100,000 102 00 10 

249,850 101 00 25 

5,000,000 - - - 

10,000,000 - - - 

Total PEC 59 

PEF 
Cumulabve, Sf00 par value Preferred Stock 

400% St00 par value Preferred 

4 40% SlDo par value Preferred 

4 58% SI00 par value Preferred 

4 60% SI00 par value Preferred 

4,000,000 

39,980 

75,000 

55,950 

35,997 

104 25 4 

102 00 8 

101 w 10 

103 25 4 

4 7516 SI00 par value Preferred 80,000 102 00 a 

St00 par value Preference Stock 1,000,0w - - - 

Total PEF 34 

Total Dreferred stock of subsidiaries s93 

Cumulative, no par value Preferred Stock 5,000,OCN - - - 
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At December 31 our long-term debt consisted of the 
fol lowing (maturities and weighted-average interest 
rates at  December 31,2010) 

P. 

/,n /77i//;Ons/ 2010 2009 

Parent 

Senior unsecured notes, inaturing 201 1-2039 6 64% %,ZOO s 4,300 

(6) (7 i  Unamorbzed premium and discount, net 

Current portion of long-term debt (205) (100) 
~- ~-~ __ 

Long-term debt net 3,989 4,193 

QEC 

f irst mortgage bonds, maturing 2011-2038 

Pollution control obliganons, inaturing 2017-2024 

Senior unsecured notes, inaturing 2012 

Miscellaneous notes 

Unamorbzed premium and discount net 

Current nornon of lonu-term debt 

5 60% 

0 89% 

6 50% 

6 00% 

2,525 

669 

500 

21 

(6) 

(6) 

Lono-term debt. net 3,693 3,703 

PEF 

First mortgage bonds, maturing 201 1-2040 5 82% 4,100 3,800 

Pollution control obligations, maturing 2018-2027 0 52% 241 241 

Medium-term notes, inaturing 2028 6 75% 150 150 

Unamortized premium and discount net (9) (8) 

Current portion of long-term debt (300) (300) 

Long-term debt net 4,182 3,883 

Proqress Energy consolidated long-term debt net S11,864 S11,779 

Florida Progress Funding Corporation (See Note 23) 
Debt to affiliated trust maturing 2039 7 10% s3w s 309 

Unamortized preinium and discount, net (36) (37) 

Long-term debt, affiliate S273 S 272 

On January 21, 2011, the Parent issued $500 mill ion 
of 440% Senior Notes due 2021 We expect to use ne t  
proceeds of $495 million, along with available cash on 
hand, to retire at  maturity the $700 million outstanding 
aggregate principal balance of our 7 10% Senior Notes 
due March  1,201 1 Accordingly,we classified $495 mill ion 
of the Parent's $700 million 7 10% Senior Notes due 
M a r c h  1,201 1 as long-term debt at December 31,2010 

On January 15, 2010, the Parent paid at maturity 
$100 million of its Series A Floating Rate Notes wi th  a 
portion of the proceeds f rom the $950 million of Senior 
Notes issued in November 2009 

On March  25,2010, PEF issued $250 million of 4 55% First 
Mortgage Bonds due 2020 and $350 million of 565% 
First Mortgage Bonds due 2040 Proceeds were used to 
repay the outstanding balance of PEF's notes payable 
to affiliated companies, to repay the maturity of PEF's 
$300 million 4 50% First Mortgage Bonds due June 1, 
2010, and for general corparate purposes 

A t  December 31,20i0 and 2009, we had committed lines 
of credit used to support our commercial paper and 
other short-term borrowings At  December 31,2010 and 
December 31, 2009, we had no outStanding borrowings 
under our revolving credit agreements (RCAsI W e  are 
required to pay fees TO maintain our credit facil i t ies 
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The following tables summarize our RCAs and available 
capscity a t  December 31 

Available Total Outstanding Reserveda l in millions/ 

2010 

Parent Five-year (expiring 5/3/1Vb' s500 $- 531 S469 

PEG Three-year (expiring 10/15/13) 750 - - 750 

PEF Three-year (expiring 10/15/13) 750 - - 750 

Total credit facilities s2.000 s- 531 s 1,969 

2009 

r d i w i i  
n .  r "?,E" C $117 . -  " " ~, , -.-~-.--.ggs c n  

PEC Five-year (expiring 6/28/11) 450 - - 450 

PEF Five-year (expiring 3/28/11) 450 - - 450 

Total credit facilities S2,030 s- SI77 51,853 

' '  lo  the extent amounts are reserved for commercial paper or letters of credit outstanding, they are not available for additional borrowings 
At  December 31,2010 and 2009, the ParentliadS31 million and S37 million, respectively, of letters o f  credit issued, which were supported by 
tlic R C A  Atlditionally, an December 31, 2009, the Parent liad S140 million of outstanding commercial paper supported by the RCA 

-- 

'"Approximately S22 million of the S500 million will expire May 3, 2011 

On October 15, 2010, PEC and PEF each entered into 
n e w  $750 million, three-year RCAs with a syndication of 
22 financial institutions The RCAs are used to provide 
liquidity support for PEC's and PEF's issuances of 
commercial paper and other short-term obligations, and 
for general corporate purposes The RCAs will expire on 
October 15, 2013 The n e w  $750 million RCAs replaced 
PEC'sandPEF's$450million RCAs,whichweresettoexpire 
on June 28, 201 1 and March  28, 201 1, respectively Both 
$450 million RCAs were terminated effective October 15, 
2010 Fees and interest rates under the new RCAs are to 
be determined based upon the respective credit ratings 
of PEC's and PEF's long-term unsecured senior noncredit- 
enhanced debt, as rated by Moody's Investor Services, 
Inc (Moody's) and Standard and Poor's Rating Services 
(S&P) The RCAs do not include material adverse change 
representations for borrowings or financial covenants 
for interest coverage See "Covenants and Default 
Provisions" for additional provisions related to  the RCAs 

Also on October 15,2010, the Parent ratably reduced the 
size of its $ 1  130 billion credit facility to $500 million with 
the existing group of 15 financial institutions As a result 
of the changes made on October 15,2010, our combined 
credit commitments total $2 000 billion, supported by 
24 financial institiitions 

The following table summarizes short-term debt 
comprised of  outstanding commercial paper, and related 
weighted-average interest rates at December 31 

(in millions/ 2010 2009 

Parent 

PEC 

PEF 

Total -% S- 0.49 % S140 

Long-term debt maturities during the next five years are 
as follows: 

lin millions/ 

2011 s1,ooo 

2012 950 

2013 830 

2014 300 

201 5 1,000 
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Netther the Parent's Articles of Incorporation nor any of its 

The Parem's, PEC's and PEF's credit lines c o n t a n  various 
terms and conditions that could affecr t ! x  ability to 
borrow under these facilities All o f  the credit facilities 
include a defined maximum total debt to toial capital 
ratio (leverage) A t  December 31, 2010, the maximum 
and calculated ratios, pursuant to the terms o f  the 
agreements, were  as follows 

debt ijbligations contain a n y  restrictions on the payment 
of dividends, so long as no shares of  preferred stock are 
outstanding At December 31, 2010, the Parent had n o  
shares of preferred stock outstanding See Note 25 for 
in forvat ion regarding restrictions o n  dividends relative 
to the Progress Energy and Duke Energy Agreement and 
Plan of Merger 

Certain documents restrict the payment of dividends by 
& h i d  Patio'3" ~- 

Parent 

PEC 

68% 

65% 

56% 

42% 

PEF 65% 49% 

','I Indebtedness as defined by the credit agreement includes certain 
letters of credit and guarantees not recorded on the Consolidated 
Balance Sheets 

____ 

i: R 0 ss - D E FA 14 LT P R ov I s B a !I s 
Each of  these credit agreements contains cross-default 
provisions for defaults of indebtedness in excess of 
the following thresholds $50 million for the Parent and 
$35 million each for PEC and PEF Under these provisions, 
if the applicable borrower or certain subsidiaries of the 
borrower fail to pay various debt obligations in excess 
of their respective cross-default threshold, the lenders 
of that credit facil i ty could accelerate payment of any 
outstanding borrowing and terminate their commitments 
to the credit facil i ty The Parent's cross-default provision 
can be triggered by the Parent and its significant 
subsidiaries, as defined in the credit agreement PEC's 
and PEF's cross-default provisions can  be triggered only 
by defaults of indebtedness by PEC and its subsidiaries 
and PEF, respectively, not by each other or by other 
affiliates of PEC and PEF 

Additionally, certain of the Parent's long-term debt 
indentures contain cross-default provisions foi defaults 
o f  indebtedness in excess of amounts ranging from 
$25 million to $50 million, these provisions apply only to  
other obligations of the Parent, primarily commercial 
paper issued by the Parent, not its subsidiaries In the 
event that these indenture cross-default provisions are 
triggered, the debt holders could accelerate payment 
of long-term debt Following payment of the  Parent's 
$700 rnillron M a r c h  1 .  201 1 maturirl, S4 000 billion in long- 
term debt could be subject to acceleration provisions 
Certain agreements underlying o u r  indebtedness also 
limit our ability t o  incur additional liens or engage in  
certain types of sale and leaseback transactions 

PEG'S mortgage indenture provides that as long as any 
f irst mortgage bonds are outstanding, cash dividends 
and distributions on its common stock and purchases 
of its common stock are restricted to aggregate net  
income available for PEC since December 31, 1948, plus 
$3 million, less the amount of all preferred stock dividends 
and distributions, and all common stock purchases, 
since December 31, 1948 A t  December 31,2010, none of 
PEC's cash dividends or distributions on common stock 
w a s  restricted 

In addition, PEC's Articles of Incorporation provide that 
so long as any shares of preferred stock are outstanding, 
the aggregate amount of cash dividends or distributions 
on common stock since December31, 1945, including the 
amount then proposed to be expended, shall be limited 
to  75 percent of the aggregate net  income available for 
common stock if common stock equity falls below 25 
percent of total capitalization, and t o  50 percent if common 
stock equity falls below 20 percent PEC's Articles of 
Incarporation also provide that cash dividends on 
common stock shall be limited to 75 percent of the current 
year's net  income available for dividends if common stock 
equity falls below 25 percent of total capitalization, and to 
50 percent if common stock equity falls below 20 percent 
A t  December 31, 2010, PEG3 common stock equity was 
approximately 58 0 percent of total capitalization At  
December 31, 2010, none of PEC's cash dividends or 
distributions on common stock was  restricted 

PEF's mortgage indenture provides that as long as any 
first mortgage bonds are outstanding, it will not pay any 
cash dividends upon its common stock, or make any 
other distribution to the stockholders, except a payment 
or distribution out of net income of PEF subsequent to 
December31,1903 AtDecember31,2010,noneofPEF'scash 
dividends or distributions on common stock was restricted 



In addition, PEF's Articles of Incorporation provide that so  
long as any shares of preferred stock are outstanding, no 
cash dividends or distributions on common stock shall be 
Paid, if the aggregate amount thereof since APrll30, 1944, At Gecember 31, 2010 and 2009, we had investments In 
lncltJding the then proposed be  varioiis debt and equity securities, cost Investments, 
plus all other charges to retained earnings Since April company-owned life insurance and investments held in 
30, 1944, exceeds all credits t o  retained earnings since trustfunds as  fol lows 
April 30, 1944, plus all amounts credited to capital surplus 
after April 30, 1944, arising from the donation to PEF of 
cash or securities or transfers of amounts from retained 
earnings to capital surplus PEF's Articles of Incorporation 

' 1 

2GG5 /,I: mr!!,ansl 2010 

Nuclear decominisslonrng trust(See Notes 

tquity method investments'" 

$1.571 S1,367 4C and 13) 

-f6----ril---- __- also provide that cash dividends on common stock __ 

Cost investments"" 5 5 

Company-owned life insurance'" 46 45 

Eenefit investment trustsid' 175 191 

shall be limited to 75 percent uf the current year's ne t  
income available for dividends if common stock equity 
falls below 25 percent of total capitalization, and to 50 
percent if common stock equity falls below 20 percent 
On December 31, 2010, PEFS common stock equity 
w a s  approximately 53 7 percent of total capitalization 
At December 31, 2010, none of PEF's cash dividends or 
distributions on common stock was restricted 

e. ~ ~ ~ ~ a ~ ~ ~ ~ ~ ~ ~ e ~  ~~~i~~~~~~~ 
PEGS and PEF's first mortgage bonds are collateralized 
by their respective mortgage indentures Each mortgage 
constitutes a first lien on substantially all of the fixed 
properties of the respective company, subject t o  certain 
permitted encumbrances and exceptions Each mortgage 
also constitutes a l ien on subsequently acquired 
property At  December 31,2010, PEC and PEF had a total 
of $3 194 billion and $4341 billion, respectively, of f irst 
mortgage bonds outstanding, including those related 
to pollution control obligations Each mortgage allows 
the issuance of additional mortgage bonds upon the 
satisfaction of certain conditions 

D. Guarantees of ~~~~~~~~~~~ Debt 
See Note 18 on related party transactionsfor a discussion 
of obligations guaranteed or secured by affiliates 

e d g i la g Act i si' I ti es 
We use interest rate derivatives to adjust the fixed and 
variable rate components of our debt portfolio and to 
hedge cash f low risk related to commercial paper and 
fixed-rate debt to be issued in the future See Note 17 
for a discussion of risk management activities 2nd 
derivative transactions 

Total S1,813 51,626 

lib' Investments in unconsolidated companies are accounted for using 
the equity method of accounting (See Note I )  and are included in 
miscellaneous other property and investments in the Consolidated 
Balance Sheets These investments are primarily in limited liability 
corporations and limited partnerships, and the earnings from these 
investments are recorded on a pre-tax basis 

It') Investments stated principally at cost are included in 
miscellaneous other property and investments in the 
Con solid ate (I B a I an ce She e ts 

I C !  Investments in company-owned life insurance approximate fair 
value due to the nature of the investments and are included in 
miscellaneous other property and investments in the Consolidated 
Balance Sheets 

I d '  Benefit investinent trusts are included in miscellaneous other 
property and investments in the Consolidated Balance Sheets 
A t  December 31, 2010 and 2009, S166 million and SI52 inillion, 
respectively, of investments in company-owned life insurance 
were held in Progress Energy's trusts 

We evaluate declines in value of investments under the 
criteria of GAAP Declines in fair value to below the cost 
basis judged to be other than temporary on available- 
for-sale securities are included in long-term regulatory 
assets or liabilities on the Consolidated Balance Sheets 
for securities held in  our nuclear decommissioning trust 
funds and in operation and maintenance expense and 
other, net on the Consolidated Statements of Income 
for securities in our benefit investment trusts, other 
available-for-sale securities and equity and cost method 
investments See Note 13for additional information There 
were no material other-than-temporary impairments in 
2010,2009 or 2008 
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The carrying amount of our long-term debt, including 
current maturities, was $12 642 billion and $12 457 billion 
a t  December 31, 2010 and 2009, respectively The 
estimated fair value of this debt, as obtained from 
quoted market prices for the same or similar issues, was  
$14 0 billion and $13 4 billion at  December 31, 2010 and 
2009, respectively 

for as available-for-sale securities at  fair value Our 
ava iI a bl e- fo r-s a I e se c u riti es i nc I u d e i nves tme n ts in 
stocks, bonds and cash equivalents held in  trust funds, 
pursuant to NRC requirements, to fund certain costs of 
decommissioningtheUtilities’nuclearplants(See Note4C) 
NDT funds are presented on the Consolidated Balance 
Sheets at  fair value In  addition to the NOT funds, w e  hold 
other debt investments classified as available-for-sale, 
which are included in miscellaneous other property 
and investments on the Consolidated Balance Sheets at  
fair value 

____ -__- 
The following table summarizes our available-for-sale 

~ ~ ~ ~ ~ T ~ ~ € ~ ~ S  securities at  December 31 
Certain investments in debt and equity securities that 
have readily determinable market values are accounted 

(in millions) Fair Value Unrealized losses Unrealized Gains 
- -~ 

2010 

Common stock equity s1.021 S13 S408 

Preferred stock and other equity 28 - 11 

Corporate debt 90 - 6 

U.S. state and municipal debt 132 4 3 

U.S. and foreign government debt 264 2 10 

1 
Total S1.587 s19 S439 

- Money market funds and other 52 

2009 
Common stock equity $839 s22 S301 

Preferred stock and other equity 16 - 5 

Corporate debt 71 1 5 

U S state and municipal debt 118 2 3 

U S and foreign government debt 197 1 8 

Money market funds and other 161 - - 
Total s1,402 S26 5322 

The NDT funds and other available-for-sale debt 
investments held in certain benefit trusts are managed 
by third-party investment managers who have a right to 
sell securities without our authorization Net unrealized 
gains and losses of the NDT funds that would be 
recorded in earnings or other comprehensive income by a 
nonregulated entity are recorded as regulatory assets and 
liabilities pursuantto ratemaking treatment Therefore, the 
preceding tables include the unrealized gains and losses 
for the NDT funds based on the original cost of the trust 
investments All of the unrealized losses and unrealized 
gains for 2010 and 2009 relate to the NDT funds There 
were no material unrealized losses and !JnreaIiEd gains 
for the other available for-sale debt securities held in 
benefit trusts a t  December31,2010 and 2009 

The aggregate fair value of investments that related to 
the December 31, 2010 and 2009 unrealized losses was  
$195 million and $209 million, respectively 

At  December31,2010, the fair value of our available-for-sale 
debt securities by contractual maturity was  

Due in one year or less 

Due after one through five years 

Due after five through 10 years 

Due after loyears 

s27 

223 

126 

117 

Total s493 
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The following table presents selected information about 
our sales of available-for-sale securities for the years 
ended December 31 gains and losses were 
determined o n  a specific identification basis 

consists of financial instruments such as exchange- 
traded derivatives and listed equities 
I eve1 2-Tlie pricing inputs are inputs other than quoted 
prices included within Level 1 that are observable 
for the asset or liability, either directly or indirectly - 

- /!ii in//;/c;ns/ 2010 2009 2008 Level 2 includes financial instruments that are valued 
Proceeds S6,747 52,207 S1,3lG using models or other valuation methodologies These 
RPal tzed gains 21 26 25 models are primarily industry-standard models that 

a6 consider various assumptions, including quoted Rral ized losses 27 a7 
forward prices for commodities, time value, volatility 
factors, and current market and contractual prices 

Proceeds were primarib related to NDT funds Losses for the underlvlna I n s t r U m e n L  as well  as other ___ 
tor invesments in the benetit investment trusts were not 
material Other securities are evaluated on an individual 
basis to determine if a decline in fair value below the 
carrying value is other-than-temporary A t  December 31, 
2010 and 2009, our other securities had no investments in  
a continuous loss position for greater than 12 months 

8. Fair Value ~~~~~~~~~~~~~S 

GAAP defines fair value as the price that would be 
received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants 
at  the measurement date (Le., an exit price) Fair 
value measurements require the use of market data 
or assumptions that market participants would use in  
pricing the asset or liability, including assumptions about 
risk and the risks inherent in the inputs to the valuation 
technique. These inputs can be readily observable, 
corroborated by market data, or generally unobservable 
Valuation techniques are required to maximize the use of 
observable inputs and minimize the use of unobservable 
inputs A midmarket pricing convention (the midpoint 
price between bid and ask prices) is permitted for use as 
a practical expedient 

GAAP also establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value, and 
requires fair value measurements to be categorized basea 
on the observability of those inputs The hierarchy gives 
the highest priority to unadjusted quoted prices in active 
markets for identical assets or liabilities (Level 1 inputs) 
and the lowest priority to unobservable inputs (Level 3 
inputs) The three levels of the fair value hierarchy are 
as follows 

Level 1 - The pricing inputs are unadjusted quoted 
prices in active marketsfor identical assets or liabilities 
8s of the reporting date Active markets are those in  
which transactions for the asset or liability occur in 
sufficient frequency and volume to provide pricing 
information on an ongoing basis Level 1 primarily 

relevant economic measures Substantially all of 
these assumptions are observable in the marketplace 
throughout the full term of the instrument, can be 
derived from observable data or are supported by 
observable levels at wh ich  transactions are executed 
in  the marketplace Instruments in  this category 
include non-exchange-traded derivatives, such as 
over-the-counter forwards, swaps and options, certain 
marketable debt securities, and financial instruments 
traded in less than active markets 
Level 3 - The pricing inputs include significant inputs 
generally less observable from objective sources 
These inputs may be used w i th  internally developed 
methodologies that result in management's best 
estlmate of fair value Level 3 instruments may include 
longer-term Instruments that extend into periods in 
wh ich  quoted prices or other observable inputs are 
no t  available 

Certain assets and liabilities, including long-lived assets, 
were  measured at fair value on  a nonrecurring basis 
There were no significant fair value measurement losses 
recognized for such assets and liabilities in the periods 
reported These fair value measurements fall within 
Level 3 of the hierarchy discussed above 

The following tables setforth, by level within the fair value 
hierarchy, our financial assets and liabilities accounted 
for a t  fair value on a recurring basis as of December 31, 
2010 and 2009 Financial assets and liabilities are 
classified in their entirety based on the lowest level of 
input significant to the fair value measurement Our 
assessment of the significance of a particular input to 
the fair value measurement requires judgment and may 
affect the valuation of fair value assets and liabilities and 
their placement within the fair value hierarchy levels 
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{itl millions) Level 1 Level 2 Level 3 Total 

2010 

Assets 

Nuclear decommissioning trust funds 

Common stock equity 

Preferred stock and other equity 

Corporate debt 

U S  state and municipal debt 

US. and foreign government debt 

~1,021 s- s- 51,021 

22 6 - 28 

86 - 8s 
- 132 - 132 

79 182 - 261 

- 

Monev market funds and other 1 42 - 43 

-__ ~ - _ _  
WD I ,  IL1 1,Sf I Total nuclear decommissioning trust funds - 

Derivatives 

Commodity forward contracts - 15 - 15 

Interest rate contracts - 4 - 4 

Corporate debt - 4 - 4 

U.S. and foreign government debt - 3 - 3 

Money market funds and other 18 - - 18 

Other marketable securities 

- 
Total assets S1.141 S474 s- S1.615 

- 
Liabilities 

Derivatives 

Commodity forward contracts s- $458 S36 5494 

Contingent value obligations derivatives - 15 - 15 

- 39 - 39 Interest rate contracts 

- 
Total liabilities s- s512 $36 S548 
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2009 

Assets 

Nuclear decommissioning tmst iilntis 

Common stock equity 

Preferred stock and other equity 

Corporate debt 

U S state and municipal debt 

U S and foreign governinent debt 

Monev market funds and othcr 

5835 s- 5- 5839 

16 16 

71 71 

117 117 

67 128 - 150 

1 133 134 

- - 

- - 

- - 

Y1:: 449 IJbl - 

Commodity forward contracts 20 - 20 

- -___ Total nuclear decommissioning trust filflds 
Derivatives 

- 
- Interest rate contracts 15 - 19 

Other inarketable securities 
- U S  state and municipal debt 1 1 

U S and foreign government debt 7 7 

Money market funds and other 16 27 - 43 

- 

- - 

Total assets s934 $523 s- S1,457 

Liabilities 

Derivatives 

Commodity forward contracts s- 5386 s39 S425 

Contingent value obligations derivatives 15 15 

Total Iia bilities s- S401 S39 5440 

- - 

The determination of the fair values in the preceding 
tables incorporates various factors, including risks of 
nonperformance by us or our counterparties Such risks 
consider not only the credit standing of the counterparties 
involved and the impact of credit  enhancements (such as 
cash deposits or letters of credit), hut  also the impact of 
our credit risk on our liabilities 

Commodity forward contract derivatives and interest 
rate contract derivatives ref lect positions held by us 
and the Utilities Most  over-the-counter commodity 
forward contract derivatives and interest rate contract  
derivatives are valued using financial models wh ich  
utilize observable inputs for similar instruments and are 
classified within Level 2 Other derivatives are valued 
utilizing inputs that  are not observable for substantially 
the full term of the contract, or for which the impact of 
the unobservable period is significant to the fair value 
of the derivative Such derivatives are classified within 
Level 3 See Note 17 for discussion of risk management 
activities and derivative transactions 

NDT funds ref lect the assets of the Utilities’ nuclear 
decommissioning trusts The assets of the trusts are 
invested primarily in  exchange-traded equity securities 
(classified wi th in Level 1 )  and marketable debt securities, 
most of wh ich  are valued using Level 1 inputs for similar 
instruments and are classified within Level 2 

Other marketable securities primarilyrepresentavailable- 
for-sale debt securities used to fund certain employee 
benefit costs 

W e  issued Contingent Value Obligations ICVOs) in  
connection with the acquisition of Florida Progress 
Corporation (Florida Progress), as discussed in Note 15 
The CVOs are derivatives recarded a t  fair value based 
on quoted prices from a less-than-active market and are 
classified as Level 2 

Transfers in  lout! of Levels 1, 2 or 3 represent existing 
assets or liabilities previously categorized a s  a higher 
level for wh ich  the inputs to the estimate became less 



observable or assets and liabilities previously classified ‘i4. 1NCQM’il”3E TAXES 
as Level 2 or 3 for which the lowest significant input 
became more observable during the period There were 
no significant transfers in (out) of Levels 1 or  2 during 
the period other than those reflected in the Level 3 
reconcil iations Transfers into and out of each level are 
measured at the end of the reporting period 

W e  provide deferred income taxes for tempordry 
differences between hook and tax carrying amounts 
of  assets and liabilities Investment tax credits related 
to regulated operations have been deferred and are 
being amortized over the estimated service life of the 
related properties To the extent that the establishment 
of deferred income taxes is different from the recovery of 
taxes by the Utilities through the raremaking process, the 
differences are deferred pursuant to GAAP for regulated 
operations A regulatory asset or liability has been 

A reconciliation of changes in the fair value of our 
commodity derivatives, net classified as Level 3 in the fair 
value hierarchy for the years ended December 31 follows 

oc c 
1 bld .l 

2010 2009 2008 
that are recovered or refunded in different periods by the 

s39 Utilities pursuant to rate orders We accrue for uncertain 
tax positions when it IS determined that it is more likely 

44 ,3 ,02 than not  that the benefit wi l l  not  be sustained on audit 
by the taxing authority based solely on the technical 

‘47) (15) (35) merits of the associated tax position If the recognition 
threshold is met, the tax benefit recognized is measured 
a t  the largest amount that, in our judgment, is greater 

/ in m/!//ons/ 

Derivatives, net at beginning of period 

Total losses (gains), reallzed and unrealized 

s(26) 

deferred as regulatory assets and 
Iiabilitles, net 

rransfers (out) in of Level 3, net 

Derivatives, net at end of period s39 s41 

Substantially all unrealized gains and losses on than 50 percent likely to be realized 
derivatives are deferred as regulatory liabilities or assets 
consistent with ratemaking treatment There were no 
Level 3 purchases, sales, issuances or settlements 
during the period 

Acciimulated deferred income tax assets (liabilities) at 
December 31 were 

/iff rni///onsi 2010 2009 

Ueferred income tax assets 

ARO liability S107 S127 

Derivative instruments 204 159 

Income taxes refundable through future rates 271 225 

Pension and odier postretirement benefits 441 508 

Other 394 374 

Tax credit carry forwards a39 712 

Net operating loss carry forwards 105 66 

Valuation allowance (60) (55) 
Total deferred income tax assets 2,307 2,116 

Deferred income tax liabilities 

Accumulated depreciation and property cost differences (2,439) ( 1,889) 

Income taxes recoverable through future rates (875) (782) 

Other ( 3 W  1338) 

Total deferred income tax liabilities (3,700) 13,009) 

Total iiet delerred iiicoine tax liabilities S11,393) 3993) 



The above amounts were classified on the Consolidated 
Balance Sheets as follows 

Reconciliations of  our effecrive income tax rate to the 
statutory federal income :zx rare for the years ended 
Decemher 31 fol low 

Current deferred income tax assets, included 2010 2009 2008 

s156 s168 Effective income tax rate 383% 321% 33% in prepayments and other current assets 

Noncurrent deferred income tax assets, State income taxes, net of federal benefit (43) (3 7)  13 9) 

Investment tax credit amortization 0.5 0 8  1 0  
included in other assets and deferred debits 34 37 

Noncurrent deferred income tax lrabi l i tm 
included in noncurrentiiicome tax liabilities (1,583) (1,098) stock owc'ersll'p O 9  '' ' 
Total net deferred income tax liabilities s( ,393) si 893) Domes tic ma nu f a r. tu rin y deduction - 0 8  0 3  

1.4 2 2 2 5 ~-~~~ - _ _ _ ~  AFUOC equity - -__ - 
A t  December 31, 2010, w e  had the following tax credit 
and net  operating loss carry forwards 

$836 million of federal alternative minimum tax credits 
that do not  expire 
$5 million of state income tax credits that wi l l  expire 
during 2013 
$105 million of  gross federal net operating loss carry 
forwards that will expire during 2030 
$1 6 billion of gross state ne t  operating loss carry 
forwards that wi l l  expire during the period 2011 
through 2030 

Valuation allowances have been established due to the 
uncertainty of realizing certain future state tax benefits 
W e  had a net  increase of $5 million in our valuation 
allowances during 2010 

W e  believe i t is  more likely than notthat the results of future 
operations wil l generate sufficienttaxable income to allow 
for the utilization of the remaining deferred tax assets 

Certain substantial changes in  ownership of Progress 
Energy, including the proposed merger between 
Progress Energy and Duke Energy Corporation (Duke 
Energy) (See Note 25), can impact the timing of the 
utilization of tax credit carry forwards and net operating 
loss carry forwards 

Other differences, net (1.8) 18 0 3  

Statutory federal income tax rate 35.0% 350% 350% 

Income tax expense applicable to continuing operations 
for the years ended December 31 was comprised of 

lin millions1 2010 2009 2008 

Current 

Federal 

State 

S(46) s227 S38 

(13) 41 1 2  

Total current income tax expense (benefit) (59) 268 50 

Deferred 

Federal 542 114 305 

State 100 25 49 

Total deferred income tax expense 642 139 354 

Investmenttax credit (7) (10) (12) 

Net operating loss carry torward (37) - (6) 
Beginning-of-the-year valuation 

allowance clianae - - 9  

Total income tax exoense s539 5397 5395 

We previously recorded a deferred income tax asset for 
a state net  operating loss carry forward upon the sale 
of our nonregulated generating facilities and energy 
marketing and trading operations During 2008, we 
recorded an additional deferred income tax asset of 
$6 million related to the state net  operating loss carry 
forward due to a change in estimate based on 2007 tax 
return filings During 2008 we also evaluated this state 
net operating loss carry forward and recorded a partial 
valuation allowance of $9 million 

Total income tax expense applicahls to continuing 
operations excluded the following 
0 Taxes related to discontinued operations recorded net 

of tax for 2010, 2003 and 2008, which are presented 
separately in Notes 3A through 3C 



., Taxes related to other comprehensive income 
recorded net of tax for 2010, 2009 and 2008, wh ich  a x  
presented separately in the Consolidated Statements 
of Comprehensive Income 

* An immaterial amount of current tax benefit. which 
was recorded in common stock during 2010, related 
to excess tax deductions resulting from vesting of 
restricted stock awards, vesting of RSUs, vesting 
of stock-settled PSSP awards and exercises of 
nonqiialified stock options pursuant to the terms of 
our EIP No ne t  current tax benefit was  recorded in  

We include interest expense related to unrecognized tax 
benefits in net interest charges and w e  include penalties 
in other, net on the Consolidated Statements of Income 
nuring 2010, 2009, and 2008, the net interest expense 
reiated to unrecognized tax benefits was $9 million, 
$9 million, and $4 million, respectively, of  whtch a 
respective $5 million, $5 million, and $1 million expense 
component was  deferred as a regulatory asset by PEF, 
which is amortized as a charge to interest expense over 
a three-year period or less During 2008, PEF charged the 
unamortized balance of the requlatow asset to interest 
exoense Durina 2010 and 2009:there were  no Denalties 

___- _I- 

related to unrecognized tax benefits During i008, less 

A t  December 31, 2010, 2009, and 2008, our liability 
for unrecognized tax benefits was $176 million, 
$160 million, and $104 million, respectively The amount 
of unrecognized tax benefits that, i f  recognized, would 
affect the effective tax rate for income from continuing 
operations w a s  $8 million, $9 million, and $8 million, 
respectively, at December 31, 2010, 2009, and 2008 The 
following table presents the changes to unrecognized 
tax benefits during the years ended December 31 

/in m;//inns/ 2010 2009 2008 

Unrecogniied tax benefits at beginning 

Gross amounts of increases as a result of 

Gross amounts of decreases as  a result of 

Gross amounts of increases as a result of 

Gross amounts of decreases as  a result of 

Amounts of net increases relating to 

Reduction as a result of a lapse of the 

of period SI60 S104 S93 

tax positions taken in a prior period 10 11 17 

tax positions taken in a prior period (4) (3) ( I l l  

tax positions taken in the current period 14 52 8 

tax positions taken in the current period (4) (4 )  121 

settlements with taxing authorities - - 1  

applicable statute of limitations - ( 2 )  - 

Unrecoqnized tax benefits a t  end of period S176 S160 S104 

W e  file income tax returns in the U S federal jurisdiction 
and various state JiJriSdiCtiOnS Generally our  open 
federal tax years are from 2004 forward, and our open 
state tax years in our major jurisdictions are from 2003 or 
2004 forward The I R S  is currently examining our federal 
tax returns for years 2004 through 2005 W e  cannot 
predict when the review will be completed Although the 
timing for completion of the I R S  review is uncertain, it 
is reasonably possible that unrecognized tax benefits 
wi l l  decrease by up to approximately S60 million during 
the 12-month period ending December 31, 2011, due to  
expected settlemenrs Any potential decrease will not 
have a material impact on our  results of opera:ions 

than $1 million was recorded for penalties related to 
unrecognized tax benefits A t  December 31, 2010, 2009, 
and 2008, w e  had accrued $45 million, $36 million, and 
$27 million, respectively, far interest and penalties, which 
are included i n  interest accrued and other liabilities and 
deferred credits on the Consolidated Balance Sheets 

’r VALUE ~~~~~~~~~~~~ 

I n  connection wi th  the acquisition of Florida Progress 
during 2000, the Parentissued 98 6 million CVOs Each CVO 
represents the right of the holder to receive contingent 
payments based on the performance of four coal-based 
solid synthetic fuels limited liability companies, three 
of wh ich  were wholly owned (Earthco), purchased by 
subsidiaries of Florida Progress in October 1999 All of  
our synthetic fuels businesses were abandoned and all 
operations ceased as of December 31, 2007 (See Note 
3A) The payments are based on the net  after-tax cash 
f lows the facilities generated We make deposits into 
a CVO trust for estimated contingent payments due to 
CVO holders based on the results of operations and the 
utilization of tax credits The balance of the CVO trust 
a t  December 31, 2010 and 2009 was $ 1 1  million and is 
included in other assets and deferred debits on the 
Consolidated Balance Sheets Future payments from 
the trust to CVO holders will not  be made until certain 
conditions are satisfied and will include principal and 
interest earned during the investment period net of 
expenses deducted Interest earned on the payments 
held in  trust for 2010 and 2009 was insignificant 

The CVOs are derivatives and are recorded at fair value 
The unrealized loss/gain recognized due to changes in 
fair value is recorded in other, net on the Consolidated 
Statements of Income (See Note 201 At December 31, 
2010 and 2009, the CVO liability included in  other liabilities 
and deferred credits on our Consolidated Balance Sheets 
was S15 million 
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We have noncontributory defined benefit retirement 
plans that provide pension benefits for  substantially 
all full-time employees We also have supplementary 
defined benefit pension plans that provide benefits to  
higher-level employees In  addition to pension benefits, 
vile provide contributory other postretirement benefits 
(OPEB), including certain health care and life insurance 
benefits, for  retired employees w h o  meet  specified 
criteria WF! ii- date of Oecembe 1-31 for 
our pension and OPEB plans 

" J L  - ~ - - - r -  - - -  > _ r  z r 7 i ; T  ZI 3 - i -  -- ib  3 

Prior service C O S ~  and benefits are amortized on a 
straight-line basis over the average remaining service 
period of active participants Actuarial gains and losses 
in excess of 10 percent of the greater of the projected 
benefit obligation or the market-related value of assets 
are amortized over the average remaining service period 
of active participants 

To determine the market-related value of assets, w e  use 
a five-year averaging method for a portion of the pension 

historically used the five-year averaging method W h e n  
w e  acquired Florida Progress in 2000, w e  retained the 
Florida Progress historical use of fair value to determine 
market-related value for Florida Progress pension assets 

-- the rp-rtinn we have - ~ _ _ _ _ _ -  

The table below provides the components of the net 
periodic benefit cost  for the years ended December 31 A 
portion of ne t  periodic benefit cost  is capitalized as part 
of construction work in progress 

Pension Benefits OPE6 
_ _ ~  

/ / n  m////ons/ 2010 2009 2008 2010 2009 2008 

Service cost S48 S42 S46 S16 57 s8 

Interest cost 140 138 128 45 31 34 

txpected return on plan assets (157) (133) (1701 ( 4) ( 4) (6) 

Amortization of actuarial loss"' 51 54 8 13 1 1 

Other amortizabon, net"' 6 6 2 5 5 5 
Net periodic cost before de fer raP S88 S107 S14 s75 540 S42 

_I 

'"Adlusted to  re f lect  P[F s ra te  treatment (See Note 16B) 
""PEFreceived permission from the FPSC to defer the retai l  portion of certain 2009 pension expense The FPSC order did not change the to ta l  

net periodic pension cost, but  deferred a portion of the cos ts  to  be recovered in future periods During 2009, PEF deferred S34 million of net 
periodir pension cos ts  as  a regulatory asset See Note 7C 

The following table provides a summary of amounts 
recognized in other comprehensive income and other 
Comprehensive income reclassification adjustments 
for  amounts included in ne t  income for 2010, 2009 and 
2008 The tables also include comparable items that 
affected regulatory assets of PEC and PEF For PEC and 
PEF, amounts that  would otherwise be recorded in other 
comprehensive income are recorded as adjustments t o  
regulatory assets consistent with the recovery of the 
related costs through the ratemaking process 



Pension Renefi?s OPEB 

/ in r / l ' ; : n ; ;  2010 ir)05 2008 2010 2009 2008 

Other comprehensive income (loss: 

Pecognized for the year 

Net actuarial floss) gain S(11) Sl l )  364)  S(10) s4 sia) 
Other, net - - (6 i  - - - 

Reclassificabon adjustments 

Net actuarial loss 4 5 1 1 - 

Ctlier, net 1 1 - 

- 

- - - 

Regulatory asset (increase) decrease ~- 
Recognized for the year 

Net actuarial (loss/ gain (65) 10 (735)  (W 64 (73) 

Other, net - (3) (36) - - - 

Net actuarial loss 41 49 7 13 1 

Other, net 6 6 1 5 4 5 

Amorbzed to income'.'' 
- 

'"These ainounts were amortized as a component of net periodic cost. as reflected in the previous net periodic cost table Refer to thattable 
for information regarding the deferral of a portion of net periodic pension cost 

The following weighted-average actuarial assumptions 
were  used in the calculation of our net periodic cost 

Pension Benefits OPEB 

2010 2009 2008 201 0 2009 2008 

Discount rate 6 00% 6 30% 6 20% 6 05% 6 20% 6 20% 

Rate of increase in future compensation 

Bargaining 450% 4 25% 4 25% - - I 

Expected long-term rate of return on plan assets 875% 8 15% 9 00% 6 60% 6 80% 8 10% 

Supplementary plans 525% 5 25% 5 25% - - - 

The expected long-term rates of return on plan assets 
were determined by considering long-term projected 
returns based on the plans' target asset allocations 
Specifically, return rates were developed for each major 
asset class and weighted based on the target asset 
allocations The projected returns were benchmarked 
against historical returns for reasonableness We 
decreased our expected long-term rate of return on 
pension assets by 025% in 2009, primarily due to the 
uncertainties resulting from the severe capital market 
deterioration in 2008 See the ''Assets of  Benefit Plans" 
section below for additional information regarding our 
investment policies and strategies 

BENEFIT 3BL!GAT.7iONS A N D  ACCRUED COSTS 

GAAP requires us to recognize in our  statement of  
f inancial condition the funded status of our pension and 
other postretirement benefit plans, measured as the 
difference between the fair value of the plan assets and 
the benefit obligation as of the end of the fiscal year 

Reconciliations of the changes in benefit obligations 
and the flJnded status as of December 31, 2010 and 2009 
are presented in the table below, fol lowed by related 
supplementary information 
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Pension 
Benefits 

The following table provides a summary o f  amounts not 
ye t  recognized as a component of net periodic cos t  a t  
December 31 

OPEB 

frn mr!!rcnsl 2010 2009 2010 2009 

Projected benefit obltganon 
at January 1 S2,422 S2 234 S543 S608 

Service cost 48 42 16 7 

Interest cost 140 138 45 31 

Settlements - (9) 

Pension 
Benefits OPEB 

/ ? r i  o?r:!rons/ 2010 2009 2010 2009 

Recognized in accumulated - - 
other coinprehensive loss 

Net actuarial loss (gain) S90 S83 s5 3 5 )  
Other, net 9 10 1 

Benefit payments (129) (124) (44) (401 

Plan amendment 1 3 - - - 
Arb-\ 197 1% 173 163) .. . .  necogmTeornregmarui y 

Obligation a t  flecember 31 2,609 2,422 733 543 

December 31 1,891 1,673 33 55 
Fair value of plan assets at 

Funded status S(718) S(749) S(7W) 24488) 

All defined benefit pension plans had accumulated benefit 
obligations in excess of plan assets, w i th  projected benefit 
obligations totaling $2 609 billion and $2422 billion at 
December31,2010 and 2009, respectively Those plans had 
accumulated benefit obligations totaling $2 563 billion and 
$2 378 billion at December 31,2010 and 2009, respectively, 
and plan assets of $1 891 billion and $1 673 billion at 
December 31,2010 and 2009, respectively. 

The accrued benefi t  costs reflected i n  the Consolidated 
Balance Sheets a t  December 31 were as follows 

Pension 
Benefits OPEB 

~ 

lrn rnrllions) 2010 2009 2010 2009 

Current liabilibes S(10) S(9) S(22) s- 
Noncurrent liabilities (708) (740) (678) (4881 

Funded status S(718) S(749) S(700) S(488) 

assets, net 

Net actuarial loss 824 806 183 32 

Other, net 55 59 9 14 

Total not yet recognized 
as a component of net 
periodic cost'"' s978 5958 si98 s4i  

' f 'AI I  components are adjusted to  reflect PEF's rate treatment (See 
Note 16Bl 

The fallowing table presents the amounts w e  expect to  
recognize as components of ne t  periodic cost in 201 1 

Pension 
lrn mrllrons) Benefits OPEB 

Amortization of actuarial Ioss'~') S58 S12 

Amortization of other, net'.'' 7 5 

' ,I ' Adjusted to reflect PEF's rate treatment (See Note 166) 

The following weighted-average actuarial assumptions 
were  used in  the calculation of our year-end obligations 

Pension 
Benefits OPEB 

2010 2009 2010 2009 

Discount rate 5.65% 600% 5.75% 605% 

Rate of increase in future 
Compensation 
Bargaining 4 50% 4 50% - - 

Supplementary plans 525% 5 2 5 %  - - 

Initial medical cost trend 
rate for pre-Medicare Act 
benefits - - 8.50% 8 50% 

Initial medical cost trend rate 
for post-Medicare Act 
benefits - - 8"50'% 8 50% 

Ultimate medical costtrend 
rate - - 50096 500% 

Year ultimate medical cost 
trend rate is achieved - - 2017 1016 
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The rates of increase in iuiure compensation include the 
effects of  cost of Iivinz ;djusments and Orornotioris 

Our primary definEd 'Genefit retirement plan for 
nonbargaining emplcyees is a "cash balance" pension 
plan Therefoie, we use the iraditional unit credit 
method for purposes o f  measuring the benefit obligation 
of this plan Under the traditional unit credit method, 
no assumptions are included about future changes in 
compensation, and the accumulated benefir obligation 
and projected benefit obligation are, !he same 

The medical cost trend rates were assumed to  decrease 
gradually f rom the initial rates to The ultimate rates The 
effects of a 1 percent change in the medical cost trend 
rate are shown below 

l ip millions/ 

1 percent increase in medical cost trend rate 

Effect on total of service and interest cost 

Effect on postreorement benefit obligabon 

s3 
46 

1 percent decrease in medical cost trend rate 

Effect on total of service and interest cost 

Effect on postrebrement benefit obligation 
(2)  

(31) 

ASSETS 3F BENEW FLANS 

In  the plan asset reconcil iation table that follows, 
our employer contributions for 2010 and 2009 include 
contributions directly to pension plan assets of 
$129 million and $222 million, respectively Substantially 
all of the remaining employer contributions represent 
benefit payments made directly from our assets The 
OPEB benefit payments presented in the plan asset 
reconcil iation tables that fol low represent the cost 
after participant contributions Participant contributions 
represent approximately 15 percent of gross benefit 
payments The OPEB benefit payments are also reduced 
by prescription drug-related federal subsidies received 
In 2010 and 2009, the subsidies totaled $3 million 

Reconciliations of the fair value of plan asselS at 
December 31 fol low 

Pension 
Benefits OPEB 

/ I / ?  Prl!Ionsl 2010 ZOO9 2010 2009 

Fair value of plan assets 

Actual return oil plan assets 208 279 2 9 

Benefit payinents, including 
settlements (129) (133) (44) (40) 

Emolover contributions 139 242 20 34 

Fair value of plan assets at  

January 1 S1,673 S1,285 S55 S52 

-- 

December 31 S1.891 S1,673 S33 S55 

Our primary objectives when setting investment policies 
and strategies are to manage the assets of the pension 
planto ensure thatsufficientfunds are available atall times 
to finance promised benefits and t o  investthe funds such 
that contributions are minimized, within acceptable risk 
limits We periodically perform studies to analyze various 
aspects of our pension plans including asset allocations, 
expected portfolio return, pension contributions and net  
funded status One of our key investment objectives is to 
achieve a rolling 10-year annual return of 6 percent over 
the rate o f  inflation. The current target pension asset 
allocations are 40 percent domestic equity, 20 percent 
international equity, 25 percent domestic fixed income, 
10 percent private equity and timber and 5 percent hedge 
funds Tactical shifts (plus or minus 5 percent) in  asset 
allocation from the target allocations are made based 
on the near-term v iew of the risk and return tradeoffs of 
the asset classes Domestic equity includes investments 
across large, medium and small capitalized domestic 
st,oclts, using investment managers wi th  value, growth 
and core-based investment strategies International 
equity includes investments in foreign stocks in both 
developed and emerging market countries, using a mix of 
value and growth based investment strategies Domestic 
fixed income primarily includes domestic investment 
grade fixed income investments A substantial portion 
of OPEB plan assets are managed wi th  pension assets 
The remaining OPEB plan assets, representing all 
PEF's OPEB plan assets, are invested in domestic 
g overnmenta I securities 



The following table sets forth by level within the fair value 
hierarchyof our pension plan assets at  December3i,2010 
and 2009 See Note 13 for detailed information regarding 
the fair value hierarchy 

A t  December 31, 2010, our other postretirement benefit 
plan assets had a fair value o f $ 3  million, which consisted 
o f  U S state and municipal assets classified as Level 2 in  
the fair value hierarchy as of Cecernlier 31,2010 

pension genefitplan A~~~~~ The fo l lowng table sets forth the fair value hierarchy of 
our other postretirement plan assets at December 31, 
2009 See Note 13 for detailed information regarding the 
fair value hi era rc hy 

- 
/KJ /77/ / / /PnS/  level1 Level 2 Level3 Total 

2010 

Assets 

Other Postretirement Benefit 
Plan Assets 

Gash and cash equivalents s- s94 s- s94 

Domestic equity securities 286 - - 286 (in m/://onsl level 1 Level2 Level3 Total 
Private equity securities - - 147 147 Assets 

- 
-~ h___ __ International equity securities 40 - 40 

Corporate bonds - 216 - 216 Cash and cash equivalents s- s1 s- s1 

US. state and municipal debt - 19 - 19 Domestic equity securities 4 4 - - 

W.S. and foreign government debt 144 30 - 174 

Commingled funds - 847 - 847 

Hedge funds - 51 2 53 
- Timber investments - 11 11 

Interest rate swaps and other 
investments - 4 - 4  

Fair value of plan assets S470 S1,261 9 6 0  S1,891 

2009 

Assets 

Cash and cash equivalents 

Domestic equity securities 

Private equity securibes 

Corporate bonds 

U S state and municipal debt 

U S and foreign government debt 

Mortgage backed securities 

Cominingled funds 

Hedge funds 

limber investments 

s1 S96 s- s97 

263 1 - 264 

- 122 122 

- 67 - 67 

- 4 - 4  

25 95 - 120 

- 22 - 22 

- 888 - 888 

- 47 2 49 

- 14 14 

- 

- 

lntcrcst rate swaps and other 
investments - 56 - 56 

Total assets S289 S1.276 S138 S1,703 

Liabilities 
Foreign currency contracts 55 s- s- s5 

Interest rate swaps and other 
investments - 25 - 25 

Total liabilities 5 25 - 3 0  

Fair valiie of plan assets S284 S1,251 S138 S1,673 

- 1 

U S state a id  municipal debt - 32 - 32 

- Corporate bonds 1 

U S and foreign government debt - 2 2 

Hedge funds 1 1 

Interest rate swaps and other 
investments 1 1 

- 

Corniningled funds - 13 - 13 
- - 

- - 

Fair value of Dlan assets s4 s51 s- s55 

A reconcil iation of changes in the fair value of our 
pension plan assets classified as Level 3 in the fair value 
hierarchyfor the years ended December 31 follows 

Private 

/ in m////ons/ Securities Funds investments Total 
Equity Hedge Timber 

2010 

Balance at January 1 s122 s2 S14 S138 

Net realized and 
unrealized gains 
(losses)"' 7 (2) 5 

Purchases, sales and 
distributions. net 18 - (1) 17 

- 

Balance at December 31 S147 S2 Sl l  S160 

2009 

Balance at January 1 s111 s2 S18 s131 

Net realized and 
unrealized (losses)'.'' (101 - (4) (14) 

Purchases, sales and 
distributions, net 21 - 21 

Balance at December 31 s122 SZ S14 SI38 

- 

" Substantially all amounts relate to  investments held at 
December 31 
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The determination of the fair values of pension and 
postretirement plan assets incorporates various factors 
required under GAAP The assets of the plan include 
exchange traded securities (classified within Level 1 )  an:! 
other marketable debtand equitysecurities,mostofwliich 
are valued using Level 1 inputs for similar instruments, 
and are classified within Level 2 investments 

In  201 1, w e  expect to make contributions 01 $300 million- 
$400 million directly to pension plan zssets cnd $ 1  milliofi 
of discretionary COn‘rribuiions directly to the OPEB plan 
assets The expected benefit payments for the pension 
benefit plan for 2011 thiough 2015 and in total for 2016 
through 2020, in  millions, are approximately S168, $176, 
$178, $189, $193 and $1,016, respectively The expected 
benefit payments for the OPE5 plan for 201 1 through 
2015 and in total for 2016 through 2020, in millions, are 
a pproximately$45,$48,$5 1, S53,$56 and $306, respectively 

Mos t  over-the-counter investments are valued using 
observable inputs for similar instruments or prices from 
similar transactions and are classified as Level 2 Over- 

______. 

the-counter investments where significant unobservable 
inputs are used, such as financial pricing models, are 
classified as Level 3 investments 

Investments in private equity are valued using observable 
inputs, when available, and also include comparable 
market transactions, income and cost basis valuation 
techniques The market approach includes using 
comparable market transactions or values The income 
approach generally consists of the net  present value of 
estimated future cash flows, adjusted as appropriate for 
liquidity, credit, market and/or other risk factors Private 
equity investments are classified as Level 3 investments 

Investments in commingled funds are not publically 
traded, but the underlying assets held in these funds are 
traded in active markets and the prices for these assets 
are readily observable Holdings in Commingled funds 
are classified as Level 2 investments 

Hedge funds are based primarily on the ne t  asset values 
and other financial information provided by management 
of the private investment funds Hedge funds are 
classified as Level 2 i f  the plan is able to redeem the 
investment wi th  the investee at net asset value as of the 
measurement date, or at a later date within a reasonable 
period of time Hedge funds are classified as Level 3 if the 
investment cannot be redeemed at  ne t  asset value or it 
cannot be determined when the fund will be redeemed 

Investments in timber are valued primarily on valuations 
prepared by independent property appraisers These 
appraisals are based on cash flow analysis, current 
market capitalization rates, recent comparable sales 
transactions, actual sales negotiations and bona fide 
purchase offers Inputs include the species, age, volume 
and conditioii of timber stands growing on the land, 
the locatior,, productivity, capacity and accessibility of 
the timber tracts, current and expected log prices, and 
current local prices for comparable investments Timber 
investments are classified as Level 3 investmenis 

directly from plan assets and benefit payments directly 
from our assets The benefit payment amounts reflect our 
ne t  cost  after any participant contribiit ions and do not  
ref lect reductions for expected prescription drug -re1 a ted 
federal subsidies The expected federal subsidies for 
2011 through 2015 and i n  total for 2016 through 2020, 
in  millions, are approximately $4, $5, $5, $6, $6 and $43, 
respectively 

The Patient Protection and Affordable Care Ac t  (PPACA) 
and the related Health Care and Education Reconciliation 
Act, wh ich  made various amendments to the PPACA, 
were enacted in  March 2010 The PPACA contains a 
provision that changes the tax treatment related to  a 
federal subsidy available to sponsors of retiree health 
benefit plans that provide a prescription drug benefit that 
is at least actuarially equivalent to the benefits under 
Medicare Part D The subsidy is known as the Retiree 
Drug Subsidy Employers are no t  currently taxed on the 
Retiree Drug Subsidy payments they receive However, 
as a result of the PPACA as amended, Retiree Drug 
Subsidy payments will effectively become taxable in tax 
years beginning after December31,2012, by requiring the 
amount of the subsidy received to be offset against the 
employer’s deduction for health care expenses Under 
GAAP, changes in tax law are accounted for in the period 
of  enactment Accordingly, an additional tax expense of 
$22 million has been recognized during the year ended 
December 31,2010 

During 2000, w e  completed our acquisition o f  Florida 
Progress Florida Progress’ pension and OPEB liabilities, 
assets and net periodic costs are reflected in the above 
information as appropriate Certain of Florida Progress’ 
nonbargaining unit benefit plans were merged wirh our 
benefit plans effective January 1, 2002 



C : m  bo. 2011-124 
Staff-DK-01-011 h part 2 att:tcliment 
(I'rogr rn$ Frierq) 
Pace 94 of 124 

PEF continues to recover qualified plan pension costs 
and OPEB costs in rates as if the acquisition had not  
occurred The information presented in  Note 16A is 
adjusted as appropriate to reflect PEF's rate treatment 

W e  are exposed to various risks related to changes 
in market conditions We have a risk management 
committee that includes senior executives from various 

liabilities and regulatory assets, respectively, on the 
Consolidated Balance Sheets until the contracts are 
settled (See Note 7A) After settlement of the derivatives 
and the fue l  is consumed, any realized gains or Icsses 
are passed through the fuel  cost-recovery clause 

Certain hedge agreements may result in t h e  receipt of, or 
posting of, derivative collateral with our counterparties, 
depending on the daily derivative position Fluctuations 
in commodity prices that lead to our return of collateral 
received and/or our Dostinq of collateral with our 

business groups The risk management committee 1s 
responsible for administering risk management policies 

counterparties negabi;ely impact our liquidity W e  
manage open positions with str ict policies that l imit our 

and monitoring compliance with those policies by 
all subsidiaries Under our risk policy, w e  may use a 
variety of instruments, including swaps, options and 
forward contracts, to manage exposure to fluctuations 
in commodity prices and interest rates Such instruments 
contain credit risk if the counterparty fails to perform 
under the contract We minimize such risk by performing 
credit and financial reviews using a combination of 
f inancial analysis and publicly available credit ratings 
o f  such counterparties Potential nonperformance by 
counterparties is not expected to  have a material effect 
on our financial position or results of operations 

See Note 138 for information about the fair value of 
derivatives 

A. ~~~~~~~~~ Derivatives 
s E N  E R At. 

M o s t  of our physical commodity contracts are no t  
derivatives or qualify as normal purchases or sales 
Therefore, such contracts are not  recorded at  fair value 

E C 0 N 0 MI C DER WAT Ill ES 

Derivative products, primarily natural gas and oil 
contracts, may be entered into from time to time for 
economic hedging purposes Whi le  management 
believes the economic hedges mitigate exposures to  
fluctuations in commodity prices, these instruments are 
no t  designated as hedges for accounting purposes and 
are monitored consistent with trading positions 

The Utilities have financial derivative instruments with 
settlementdates through 2015 related to their exposure to 
price fluctuations on fuel oi l  and natural gas purchases 
The majority of our financial hedge agreements will settle 
in 201 1 and 2012 Substantially all of these instruments 
receive regulatory accounting treatment Related 
unrealized gains and losses are recorded in regulatory 

exposure to market risk and require daily reporting to 
management of potential f inancial exposures 

Certain counterparties have posted or held cash 
collateral in support of these instruments Progress 
Energy had a cash collateral asset included in derivative 
collateral posted of $164 million and $146 million on the 
Consolidated Balance Sheets a t  December 31, 2010 
and 2009, respectively A t  December 31, 2010, Progress 
Energy had 259 9 million M M B t u  notional of natural 
gas and 20 2 million gallons notional of oil related to 
outstanding commodity derivative swaps and options 
that were entered into to hedge forecasted natural gas 
and oil purchases 

ate Derivatives - Fair Value oii 
Cash Flow Hedges 
We use cash f l ow  hedging strategies to reduce exposure 
to  changes in  cash f l ow  due to fluctuating interest rates 
W e  use fair value hedging strategies to reduce exposure 
to changes in  fair value due to interest rate changes Our 
cash f low hedging strategies are primarily accomplished 
through the use of forward starting swaps and our fair 
value hedging strategies are primarily accomplished 
through the use of  fixed-to-floating swaps The notional 
amounts of interest rate derivatives are n o t  exchanged 
and do not represent exposure to credit loss I n  the event 
of default by the counterparty, the exposure in these 
transactions is the cost of replacing the agreements at 
current market rates 

''3:, ZLz'Tu G K T ( C 7 C  -- L-b 

A t  December 31, 2010, all open interest rate hedges will 
reach their mandatory termination dates within three 
years At  December 31, 2010, including amounts related 
to terniinated hedges, w e  had S63 million of after-tax 
losses recorded in accumulated other comprehensive 
income related to forward starting swaps It is expected 
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that in the next twelve months losses of S7 million, net  
of tax, primarily ielated to terminated hedges, wi l l  be 
reclassified t o  interest expense The actual amounts 
that wil l  >e reciassiflPd to earnings may vary from the 
expected arnouiits as a result of changes in the timing 
of debT issuances ar the Parent and the Utilities and 
changes in market value of currently open forward 
starting swaps 

At  December 31, 2009, including amounts related to 
terminated hedqes, w e  had $35 million of after-tax losses 

In  addition, certain of our commodity derivative 
instruments contain provisions that require our debt to 
maintain an investment grade credit rating from Moody’s, 
S&P and Fitch If our debt were to fall below investment 
grade,we would be inviolation ofthese provisions, and the 
counterparties to the commodity derivative instruments 
could request immediate payment or demand immediate 
and ongoing full overnight collaterali iation on commodity 
derivative instruments in net liability positions 

The aggregate fair value of all commodity derivative 
recorded in  accumulated other comprehensive income instruments with credit risk-related contingent features 
related to forward starting swaps that are in a ne t  liability position a t  December 31, 2010, 

is $446 million, for which w e  have posted collateral 
At  December 31, 2008, including amounts related to of $164 million in the normal course of business If the 
terminated hedges, w e  had $56 million of after-tax losses credit risk-related contingent features underlying these 
recorded in accumulated other comprehensive income agreements were  triggered at  December 31, 2010, 
related to forward starting swaps w e  would have been required to post an additional 

$282 million of collateral with its counterparties 
A t  December 31, 2010, w e  had $1 050 billion notional 
of  open forward starting swaps During January 2011, 
Progress Energy terminated $300 million notional of 
forward starting swaps in conjunction with the issuance 
of debt (See Note 11A) 

A t  December 31, 2009, w e  had $325 million notional of 
open forward starting swaps 

FAIR VALUE H E D G E S  

For interest rate fair value hedges, the change in the fair 
value of the hedging derivative is recorded in  net interest 
charges and is offset by the change in the fair value of 
the hedged item At  December 31,2010 and 2009, w e  did 
no t  have any outstanding positions in such contracts 

Certain of our commodity derivative instruments contain 
provisions defining fair value thresholds requiring the 
posting of collateral for hedges in a liability position 
greater than such threshold amounts The thresholds are 
tiered and based o n  the individual company’s credit rating 
wi th  Moody’s, S&P and Fitch Ratings (Fitch) Higher credit 
ratings have a higher threshold requiring a lower amount 
of the outstanding liability position to be covered by 
posted collateral Conversely, lower credit ratings require 
a higher amount of the outstanding liability position to be 
covered by posted collateral If our credit ratings were to 
be downgraded, w e  may have to  post additional collateral 
on certain hedges in liability positions 
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/ / r l  rn//:/on..i Asset Liability Asset Liability 

Derivatives designated as hedging instruments 

Interest rate derivatrves 

Prepayments and other current assets s1 s5 

Other assets and deferred debits 3 14 

uerivabve liabilities, current s32 s- 
Derivabve liabilibes, long-term 7 - 

Total derivatlves designated as  hedging instruments 4 39 19 - 

__ 

Derivatives not designated as hedging instruments 

Commodity derivatives'"' 

Prepayments and other current assets 

Other assets and deferred debits 

Uerivative liabilities, current 

Uerivative liabilities, long-term 

CVO s'i" 

Other liabilities and deferred credits 

11 

4 

11 

9 

226 

268 

15 

189 

236 

15 

Fair value of derivatives not designated as hedging instruments 15 509 20 440 

Oerivative liabilities, current 1 1 

Derivative liabilities, long-term 3 4 

Total derivatives not designated as hedging instruments 15 513 20 445 

Fair value loss transition adjusnnent"' 

Total derivatives s19 $552 s39 5445 

L! Substantially all of these contracts receive regulatory treatment 
li1ITlie Parent issued 98 6 million CVOs in connection with the acquisition of Florida Progress during 2000 (See Note 15) 

In 2003, PEC recorded a S38 million pre-tax ( S 2 3  million after-tax) fair value loss transition adjustment pursuant to the adoption o f  new 
accounting guidance for derivatives The related liability is being amortized to earnings over the term of the related contracts 

The following tables present the effect of derivative 
instruments on the Consolidated Statements of 
Comprehensive Income and the Consolidated Statements 
of Income for the years ended December 31 

Derivatives Uesianated as Hedaina Instruments 

Amount of Gain or 
(Loss), Net of Tax Amount of Gain or Amount of Pre-tax 

[Loss) Recognized in Reclassified from Gain or (Loss) 
OCI, Net of Tax Accumulated OCI Recognized in Income 

on Derivabves" into Income'*" on Derivativesb' 

2010 2009 2008 2018 2009 2008 2010 2009 2008 

Commodity cash flow tlenvabves 

Interest rate derivatlves"d 

s- s1 S!2)  S - S - b  s - s - s -  
(34) 15 (35) 16) ( 6 )  (3) 3 (31 1 

T a d  q34) S16 5137) SIG) SiGi S!?i s3 S!3)  s1 

'" '  Effective portion 
+ Related IO ineffective portion and amount excluded from effectiveness testing 
' I '  Amounts iii accumulated OCI related to terminated hedges are reclassified to earnings as  the interest expense is recorded The effective 

portion of the hedges will be amortized to interest expense over the term of the related debt 
+Amounts recorded in  the Consolidated Statements of Income are classified in interest charges. 
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Derivatives Not Designated as Hedging Instrumelits 

Instrument Realized Gain or (Loss)','' liiirealized Gain or (Loss)!:. 

/ i n  rri:!ronsl 2010 7mr~ 7008 2010 7009 7008 

Commodity derivatives'." S(324) 516591 S174 S(XW ~ ( 3 8 7 )  s ( 6 w  

',"After settlement of the derivatives and the fuel  is consumed, gains or losses are passed through the fuel cost-recovery clause 
+Amounts are recorded in regulatory liabilities and assets, respectively, on the Consolidated Balance Sheets until derivatives are settled 

Amount of Gain or (Loss) Recognized 
in Income on Derivatives I 11s truin en t 

/M / r i / / / i @ / T s !  2010 2009 2008 

-- Cominoditv derrvattvesl''-_ s- s1 S(3) 

Fair value loss transition adjustment'.'' 1 2 s3 

Total SI s22 s- 

~ - . _ _ _  

- 19 CVOS'." - 

*"Amounts recorded in the Consolidated Statements of Incoine are classified in other. net 

As a part of normal business, w e  enter into various 
agreements providing financial or performance 
assurances to  third parties These agreements are 
entered into primarily to  support or enhance the 
creditworthiness otherwise attributed to a subsidiary on 
a stand-alone basis, thereby facilitating the extension 
of sufficient credit to accomplish the subsidiaries' 
intended commercial purposes Our guarantees may 
include performance obligations under power supply 
agreements, transmission agreements, gas agreements, 
fuel procurement agreements, trading operations and 
cash management Our guarantees also include standby 
letters of credit  and surety bonds. A t  December 31, 
2010, the Parent had issued $473 million of guarantees 
for future financial or performance assurance on 
behalf of its subsidiaries This includes $300 million of 
guarantees of certain payments of two  wholly owned 
indirect subsidiaries (See Note 23). We do not believe 
conditions are likely for significant performance under 
the guarantees of performance issued by or on behalf of 
affiliates To the extent liabilities are incurred as a result 
of the activities covered bythe guarantees,such liabilities 
are included on the Consolidated Balance Sheets 

Our subsidiaries provide and receive services, a t  cost, to 
and from the Parent and its subsidiaries, in  accordance 
with agreements approved by the SEC pursuant to 
Tection 13(b) of the Public lJtility Holding Company Ac t  
of 1535 The repeal of the Public Utility Holding Company 

A c t  of 1935 effective February 8, 2006, and subsequent 
regulation by the FERC did no t  change our current 
i nterc om pa ny s ervi c es. Servic es in c I u de purchasing , 
human resources, accounting, legal, transmission 
and delivery support, engineering materials, contract 
support, loaned employees payroll costs, construction 
management and other centralized administrative, 
management and support services The costs of the 
services are billed on a direct-charge basis, whenever 
possible, and on allocation factors for general costs that 
cannot be directly attributed Billings f rom affiliates are 
capitalized or expensed depending on the nature of the 
services rendered 

1 
s 
Our reportable segments are PEC and PEF, both of wh ich  
are primarily engaged in the generation, transmission, 
distribution and sale of electricity in portions of North 
Carolina and South Caiolina and in portions of Florida, 
respectively These electric operations also distribute 
and sell electricity to  other utilities, primarily on the east 
coast of the United States 

In addition to the reportable operating segments, the 
Corporate and Other segment includes the operations 
of the Parent and PESC and other miscellaneous 
nonregulated businesses that do not separately meet 
the quantitative thresholds for disclosure as separate 
re porta b I e b ti si ness s e g merits 



Products and services are sold between the various In  the following tables, capital and investment 
reportable segments All intersegment transactions are expenditures include property additions, acquisitions of 
a t  cost nuclear fuel and other cauital investments 

[in millions) 
Corporate 

PEC PEF and Other Eliminations Total 

At and fur the year ended December 31,2010 

Revenues 

Unaffiliated s4.922 s5.252 S16 s- SlU,19U 

Intersegment - 2 248 (250) - 

Total revenues 4,922 5,254 264 (250) 10,190 

Depreciation, amortization and accretion 4 IY 4Lb 15 - Yf4- - -  

Interest income 3 1 31 (28) 7 

Total interest charges, net 186 258 331 (28) 747 

income tax expense (benefit)'"' 342 267 (871 - 522 

Ongoing Earnings (loss) 618 462 (191) - 889 

Total assets 14,899 14,056 21,110 (17.011) 33,054 

Caoital and investment exoenditures 1382 991 33 (24) 2,382 

A t  and for the year ended December 31,2009 

Revcnues 

Unaffiliated 

lnterseqment 

$4,627 S5.249 s9 s- s9,885 
- 2 234 (236) - 

Total revenues 4,627 5,251 243 (236) 9,885 

Depreciation, amortization and accretion 

Interest income 

Total Interest charges, net 

lncoine tax expense (benefit)':'' 

Ongoing Earnings (loss) 

Total assets 

CaDital and investment exoenditures 

470 

5 

195 

295 

540 

13,502 

962 

502 14 - 986 

4 38 (33) 14 

231 286 (33) 679 

209 (88) - 416 

460 (154) - 846 

13,100 20,538 (15,904) 31,236 

1,532 21 (12)  2,503 

A t  and for the year ended December 31,2008 

Revenues 

Unaffiliated S4.429 S4,730 S8 s- S9.167 
Intersegment - I 36 1 (362) - 

Total revenues 4,429 4,731 369 (3621 9,167 

Depreciation, amortization and accretion 

Interest income 

Total interest charges, net 

Income tax expense (benefit)'." 

Ongoing Er?riiiiigs (loss) 

Total asse ts  

Caiiital and investment expenditures 

518 306 15 - 839 

1 2  9 33 (35) 24 

207 2 03 259 135) 639 

298 151 187) - 352 

531 383 !138) - 776 

13,165 12,47 1 17,483 (13,246! 29,373 

539 1601 33 (13) 2,560 

" '  Income tax expense (benefit! excludes the tax impact of Ongoing Farnings ad j i i s tmen ts  
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Management uses the non-GAAP financial measure 
“Ongoing Earnings” as a performance measure to 
evaluate the results of our segments and operations 
Ongoing Earnings is computed as GAAP net income 
attributable t o  controlling interests after excluding 
discontinued operations and the effects of certain 
identified gains and charges, which are considered 
Ongoing Earnings adjustments Some of the excluded 
gains and charges have occurred in more than one 
reporting period but are not considered representative of 
fundamental core earninqs Manaqement has identified 

&her income and enpense includes interest income, 
AFlJDC equity, which represents the estimated equity 
costs of capital funds necessary to finance the 
construction of new regulated assets, and other, net The 
components of other, net as shown on the accompanying 
Consolidared Statements of Income are presented below 
Nonregulated energy and delivery services include 
power protection services and mass market programs 
such as surge protection, appliance services and area 
l ight sales, and delivery, transmission and substation the following Ongoing - Earnings adjustments. CVO 
V- mark-to-market adjustments because w e  are unable 

to predict changes in their fair value and the impact 
from changes in the tax treatment of the Medicare Part 
0 subsidy because GAAP requires that the impact of 
the tax l aw  change be accounted for in the period of 
enactment rather than the affected tax year Additionally, 
management has determined that impairments, charges 
(and subsequent adjustments, if any) recognized for 
the retirement of generating tinits prior t o  the end of 
their estimated useful lives, cumulative prior period 
adjustments, ne t  valuation allowances and operating 
results of discontinued operations are not  representative 
of our ongoing operations and should be excluded in 
computing Ongoing Earnings 

Reconciliations of consolidated Ongoing Earnings to  net  
income attributable t o  controlling interests for the years 
ended December 31 follow 

/in rni!/ions/ 2010 2009 2008 

CVO mark-to-market (Note 15) - 19 - 

Impairment, net of tax benefit of 54 and S1 (6) ( 2 )  - 

Ongoing Earnings 989 S846 S776 

Plant retirement adjustment, net of tax 
benefit of S1 and S11 (1) (171 - 

Change in tax treatment of the Medicare 
Part D subsidy (Note 161 (22) - - 

Cumulative prior period adjustment 
related to certain employee life 
insurance benefits, net of tax benefit of 57 - (10) - 

Valuation allowance and related net 
operating loss carry forward - ( 3 )  

Continuing income attributable to 
noncontrolling interests, net of tax 

- 

7 4 5  

Income from continuing operations 8157 ado 778 

Discoiitinued operations, net of tax (4) ( 7 9  55 

Net income attributable to noncontrolling 
interests. net of tax (7) 14) 161 
-~ 

Net i n c m e  attributable to 
controllinq interests s856 s757 s53o 

I,n rn~iiionsl 2010 2009 2008 

Nonregulated energy and delivery 
services incoine, net SI0 S17 $17 

CVOs unrealized gain, net (Note 15) - 19 - 

Investment gains (losses), net 9 (9) (13) 

Donations (23) (20) (25) 

Other, net 4 (1) 4 

Other, net S- S6 S(17) 

21. ~~~~~~ 

W e  are subject to regulation by various federal, state 
and local authorities in the areas of air quality, water  
quality, control of toxic substances and hazardous 
and solid wastes, and other environmental matters 
We believe that w e  are in substantial compliance with 
those environmental regulations currently applicable 
to our business and operations and helieve w e  have 
all necessary permits to conduct such operations 
Environmental laws and regulations frequently change 
and the ultimate costs of compliance cannot always be 
precisely estimated 

A. Hazardous and Solid vhs te  
The provisions of the Comprehensive Environmental 
Response, Compensation and Liability A c t  of 1980, 
as amended (CERCLA), authorize the United States 
Envmnmenta l  Prorectcon Agency (EPA) to reqii ire the 
cleanup of hazardous waste sites This statute imposes 
retroactive joint and several liabilities Some states, 
including North Cerolina, South Carolina and Florida, have 
similar types of statutes W e  are periodically notified by 
regulators, including the EPA and various state agencies, 
of o u r  involvement or potential involvement i n  sites that 
may require investigabon and/or remediation There are 
presently several sites with respect t o  which w e  have 
been notified of  our potential liability by the EPA, the 
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state of North Carolina, the state of Florida, or Dotentially We measure our liability for environmental sites based 
responsible party (PRPI groups as described below in  on available evidence, including our experience in 
greater detail Various organic materials associated with investigating and remediating environmentally impaired 
the production of manufactured gas, generally referred sites Theprocessoftenrnvolvesassessing anddeveloprng 
to as coal tar, are reghlated under federal and state laws cost-sharing arrangements with other PRPs For all sites, 
PEC and PEF are each PRPs a t  several manufactured gas as assessments are developed and analyzed, w e  wil l 
plant (MGP) sites We are also currently in the process of accrue costs for the sites in O&M on the Consolidated 
assessing potential costs and exposures at  other sites Income Statements to the extent our liability is probable 
These costs are eligible for regulatory recovery through and the costs can be reasonably estimated Because the 
either base rates or cosr-recovery clauses (See Note 7) extent of environmental impact, allocation among PRPs 
Both PEC and PEF evaluate potential claims against other for all sites, remediation alternatives (which could involve 
PRPs and insurance carriers and d a n  to submit claims __- either minimal or significant efforts), and concurrence of -~ 
for cost recovery where appropriate The outcome of 
potential and pending claims cannot be predicted A 
discussion of sites by legal entity follows 

The EPA and a numberof states areconsidering additional 
i eyulatory measures that may affect management, 
treatment, marketing and disposal of coal combustion 
residues, primarily ash, from each of the Utilities' coal- 
f ired plants Revised or new laws or regulations under 
consideration may impose changes in  solid waste 
classifications or groundwater protection environmental 
controls On June 21, 2010, the EPA proposed t w o  
options for new rules to regulate coal combustion 
residues The first option would create a comprehensive 
program of federally enforceable requirements for coal 
combustion residues management and disposal as 
hazardous waste. The other option would have the EPA 
set: performance standards for coal combustion residues 
management facilities and regulate disposal of coal 
combustion residues as nonhazardous waste The EPA 
did not  identify a preferred option Under both options, 
the EPA may leave in place a regulatory exemption for 
approved beneficial uses of coal combustion residues 
that are recycled A final rule is expected in late 2011 
or 2012 Compliance plans and estimated costs to meet  
the requirements of new regulations wil l  be determined 
when any n e w  regulations are finalized We are also 
evaluating the effect on  groundwater quality from past 
and current operations, which may result in operational 
changes and additional measures under existing 
regulations These issues are also under evaluation by 
state agencies Certain regulated chemicals have been 
measured in wells near our ash ponds at  levels above 
groundwater quality standards Additional monitoring 
and investigation wil l  be conducted Detailed plans and 
cost estimates wil l  be determined if these evaluations 
reveal that corrective actions are necessary We cannot 
predict the outcome o i  this matter 

the regulatory authorities have no t  yet  reached the stage 
where a reasonable estimate of the remediation costs 
can be made, w e  cannot determine the total costs that 
may be incurred in connection with the remediation of all 
sites atthis time It is probable that current estimates will 
change and additional losses, which could be material, 
may be incurred in the future 

The following tables contain information about accruals 
for probable and estimable costs related to various 
environmental sites, which were included in other current 
liabilities and other liabilities and deferred credits on the 
Consolidated Balance Sheets 

(in millions) 

Remediation 
of Distribution 

MGP and and Substation 
Otlier Sites Transformers Total 

Balance, December 31,2009 s22 S20 S42 

Amount accrued for 
environmental loss 
contingencieslm1 8 13 21 

loss continqencies''] (10) (18) (28) 
Expenditures for environmental 

Balance, December 31, 201(rbi s20 SI5 S35 

Balance, December 31,2008 s31 s22 s53 

Amount accrued for 
environmental loss 
contlngencies'"' 13 16 3 

Expenditures for environmental 
loss contingencies'.' (12)  (15) (271 

Balance, December 31,2009"' s22 520 S42 

',"Amounts accrued and expenditures are for the years ended 
December 31 For tl ieyear ended December 31,2008, w e  accrued 
S8mil l ionfortheremediationof fvlGP and other sites andS17 million 
for the remediation of distribution and substation trznsformers 
f o r  the year ended December 31, 2003, w e  spent S3 million for 
the remediation of M G P  and other sites and $28 million for the 
remediation of distribution and substation transformers 

,b,  Expected to  he paid out over one t o  15 years 
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In addition to the Utilities' sites discussed under "PEC" 
and "PEF" below, we incurred indemnity obligations 
relaTed to certain pre-closing liabilities of divested 
subsidiaries, including certain environmental matters 
[ S e e  discussion under Guarantees in Note 22C) 

" -  _ _  
PEC has recorded a minimum estimated total remediation 
cost for all of  its remaining MGP sites based upon its 
historical experience wi th  remediation of several of its 
MGP sites The maximum amount of the ranqe for all the 

as reimbursement to the EPA of approximately $1 million 
for the EPAs past expenditures in addressing conditions 
at  the site In  2009, PEC and several of the other 
participating PRPs at the Ward site submitted a letter 
containing a good faith response to  the EPAs special 
notice letter Another group of  PRPs separately submitted 
a good faith response, which the EPA advised would be 
used to negotiate implementation of the required actions 
The other PRPs' good faith response was  subsequently 
withdrawn Discussions among representatives of 
certain PRPs, including PEC, and the EPA are ongoing 

__- Although a loss is considered probable, an agreement 
amonq the PRPs for these matters has not  been reached, may differ from current estimates, and it is probable that 

estimates will continue to change in the future 

In 2004, the EPA advised PEC that it had been identif ied 
as II PRP a t the  Ward  Transformer site located in Raleigh, 
N C (Ward) site. The EPA offered PEC and a number 
of other PRPs the opportunity to negotiate the removal 
action for the Ward site and reimbursementto the EPAfor 
the EPAs past expenditures in addressing conditions at  
the Ward site. Subsequently, PEC and other PRPs signed 
a settlement agreement, which requires the participating 
PRPs to  remediate the Ward site A t  December 31, 
2010 and December 31, 2009, PEC's recorded liability 
for the site was  approximately $5 million and $4 million, 
respectively In 2008 and 2009, PEC filed civil actions 
against PRPs seeking contribution for and recovery 
of costs incurred in remediating the Ward site, as well  
as a declaratory judgment that defendants are jointly 
and severally liable for response costs a t  the site PEC 
has settled with a number of the PRPs and is in active 
settlement negotiations with others. On March  24, 2010, 
the federal district court in which this matter is pending 
denied motions to  dismiss filed by a number of defendants, 
but granted several other motions filed by state agencies 
and successor entities The court also set a trial date for 
May  7,2012 On JtJne 15, 2010, the court entered a case 
management order and discovery is proceeding The 
outcome of these matters cannot be predicted 

In 2008, the EPA issued a Record of Decision for the 
operable unit for stream segments downstream f rom the 
Ward site (Ward O U 1 )  and advised 61 parties, including 
PEC, of their identification as PRPs for Ward O U 1  and for 
the operable unit for further investigation at  the Ward 
facility and certain adjacent areas {Ward OU2) The 
EPAs estimate for the selected remedy for Ward @ U l  is 
approximately $6 million The EPA offered PEC and the 
other PRPs the opportunity to negotiate implementation 
of a response action for Ward OUT and a remedial 
investigation and feasibility study for Ward OU2,  as well  

consequently, it is not  possible a t  this time to reasonably 
estimate the total amount of PEC's obligation, if any, for 
Ward O U 1  and Ward OU2. 

PEF 
The accruals for PEFS MGP and other sites relate to 
t w o  former MGP sites and other sites associated with 
PEF that have required, or are anticipated t o  require, 
investigation and/or remediation The maximum amount 
of the range for all the sites cannot be determined a t  
this time Actual experience may differ from current 
estimates, and it is probable that estimates will continue 
to change in the future 

PEF has received approval from the FPSC for recovery 
through the ECRC of the malority of costs associated 
with the remediation of distribution and substation 
transformers Under agreements with the Florida 
Department of Environmental Protection (FDEP), PEF 
has reviewed all distribution transformer sites and all 
substation sites for mineral oil- impacted soil caused by 
equipment integrity issues Should additional distribution 
transformer sites be identified outside of this population, 
the distribution 0&M costs will no t  be recovera ble through 
the E C R C  A t  December 31,2010 and December 31,2009, 
PEF has recorded a regulatory asset for the probable 
recovery of costs through the ECRC related to  the sites 
included under the agreement wi th  the FDEP 

5, E;;  z.;n<: l#yaii.ei !-JU&j$\: 

A t  December 31, 2010 and 2009, w e  were subject to 
various current federal, state and local environmental 
compliance laws and regulations governing air and 
water quality, resulting in capital expenditures and 
increased @&M expenses These compliance laws 
and regulations included the Clean Air Interstate Rule 
(CAIR), ihe Clean Air Visibility Rule ICAVR), the North 
Carolina Clean Smokestacks Act. enacted in June 2002 



[Clean Smokestacks Ac:i and mercury regulation PEC's To date, expenditures a t  PEFfor CAlR regulation primarily 
environmental c c l r n p l i a r ~ ~  projeers under the first phase relate to environmental compliance projects a t  Crystal 
of Clean Smokestacks Act  emizsion reductions have River Units No 4 and No 5 ( C R 4  and CR5) The CR4 
been placed in service PEF's CAlR prolects have been project was placed in service in  May  2010 and the CR5 
placed in service project was placed in service in December 2009 Under 

an agreement wi th  the FDEP, PEF will retire Crystal Rrver 
In  2008, the U S Court of Appeals for the District of Units No  1 and No 2 ( C R 1  and CR2) as coal-fired units 
Columbia ( D  C Court o f  Appeals) initially vacated the and operate emission control eqii ipment a t  CR4 and CR5 
CAlR in its entirety and subsequently remanded the C R l  and CR2 wil l  be retired after the second proposed 
rule without vacating it for the EPA to conduct further nuclear unit a t  Levy completes its f irst fuel cycle, 
proceedings consistent with the court's prior opinion On which was originally anticipated to be around 2020 As 
Auaust2~20iO.  the EPA published the proposed Transport discussed in Note 7C, PEF identified in its 2010 nuclear 

cost-recovery filing regulatory and economic conditions Rule, which is the regulatory program that will replace 
the CAlR when finalized The proposed Transport Rule 
contains n e w  emissions trading programs for nitrogen 
oxides (NOx) and sulfur dioxide (SO,) emissions as well  as 
more stringent overall emissions targets The EPA plans 
to finalize the Transport Rule in the spring of 201 1 Due to 
significantinvestments in NOx and S0,emissions controls 
and fleet modernization projects completed or under 
way, we believe both PEC and PEF are well  positioned 
to comply with the Transport Rule The outcome of the 
EPA's rulemaking cannot be predicted Because of the 
D C Court of Appeals' decision that remanded the CAIR, 
the current implementation of the CAlR continues to 
fulfill best available retrofit technology (BART) for NOx 
and S0,for BART-affected units under the CAVR Should 
this determination change as the Transport Rule is 
promulgated, CAVR compliance eventually may require 
consideration of NOx and SO, emissions in addition to 
particulate matter emissions for BART-eligible units 

In 2008, the D C Court of Appeals vacated the Clean Air 
Mercury Rule (CAMR) As a result, the EPA subsequently 
announced that it wil l develop a maximum achievable 
control technology (MACT) standard The United States 
District Court for the District of Columbia has issued an 
order requiring the EPA to issue a f inal MACT standard 
for power plants by November 16,201 1 In addition, North 
Carolina adopted a state-specific requirement The 
North Carolina mercury rule contains a requirement that 
all coal-fired units in the state install mercury controls 
by December 31, 2017, and requires compliance plan 
applications to be submitred in 2013 W e  are currently 
evaluating the impactof  these decisions The outcome of 
this matter cannot be predicted 

causing schedule shifts such that major construction 
activities are being postponed until after the NRC issues 
the Levy COL As required, PEF has advised the FDEP of 
these developments that wi l l  delay the retirement of C R 1  
and CR2 beyond the originally anticipated date We are 
currently evaluating the impacts of the Levy schedule on 
P E F's c o m p li a n c e with e nv i r o n m e n ta I reg u I a ti o n s We 
cannot predict the outcome of this matter 

The EPA is continuing to record allowance allocations 
under the CAlR NOx trading program, in some cases 
for years beyond the estimated 2011 finalization of the 
Transport Rule. The EPAs continued recording of CAIR 
NOx allowance allocations does not  guarantee that 
allowances will continue to be usable for compliance 
after a replacement rule is finalized or t.hat they will 
continue to have value in the future SO, emission 
allowances will be utilized to comply wi th  existing Clean 
Air Ac t  requirements PEF's CAlR expenses, including 
NOx allowance inventory expense, are recoverable 
through the E C R C  At  December 31,2010 and 2009, PEC 
had approximately $8 million and $13 million, respectively, 
in  SO, emission allowances and an immaterial amount 
of NOx emission allowances At  December 31, 2010 
and 2009, PEF had approximately $5 million and 
$7 million, respectively, in  S O i  emission allowances and 
approximately $28 million and $36 million, respectively, in  
NOx emission allowances 
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x 
" amounts presented below are estimates and therefore 

will likely differ frcm actual purchase amounts 
A t  December 31, 2010, the following table reflects 

In mostcases, our purchase obligation contracts contain cash  ohi'gations Other 

provisions for price adjustments, minimum purchase commitmen's the espective periods which they 
levels and other financial commitments The commitment are d u e  

/in rniiiicinsi 201 1 2012 2013 2014 2015 Thereafter Total 

Fuel','' 

Purchased power 

52,407 S2,365 S1,985 3,441 S1,224 S6.719 S16.141 

475 457 440 382 389 3,461 5,604 

Construcbon obligations'8~' 507 230 127 51 55 14 979 -- ~ 

Otlier purchase obligabons 122 72 66 41 69 697 1,067 

Total S3,511 S3,124 S2,613 3,915 S1.737 S10,891 S23,791 

',') PEF signed an engineering, procurement and construction (EPC) agreement on December 31, 2008, with Westinghouse Electric Company 
LLC and Stone & Webster, Inc for two approximately 1,100-NIW Westinghouse AP1000 nuclear units planned for construction at Levy 
Due t o  uncertainty regarding the ultimate magnitude and timing of obligations under the EPC agreement and the Levy nuclear fabrication 
contract, the table includes only the obligations related to the selected components of long lead time equipment as discussed under "Fuel 
and Purchased Power" and "Construction Obligations" 

FUEL AND PURCHASED POWER 

Through our subsidiaries, w e  have entered into various 
long-term contracts for coal, oil, gas and nuclear fuel 
as wel l  as transportation agreements for the related 
fuel Our purchases under these commitments were 
$2 890 billion, $2 921 billion and $3 078 billion for 2010, 
2009 and 2008, respectively Essentially all fuel and 
certain purchased power costs incurred by PEC and PEF 
are eligible for recovery through their respective cost- 
recovery clauses 

In December 2008, PEF entered into a nuclear fuel 
fabrication contract for the planned Levy nuclear 
units The construction schedule and startup dates 
were  subsequently revised (See discussion fol lowing 
under "Cons tr u c ti o n 0 b I i g a ti o n s " ) T h i s a p p r 0x1 mate I y 
$400 million contract (for fuel plus related core 
components), wh ich  is excluded from the previous table, 
is f o r the  period f rom 2019 through 2033, and contains exit 
pi ovisions with termination fees that vary based o n  the 
circumstance 

Both PEC and PEF have ongoing purchased power 
contracts, including renewable energy contracts, with 
certain co-generators, primarily qualified facilities 
(QFs), wi th expiration dates ranging from 2011 to 2030 
These purchased power contracts generally provide for 
capacity and energy payments or bundled capacity and 
energy payments 

PEC executed two long-term tolling agreements for the 
purchase of all of the power generated from Broad River 
LLC's Broad River facility One agreement provides for die 

purchase of approximately 500 MW of capacity through 
May  2021 with average minimum annual payments of 
approximately $24 million, primarily representing capital- 
related capacity costs The second agreement provides 
for the additional purchase of approximately 335 MW 
of capacity through February 2022 with average annual 
payments of approximately $24 million representing 
capital-related capacity costs Total purchases for both 
capacity and energy under the Broad River LLC's Broad 
River facility agreements amounted to $1 15 million, 
$46 million and $44 million in 2010, 2009 and 2008, 
respectively 

In 2007, PEC executed long-term agreements for the 
purchase of power  from Southern Power Company The 
agreements provide for f i rm unit capacity and energy 
purchases of 305 MW (ti8 percent of ne t  output) for 2010, 
310 MW (30percentof  netoutput)for201 1 and 150 MW (33 
percent of ne t  output) annually thereafter through 2019 
Estimated payments for capacity under the agreements 
are approximately $25 million for 2011 and $12 million 
annually thereafter through 2019 Total purchases for 
both capacity and energy under the agreements were 
$92 million in 2010 

P EC has various pay-for- p erforma nc e contracts wi th 
QFs, including renewable energy, for approximately 31 
MW of  f i rm capacity expiring a t  various times through 
2030 In most cases, these contracts account for 100 
percent o f  the ne t  generaring capacity of each of the 
facilities Payments for both capacity and energy are 
contingent upon the QFs' ability t o  generate Payments 
made under these contracts were  $8 million. S24 million 
and $55 million in  2010,2009 and 2008, respectively 
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PEF has f irm contracts for approximately 657 MW 
of purchased power wi th  other utilities, including a 
contract wi th  Southern Company for approximately 
424 MW (25 percent of  net output) of purchased power 
annually, which started in 2010 and extends into 2016 
A contract with Southern Company for approximately 
414 MW (12 percent of net output) of purchased power 
ended in 2010 Total purchases, for both energy and 
capacity, under agreements with other utilities amounted 
to $189 million, $149 million and $178 mill ion for2010,2009 
and 2008, respectively Minimum purchases under these 
contracts, representing capital-related capacity costs, 
are approximately $64 million, $53 million, $46 million, 
$65 million and $65 million for 2011 through 2015, 
respectively, and $24 million payable thereafter 

PEF has ongoing purchased power contracts with certain 
QFs for 682 MW of firm capacity with expiration dates 
ranging from 201 1 to 2025 Energy payments are based on 
the actual power taken under these contracts Capacity 
payments are subjectto the QFs meeting certain contract 
performance obligations In most cases, these contracts 
account for 100 percent of the net generating capacity 
of each of the facilities All ongoing commitments 
have been approved by the FPSC Total capacity 
and energy payments made under these contracts 
amounted to $469 million, $435 million and $440 million 
for 2010,2009 and 2008, respectively Min imum expected 
future capacity payments under these contracts are 
$300 million, $313 million, $309 million, $238 million and 
$244 million for 201 1 through 2015, respectively, and 
$3006 billion payable thereafter The FPSC allows the 
capacity payments to  be recovered through a capacity 
cost-recovery clause, which is similar to, and works in 
conjunction with, energy payments recovered through 
the fuel cost-recovery clause 

In  2009, PEG executed a long-term coal transportation 
agreement by combining, amending and restating 
previous agreements with Norfolk Southern Railroad This 
agreement wi l l  support PEC's coal supply needs through 
June 2020 Expected future transportation payments 
under this agreement are $223 million, $235 million, 
$224 million, $213 million and $218 million for 201 1 through 
2015, respectively, with approximately $1 322 billion 
payable thereafter Coal transportation expenses under 
these agreements w e r e  approximately $231 million 
and $283 million for 2010 and 2009, respectively PEC's 
state utility Commissions allow fuel-related costs to be 
recovered through fuel cost-recovery clauses 

PEC has entered into conditional agreements for f i rm 
pipeline transportation capacity to support PEC's gas 
supply needs Certain agreements are for thF period f rom 
M a y  201 1 through M a y  2033 The estimated total cost t o  
PEC associated with these agreements is  approximately 
$2 042 billion, approximately $426 million of which wi l l  
be classified as a capital lease Due to the conditions 
of the capital lease agreement, the capital lease wil l  
no t  be  recorded on h e  Consolidated Balance Sheets 
unti l approximately 2012 The transactions are subject 
to several conditions precedent, including various state 
regulatory approvals, the completion and commeixement  
of operation of necessary related interstate and 
intrastate natural gas pipeline system expansions and 
other contractual provisions Due to the conditions of 
these agreements, the estimated costs associated with 
these agreements are not currently included i n  fuel 
commitments or in capital lease assets or obligations 

In  April 2008, (and as amended in  February 2009), PEF 
entered into a conditional contract wi th  a pipeline entity 
for f irm pipeline transportation capacity to support 
P E R  gas supply needs for the period from April 2011 
through March 2036 The total cost to PEF associated 
with this agreement is estimated to be approximately 
$890 million. I n  addition to this contract, PEF has entered 
into additional gas transportation arrangements for the 
period from 201 1 through 2036 The total current notional 
cost of these additional agreements is estimated to be 
approximately $281 million. All of these contracts are 
subjectto conditions precedent, including the completion 
and commencement of operation of  necessary related 
interstate natural gas pipeline system expansions Due t o  
the conditions of these agreements, the estimated costs 
associated wi th  these agreements are not currently 
included in fuel commitments 

COR STR UGTt 0 N 0 B L? GAT io ?\is 
W e  have purchase obligations related to various capital 
construction projects Our total payments under these 
contracts wereS703 million,$818 million and $1 018 billion 
for 2010,2009 and 2008, respectively 

PEC has purchase obligations related to various capital 
projects including new generation and transmission 
obligations Total payments under PEC's construction- 
related contracts were 5.55.5 million, $199 million and 
$140 million for 2010, 2009 and 2008, respectively 
Payments for 2010 primarily relate t o  construction of 
generating facilities a t  our sites in Richmond County, 
N C ,  Wayne County, N C ,  and N e w  Hanover County, 
N C , as discussed in Note 76 
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PEF made payments of $63 million, $243 million and 
$1 17 million for 2010,2009 and 2008, respectively, toward 
long lead equipment and engineering related to the Levy 
EPC Additionally, PEF has other construction obligations 
related to various capital projects including new 
generation, transmission and environmental compliance 
Total payments under PEF's other construction related 
contracts were  $84 million, $376 million and $761 million 
for 2010,2009 and 2008, respectively 

The future construction obliqations presented in the 

have total remaining estimated payments and associated 
escalations of approximat.ely $1 250 billion included in 
the previously discussed $8 608 billion PEF has been in  
suspension negotiations wi th  the selected equipment 
vendors, which w e  anticipate concluding by the end of 
the first quarter of 201 1 In its April 30, 2010 nuclear cost- 
recovery filing, PEF included for rate-making purposes 
a point estimate of potential Levy disposition fees and 
charges of $50 million, subject to true-up However, the 
amount of disposition fees and charges, i f  any, cannot be 
determined until suspension negotiations are completed 

Drevious table for Progress i n e r g y  excludes the EPC W e  cannot predict the outcome of this matter _-_.___._____ ~ ~ _ _ _ ~ _  
agreement The EPC agreement includes provisions 
for termination For termination without cause, the EPC 
agreement contains exit provisions with termination 
fees, which may be significant, that vary based on the 
termination circumstances. As discussed in Note 7C in  
PEF's 2010 nuclear cost-recovery filing, PEF identified a 
schedule shif t  in the Levy project that resulted from the 
NRC's 2009 determination that certain schedule-crit ical 
work that PEF had proposed to perform within the scope 
of its Limited Work Authorization request submitted with 
the COL application will not  be authorized until the NRC 
issues the COL. Consequently, excavation and foundation 
preparation work anticipated in the initial schedule cannot 
begin until the COLis issued, resulting in a project shift of 
at least 20 months. Since then, regulatory and economic 
conditions identified i n  the 2010 nuclear cost-recovery 
filing have changed such that major construction 
activities on  the Levy project are being postponed 
until after the NRC issues the COL, expected i n  2013 if 
the current licensing schedule remains on track. We 
executed an amendmenttothe EPCagreementin2010due 
to the schedule shifts Prior to the amendment, estimated 
payments and associated escalations were $8 608 billion 
for the multi-year contract and did not assume any joint 
ownership Because w e  have executed an amendmentto 
the EPC agreement and anticipate negotiating additional 
amendments upon receipt of the COL, w e  cannot 
currently predict the timing of when  those obligations wil l  
be satisfied o r the  magnitude of any change Additionally, 
in l ight of the schedule shifts in  the Levy nuclear project, 
PEF may incur fees and charges related to the disposition 
of outstanding purchase orders on  long lead time 
equipment for the Levy nuclear project, which could be 
material In June 2010, PEF completed its long lead time 
equipment disposition analysis to minimize the impact 
associated with the schedule shift As a result of the 
analysis, PEF wil l  continue wi th  selected components of 
the long lead time equipment Work has been suspended 
o n  the remaining long lead time equipment items, which 

OTHER PURCHASE ~~~~~~~~~~~ 

W e  have various other contractual obligations primarily 
related to  PESC service contractsforoperationalservices, 
PEC service agreements related to its Richmond County, 
N C ,  Wayne County, N C ,  and N e w  Hanover County, 
N C ,  generating facilities, and PEF service agreements 
related to the Hines Energy Complex and the Bar tow 
Plant Our payments under these agreements were  
$124 million, $56 million and $110 million for 2010, 2009 
and 2008, respectively 

PEC has various other purchase obligations, including 
obligations for parts and equipment, limestone supply 
and fleet vehicles. Total purchases under these contracts 
were  $55 million, $14 million and $18 million for 2010,2009 
and 2008, respectively 

On October 1, 2010, PEC entered into long-term service 
agreements for its Richmond County, N C ,  Wayne 
County, N C , and N e w  Hanover County, N C , generating 
facilities, covering projected maintenance events for 
each fac i l i v  through 2033, 2028 and 2029, respectively 
The total cost to  PEC associated with these agreements 
is estimated to be approximately $379 million over the 
term of the agreements Expected future payments under 
these agreements are $6 million, S7 million, $11 million, 
$16 million and $36 million for 2011 through 2015, 
respectively, with approximately $303 million payable 
thereafter Total purchases under these agreements 
were not  material for 2010 

Among PEFS other purchase obligations, PEF has long- 
term service agreements for the Hines Energy Complex 
and the Bartow Plant, emission obligations and fleet 
vehicles Total payments urider these contracts were 
S35 million, S22 miiiion and $58 million for 2010, 2OG9 
and 2008. respectively Future obligations are primarily 
comprised of the lofig term service agreements 



building for wh ich  minimum annual rental payments are 
W e  lease O f f i c e  buiidingsl comp'Jter vehicles~ approximately $7 million The lease term expires July 

2035 and provides for no rental payments during the last and Other properti/ and equipment with 

and expiration dates rental payments for 

contingent rentals based on mileage These contingent 
rentals are not significant Our rent expense under 
operating leases totaled $39 million, $37 million and 
$38 million for 2010, 2009 and 2008, respectively Our 
purchased power expense under agreements classified 
as operating leases was  approximately $61 million, 
$ 1 1  million anu -11 i i i  26tft;-28ft4arrd-2fleB, 
respectively 

15 years of the lease, during which period $53 million 

Statements of 

equipment minimum rentals Plus of rental expense will be recorded In the Consolidated 

... 

Assets recorded under capital leases, including plant 
related to purchased power agreements, a t  December31 
consisted of 

(in rnillioncl 2010 20w 

Buildings S267 S267 

Less Accumulated amortization (46) (37) 
Total sa1 5230 

Consistent with the ratemaking treatment for capital 
leases, capital lease expenses are charged to the same 
accounts tha twou ld  he used if the leases were operating 
leases Thus, our capital lease expense is generally 
included in O&M or purchased power expense Our 
capital lease expense totaled $25 million, $26 million and 
$26 million for 2010,2009 and 2008, respectively 

At December 31, 2010, minimum annual payments, 
excluding executory costs such as property taxes, 
insurance and maintenance, under long-term 
noncancelable operating and capital leases were 

l n  mi!lionsl Capital Operating 

201 1 

2012 

2013 

2014 

2015 

S28 s37 
28 55 

36 80 

26 78 

25 77 
Thereafter 227 866 

Mini in um an nu a l  pay in en ts 370 1,153 

Less amount representing imputed interest (145) 

I n  2008, PEC entered into a 336-MW (100 percent of net 
output) tolling purchased power agreement, wh ich  is 
classified as an operating lease The agreement calls 
for an approximately $18 mill ion initial minimum payment 
with minimum annual payments from 2013 through 
2032 escalating at a rate of 2 5  percent, for a total of 
approximately $460 million 

I n  2009, PEG entered into a 240-MW (100 percent of net  
output) tolling purchased power agreement, which is 
classified as an operating lease The agreement calls for 
minimum annual payments of approximately $10 million 
f rom July 2012 through September 2017, for a total of 
approximately $52 million 

I n  2007, PEF entered into a 632-MW (100 percent of net  
output) tolling purchased power agreement, which 
is classified as an operating lease The agreement 
calls for minimum annual payments of approximately 
$28 million f rom June 2012 through May 2027, for a total 
of approximately $420 million 

I n  2005, PEF entered into an agreementfor a capital lease 
for a building completed during 2006 The lease term 
expires March  2047 and provides for minimum annual 
payments from 2007 through 2026 and no payments f rom 
2027 through 2047 The minimurn annual payments are 
approximately $5 million, for a total of approximately 
$103 million During the last  20 years of the lease, 
approximately $51 million of rental expense will be 
recoi  ded in the Consolidated Statements of Income 

In 2006, PEF extended the terms of a 517-MW (100 
percent of net  output) tolling agreement for purchased 
power, which is classified as a capital lease of the 
related plant, for an additional 10 years The agreement 
calls for minimum annual payments of approximately 
$21 million from April 2007 through April 2024, for a total 
of approximately $348 million 

Total S221 S1,153 The Utilities are tessoi-s o f  electric poles, streettights and 
other facilities PEC's minimum i-entals receivable under 
noncancelable leases were $1 1 million for 201 1 and none 



thereafter PEC's rents received are contingent upon 
usage and totaled $33 million, $34 million, $33 million for 
2010, 2003 and 2008, respectively PEFS rents received 
are based on a fixed minimum rental where price varies 
by type of eq i~ ipment  or contingent m a g e  and totaled 
$85 million, $84 million and $81 million for 2010, 2009 and 
2008, respectively PEF's minimum rentals receivable 
under noncancelable leases are not material for 2011 
and thereafter 

We are subject to federal, state and local regulations 
regarding environmental matters !See Note 21) 
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Pursuant to the Nuclear Waste Policy A c t  of 1982, the 
Utilities entered into contracts with the DOE under wh ich  
the DOE agreed to begin taking spent nuclear fuel by no 
later than January 31, 1998 All similarly situated utilities 

- #u"L:- _ _ I  Y', ce<: 

agreements providing future financial or performance 
assurances to third parties Such agreements include 
guarantees, standby letters of credit and surety bonds 
A t  December 31, 2010, w e  do not believe conditions 
are likely for significant performance under these 
guarantees To the extent liabilities are incurred as a 
result of the activities covered by the guarantees, such 
liabilities are included in the accompanying Consolidated 
Balance Sheets 

A t  December 31, 2010, w e  have issued guarantees and 
indemnifications of and for certain asset performance, 
legal, tax and environmental matters to third parties, 
including indemnifications made in  connection with 
sales of businesses A t  December31,2010, our estimated 
maximum exposure for guarantees and indemnifications 
for which a maximum exposure is determinable was  
$307 million Related to the sales of businesses, the 
latest specified notice period extends unti l 2013 for the 
majority of legal, tax and environmental matters provided 
for in the indemnification provisions Indemnifications 
for the performance of assets extend to 2016. For certain 
matters for which w e  receive timely notice, our indemnity 
obligations may extend beyond the notice period Certain 
indemnifications haveno limitations as totime or maximum 
potential future payments. At  December 31, 2010 and 
2009, w e  had recorded liabilities related to guarantees 
and indemnifications to third parties of approximately 
$31 million and $34 million, respectively During the year 
ended December31,2010, our accruals and expenditures 
related to guarantees and indemnifications were not  
material As current estimates change, additional losses 
related to guarantees and indemnifications to third 
parties, which could be material, may be recorded in the 
future 

In addition, the Parent has issued $300 million in 
guarantees for certain payments of two wholly owned 
indirect subsidiaries ( S e e  Note 23i 

The DOE failed to begin taking spent nuclear fuel  by 
January 31, 1998 In January 2004, the Utilities filed a 
complaint in the United States Court of Federal Claims 
against the DOE, claiming that the DOE breached the 
Standard Contract for Disposal of Spent Nuclear Fuel 
by failing to accept spent nuclear fuel from our various 
facilities on or before January 31, 1998 Approximately 60 
cases involving the government's actions in connection 
with spent nuclear fuel are currently pending i n  the Court 
of Federal Claims The Utilities have asserted nearly 
$9 1 mi I I ion i n d a ma g es inc u rred betwe en J a nu a ry 3 1,1998, 
and December 31,2005, the time period set by the court 
for damages in this case The Utilities may file subsequent 
damage claims as they incur additional costs 

In 2008, the Utrlities received a ruling from the United 
States Court of Federal Claims awarding $83 million in the 
claim against the DOE for failure to abide by a contract 
for federal disposition of spent nuclear fuel A request for 
reconsideration filed by the United States Department of 
Justice resulted in  an immaterial reduction of the award 
Substantially all of the award relates to costs incurred 
by PEG On August 15, 2008, the Department of Justice 
appealed the United States Court of Federal Claims ruling 
to the D C Court of Appeals On July 21, 2009, the D C 
Court of Appeals vacated and remanded the calculation 
of damages back to the Trral Court but affirmed the portion 
of damages awarded that were directed to  overhead 
costs and other indirect expenses The Department of 
Justice requested a rehearing en banc but the D C Court 
of Appeals denied the motion on November 3,2009 In the 
event that the Utilities recover damages in this matter, 
such recovery wil l  primarily offset capital assets and 
therefore is not  expected t o  have a material impact on 
the Utilities' results of operations However, the Utilities 
cannot predict the outcome of rhis matter 



Carolina Global Case for lack of personal jurisdiction over 
Global In the alternative, Global requested that the court 
decline to exercise i ts discretion to hear the Progress 
Affiliates’ declaratory judgment action On August 7, 
2003, the Wake County Superior Court denied Global‘s 
motion to dismiss. but stayed the North Carolina Global 
Case, pending the outcome of the Florida Glohal Case 
The Progress Affiliates appealed the superior court’s 
order staying the case By order dated September 7, 
2004, the North Carolina Court of Appeals dismissed the 
Progress Affiliates‘ appeal Based upon the verdict in the 
Florida Global Case, we anticipate dismissal of the North 
Carolina Global Case 

On C i t o b e r  21,2009, a jury delivered a verdict in a lawsuit 
againr: Progress Energy and a number of our subsidiaries 
and affiliates arising out of an Asset Purchase Agreement 
dated as of October 19, 1999, and amended as of August 
23, 2000 (the Asset Purchase Agreement) by and among 
iJ S Global, LLC (Global), Earthco, certain affiliates of 
Earthco, EFC Synfuel LLC (which was owned indirectly 
by Progress Energy, Inc ) and certain of its affiliates, 
including Solid Energy LLC, Solid Fuel LLC, Ceredo Synfuel 
LLC, Gulf Coast Synfuel LLC (renamed Sandy River Synfuel 

h,, 

an amendment to the Asset Purchase Agreement In a 
case filed in the Circuit Court for Broward County, Fla , in  
M a r c h  2003 (the Florida Global Case), Global requested an 
unspecified amount of compensatory damages, as wel l  
as declaratory relief Global asserted ( 1 )  that pursuant 
ro the Asset Purchase Agreement, it was  entitled to an 
interest. in t w o  synthetic fuels facilities previously owned 
by the Progress Affiliates and an option to purchase 
additional interests in the t w o  syntheticfuelsfacilities and 
(2) that i t w a s  entitled to  damages because the Progress 
Affi l iates prohibited it from procuring purchasers for the 
synthetic fuels facilities As a result of the expiration of 
the Section 29 tax credit program on December 31,2007, 
all of  our synthetic fuels businesses were abandoned 
and w e  reclassified our synthetic fuels businesses as 
discontinued operations 

The jury awarded Global $78 million. On October 23,2009, 
Global filed a motion to assess prejudgment interest on 
the award On November 20,2009, the court granted the 
motion and assessed $55 million in prejudgment interest 
and entered judgment i n  favor of Global in a total amount 
of $133 million During the year ended December 31, 
2009, w e  recorded an aft,er-tax charge of $74 million to 
discontinued operations In  December 2009, we made a 
$154 million payment, which represents payment of the 
total judgment and a required premium equivalent to t w o  
years of interest, to the Broward County Clerk of Court 
bond account O n  December 17, 2010, w e  filed our initial 
appellate brief W e  cannot predict the outcome of this 
matter 

In  a second suit filed in the Superior Court for Wake 
County, N C , Progress Sy/ifue/ Holdmgs, //IC et a/ U S  
G/G/x!, iic’(the North Carolina Global Case), the Progress 
Affiliates seek declaratory relief consistent with our 
Interpretation of the Asset Purchase Agreement Global 
was  served with the North Carolina Global Case on 
April 17,2?03 

NOTICE OF i f iOMT10N 

On April 29,2009, the EPA issued a notice of violation and 
opportunity to show cause with respectto a 16,000-gallon 
oil spill at one of PEC’s substations in  2007 The notice 
of violation did not  include specified sanctions sought 
Subsequently, the EPA notified PEC that the agency was  
seeking monetary sanctions that are de miiiimus t o  our 
results of operations or financial condition PEC has 
entered into consent agreements with the EPA resolving 
all issues and requiring de minimus payment of penalties 
and performance 

FlOR!DA PJUCLEAR CGST RECOVEW’i‘ 

O n  February 8, 2010, a lawsuit was filed against PEF in 
state circuit court in Sumter County, Fla , alleging that the 
Florida nuclear cost-recovery statute (Section 366 93, 
Florida Statutes) violates the Florida Constitution, and 
seeking a refund of all monies collected by PEF pursuant 
to that statute with interest The cornplaint also requests 
that the court grant class action status to  the plaintiffs 
OnApril6,2010, PEFfiled a motiontodismissthecomplaint 
The trial judge issued an order on May3,2010, dismissing 
the complaint The plaintiffs filed an amended complaint 
on June 1,2010 PEF believes the lawsuit is without merit 
and filed a motion to dismiss the amended complaint on 
July 12, 2010 On October 1, 2010, the plaintiffs filed an 
appeal of the trial court’s order dismissing the cornplaint 
Initial and reply briefs have been filed by the appellants 
and PEF The appellants filed their response brief on 
January 25, 2011 We cannot predict the outcome of 
this matter 



The Subordinated Notes may be redeemed atthe option of 
Funding Corp at  par value plus accrued interest through 
the redemption date The proceeds of any redemption 
of the Subordinated Notes wil l he used by the Trust to 
redeem proportional amounts of the Preferred Securities 
and common securines in accordance wi th  their terms 
Upon liquidation or dissolution of Funding Corp, holders 
of the Preferred Securities would be entitled to the 
liquidation preference of $25 per share plus all accrued 
and unpaid dividends thereon to the date of payment 
The annual interest expense related to the Subordinated 
Notes is ref lected in the Consolidated Statements of 
Income 

We are involved in various litigation matters inthe ordinary 
course of business, some of  which invcIv6 substantial 
amounts Where appropriate, we have made accruals 
and disclosures t o  provide for such matters In  the 
opinion of management, the final disposition of pending 
litigation would not liave a material adverse effect on our 
consolidated results of operations or financial position 

-- - - ~ - _ _  
Presented below are the Condensed Consolidating 
Statements of Income, Balance Sheets and Cash Flows 
as required by Rule 3-10 of Regulation S-X In  September 
2005, w e  issued our guarantee of certain payments of 
t w o  wholly owned indirect subsidiaries, FPC Capital I (the 
Trust) and Florida Progress Funding Corporatlon (Funding 
Corp ) Our guarantees are in addition to the previously 
issued guarantees of our wholly owned subsidiary, 
Florida Progress 

The Trust, a finance Subsidiary, was established in  1999 
for the sole purpose of issuing $300 million of 7 10% 
Cumulative Quarterly Income Preferred Securit ies 
due 2039, Series A (Preferred Securities) and using 
the proceeds thereof t o  purchase from Funding Corp 
$300 million of 7 10% Junior Subordinated Oeferrable 
Interest Notes due 2039 (Subordinated Notes) The 
Trust has no other operations and its sole assets are 
the Subordinated Notes and Notes Guarantee (as 
discussed below) Funding Corp is a wholly owned 
subsidiary of Florida Progress and was formed for the 
sole purpose of providing financing to Florida Progress 
and its subsidiaries Funding Corp does not engage in  
business activities other than such financing and has 
no independent operations Since 1999, Florida Progress 
has fully and unconditionally guaranteed the obligations 
of Funding Corp tinder the Subordinated Notes In  
addition, Florida Progress guaranteed the payment of all 
distributions related to the Preferred Securities required 
to be made by the Trust, but only to the extent that the 
Trust has funds available for siich distributions (the 
Preferred Securities Guarantee) The two guarantees 
considered together constitute a full and unconditional 
guarantee by Florida Progress of the Trust's obligations 
under the Preferred Securities The Preferred Securities 
and the Preferred Securities Guarantee are listed on rhe 
N e w  York Stock Exchange 

We have guaranteed the payment of all distributions 
related to theTrust's Preferred Securities At December31, 
2010, the Trust had outstanding 12 million shares of 
the Preferred Securities with a liquidation value of 
$300 million Our guarantees are joint and several,full and 
unconditional, and are in addition to the joint and several, 
full and unconditional guarantees previously issued to 
the Trust and Funding Corp by Florida Progress Our 
subsidiaries have provisions restricting the payment of 
dividends to the Parent in certain limited circumstances, 
and as disclosed in  Note 116, there were no restrictions 
on PEC's or PEF's retained earnings 

The Trust is a variable-interest entity of wh ich  w e  are not 
the primary beneficiary Separate fi na n c i a I state me nts 
and other disclosures concerning the Trust have not  been 
presented because w e  believe that such information is 
no t  material to investors 

In  these condensed consolidating statements, the Parent 
column includes the financial results of the parent holding 
company only The Subsidiary Guarantor column includes 
the consolidated financial results of Florida Progress 
only, which IS primarily comprlsed of its wholly owned 
subsidiary PEF The Non-Guarantor Subsidiaries column 
includes the consolidated financial results of all non- 
guarantorsubsidiaries,which is primarilycamprised ofour 
wholly owned subsidiary PEC The Other column includes 
elimination entries for a l l  intercompany transactions and 
other consolidation adjustments All applicable corporate 
expenses have been allocated appropriately among the 
g u a r a nto r a n d no n - g II a r a n to r s u b s I d i a r i e s The fin an c i a I 
information may not  necessarily be indicative of results 
of  operations or  financial position had the subsidiary 
g u a r a nro r or 0th er n on - g u a ra nto r s ii bs i d i a ri es o per a t e  d 
as independent entities 
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Year ended December 31,?010 
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Subsidiary Non-Guarantor Progress 
Parent Guarantor Subsidiaries Other Energy, Inc. 

Operating revenues 

Ci per a tin CJ r even 11 es 

Affiliate revenues 

s- S5,268 S4.922 s- S10.190 

248 (248) - - - 

Total operating revenues - 5.268 5,170 (2481 10,190 

Operating expenses 
Tuel used  in electric generation - 1,614 1,686 - 3,300 

Purchased power - 977 302 - 1,279 

UperaDflil ana maintenance 

Depreciation, arnorttzabon and accretion - 426 494 - 920 

Taxes other than on income - 362 225 (7) 580 

Other 17 13 30 

A I? 0 7 ,  I ”Jii I,J’tJ \LJ1 I 
- ~ _ _ _ _ _  

- - 

Total operating expenses 7 4,308 4,065 (244) 8, 136 

Operatinq (loss) income (7) 960 1,105 (4) 2,054 

Other income (expense) 

Interest income 7 2 5 (7) 7 

Allowance for equity funds used during construction - 28 64 - 92 

Other, net (1) 1 13) 3 

Total other income, net 6 31 66 (4) 99 

- 

Interest charges 

Interest charges 282 293 21 1 (7) 779 

Allowance for borrowed funds used during construction (13) (19) (32) 

Total interest charges, net 282 280 192 (7 1 747 

- - 

(Loss) income from continuing operations before 
income tax and equity in earnings of consolidated subsidiaries (283) 711 979 (1) 1,406 

Income tax (benefit) expense (111) 267 378 5 539 

Equity in earnings of consolidated subsidiaries 1,027 - - (1,027) - 

Income from continuing operations 

Discontinued operations, net of tax 

855 444 601 (1,033) 867 

1 (1)  (4) (4) - 

Net income 856 443 597 (1,033) 863 

Net (income) loss attributable to noncontrolling interests, net of tax (4) 1 (4) (7) - 

Net income attributable to controlling interests $356 SA39 5598 31,037) 5856 
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Year eritied December 31, 2009 
I!n n;i/!!.jnsj 

Progress 
Parent Guarantor Subsidiaries Other Energy, Inc. 

Subsidiary Non-Guarantor 

Operating revenues 

Operating revenues 

Affiliate revenues 

s- S5.259 S4,626 s- S9,885 

- - 235 (235) - 
Total operating revenues - 5,259 4,861 (235) 9,885 

Operating expenses 

Fuel used in electric generation 

Purchased power 

- 2,072 1,680 - 3,752 

- 682 229 - 91 1 

Depreciation, amortization and accretion 

Taxes other than on income 

- 502 484 - 986 

- 347 216 (61 557 
Other - 13 - - 13 

Total operating expenses 8 4,455 3,878 (228) 8,113 

O~eratinu (loss) income (8) 804 983 (7) 1,772 
_- ___ 

Other income (expense) 

liltcrest income 10 5 9 (10) 14 

Allowance for equity funds used during construction - 91 33 - 124 

Total other income, net 28 102 20 (6) 144 

Otlier, net 18 6 (22) 4 6 

Interest charges 

Interest charges 233 280 21 5 (10) 718 

Allowance for borrowed funds used during construction (27) (12) (39) - - 

Total interest charges, net 233 2 53 203 (10) 679 

(Loss) income from continuing operations before 
income tax and equity in earnings of consolidated subsidiaries (213) 653 800 (3) 1,237 

Income tax (benefit) expense (93) 200 286 4 397 

Eauity in earnings of consolidated subsidiaries 87 5 - - (875) - 

Income from continuing operations 

Discontinued operations, net of tax 

755 453 514 (882) 840 

2 (43) (38) - (79) 

Net income 757 410 476 (882) 76 1 
- Net (income) loss attributable to noncontrolling interests, net of tax (3) 2 (3) (4) 

Net income attributable to controlling interests s757 s407 S478 S(885) s757 
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'Year eiitied December 31; ?!IO8 
/,,q ,;;!":yn.:] 

Subsidiary Non-Guarantor Progress 
Parent Guarantor Subsidiaries Other Energy, Inc. 

Operating revenues 

Operating revenues S- S4,738 3,429 S- S9,167 
- - Affiliate revenues 361 (361) - 

Total operating revenues - 4,738 4,790 (361) 9,167 

Operating expenses 

rue1 used in electric generation - 1,675 1,346 - 3,021 

Purchased power - 953 346 - 1,299 

uperation and inainienance 5 "13  I,JLtV \ J * L I  e 
Depreciation, arnorbzatron and accretion 306 533 839 

- 508 Taxes other than on income 309 207 (8) 

(3) Other 1 14) 

0 ,I"" ,,I*?, 

- - 

- - 

Total operating expenses 3 4,057 3,774 (350) 7,484 

Operating (loss) income (3) 681 1,016 (11) 1,683 

Other income (expense) 

Interest income 11 9 16 (12) 24 

Allowance for equity funds used during construction 95 27 122 

Other, net (18) (4) 5 (17) 

Total other income, net 11 86 39 (7) 129 

- - 

- 

Interest charges 

Intcrcst charges 201 263 221 (12) 679 

Allowance for borrowed funds used durinu construction (28) 112) 140) - - 

Total interest charges, net 201 235 215 (12) 639 

(loss) income from continuing operations before 
income tax and equity in earnings of consolidated 
subsidiaries 

Income tax (benefit) expense (85) 172 306 2 395 
- - Eouitv in earninos of consolidated subsidiaries 94 1 1941 I - 

Income from continuing operations 833 360 534 (949) 778 
- Discontinued operations, nef of tax (3) 61 - 58 

Net income 830 421 534 (949) 836 

Net income attributable to noncontrolling interests, net of tax (6) - - - (6) 
Net income attributable to controlling interests S630 S415 s534 S(949) 5830 
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December 31,2010 Subsidiary Non-Guarantor Progress 
/,n m/!!/nns/ Parent Guarantor Subsidiaries Other Energy. Inc 

ASSETS 

Utility plant, net s- S10,189 S10.96 1 s90 s21,740 

Cash and cash equivalents 110 270 231 - 611 

Receivables, net - 497 536 - 1,033 

Notes receivable from affiliated companies 14 48 115 (177) 
Regulatory assets - 105 71 - 176 

Current assets 

- -  A" 1 1  ueriv' -tau - , Lt" Lt -4 ___ 

Income taxes receivable 

Prepayments and other current assets 

14 1 9 (53) 52 

16 750 894 (220) 1,440 

Total current assets 154 1,811 1,961 (450) 3,476 
__. - ~ ~ 

Deferred debits and other assets 

Investment in consolidated subsidiaries 

Regulatory assets 

Goodwill 

Nuclear decommissioning trust funds 

Odier assets and deferred debits 

14,316 - - (14,316) - 

- 1,387 987 - 2.374 

- - - 3,655 3,655 

- 554 1,017 - 1,571 

75 238 894 (469) 738 

Total deferred debits and other assets 14,391 2,179 2,898 (11,130) 8,338 

Total assets S14.545 514,179 S15,820 S(11.490) S33,054 

CAPITALIZATION AND LIABILITIES 

Equity 

Common stock equity S10,023 s4,957 55,686 S( 10,643) S10.023 

Noncontrolling interests 4 4 

Total equity 10,023 4,961 5,686 (10,643) 10,027 

Preferred stock of subsidiaries - 34 59 - 93 

Long-terin debt affiliate - 309 - (36) 273 

Long-term debt, net 3,989 4,182 3,693 - 1 1,864 

- - - 

Total capitalization 14,012 9,486 9,438 (10,679) 22.257 

Current liabilities 

Current portion of long-term debt 205 300 - - 505 

Notes payable to affiliated companies - 175 3 (178) - 

Derivative liabilities 18 188 53 - 259 

Other current liabilities 2 78 1,002 1,184 1273) 2,191 
~ 

Total current liabilities 50 1 1,665 1,240 14511 2,955 

Deferred credits and other liabilities 

Noncurrent income tax liabilities 3 528 1,608 (443) 1,696 
Regulatory liabilities - 1,084 1,461 90 2,635 

Other liabilihes and deferred credits 29 1,416 2,073 '7) 3,511 

Total deferred credits and other liabilities 32 3,028 5,142 (360) 7,842 

Total capitalization and liabilities S 14,545 S14,179 S15,820 S!11,4901 S33,054 



December 31, 2005 
/ io rniiiicinsi 

Subsidiary Rlon-Guarantor Progress 
Parent Guarantor Subsidiaries Other Enerqv, Inc 

ASSETS 

Utility plant, net s- s5,733 S5.886 SI14 S19,733 

Current assets 
Cash and cash equivalents 606 1 2  47 - 125 

Receivables, net - 358 442 - 800 

Notes receivable from affiliated companies 

Regulatory assets 

30 46 303 (3751 - 

- 54 88 - 142 
n 7 uet r l n  

UII 4 
Income taxes receivable 5 57 50 (71 145 

Prepayments and other cirrrent assets 14 800 935 (176) 1,573 

Total current assets 655 1,566 1.872 / % 2 )  3,531 

Deferred debits and other assets 

investment in consolidated subsidiaries 

Regulatory assets 

Goodwill 

13,348 - - (13,348) - 

- 1,307 873 (1)  2,179 
- - - 3,655 3,655 

Nuclear decommissioning trust funds - 496 87 1 - 1,367 

Other assets and deferred debits 166 202 923 (520) 77 1 

Total deferred debits and other assets 13,514 2,005 2,667 (10,214) 7,972 

Total assets 514,169 S13,304 S14,425 S(10,662) S31,236 

CAPITALIZATION AND LIABILITIES 

Equity 

Common stock equity 

Noncontrolling interests 

59,449 S4,590 S5,085 S(9.675) 59,449 
- - 3 3 6 

Total equity 9,449 4,593 5,088 (9,675) 9,455 

Preferred stock of subsidiaries - 34 59 - 93 

Long-term debt, affiliate 

Lonq-term debt. net 

- 309 115 1152) 272 

4,193 3,883 3,703 - 11,779 

Total capitalization 13,642 8,8 19 8,965 (9,827) 21,599 

Current liabilities 

Current portion of long-term debt 100 300 6 - 406 

Short-term debt 

Notes payable to affiliated companies 

Derivative liabilities 

- - - 140 140 

- 376 3 (3791 - 

- 161 29 - 190 

Odier current liabilities 26 1 54 1 902 (182) 1,922 

Total current liabilities 50 1 1,778 540 (5611 2,658 

Deferred credits and other liabilities 

Noncurrent income tax liabilities 

Regulatory liabilities 

Other liabilities and deferred credits 

- 320 1,253 (382) 1,196 

- 1.103 1,293 114 2,510 

26 1,284 1.969 !6! 3,273 

Total deferred credits and other liabilities 26 2,707 4,520 (2741 6,575 

Total capitalization and liabilities S14 165 ~13,304 s14,425 S(106621 S3 1,236 
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Year ended Deceinber 31 ?01G Subsidiary Non-Guarantor Progress 
l 'q  m$f:oii3/ Parent Guarantor Subsidiaries Other Energy, Inc 

Net cash provided by operatinq activities S16 S1.181 S1.562 S(222) s2,537 

Investing activities 

Gross property additions 

Nuclear fuel additions 

Purchases of available-for sale securities and 

Proceeds from available-for-sale securitiec and 

0th er investments - (6,391 1 1618) - (7,009) 

other investments - 6,395 595 - 6.990 

Changes in advances to affiliated companies 15 ( 2 )  188 (2011 - 
Return of investment in consolidated subsidiaries 54 - - (541 
Contributions i o  consolidated subsidiaries 

Other investinq activities 

Net cash provided (used) by investing activities 1 1  (990) (1,246) (175) (2.4001 

Fiiiancing activities 
Issuance of common stock, net 434 - - - 434 

Dividends paid on common stock (717) - - - (717) 

Uividends paid to parent - (102) (100) 202 - 

Dividends paid i o  parent in excess of retained earnings - - (54) 54 - 

Net decrease in short-term debt (140) - - - ( 140) 

Proceeds from issuance of long-term debt net - 59 1 - - 59 1 
Retirement of long-term debt (100) (300) - - 1400) 

Cash distributions to noncontrolling interest (3) (3) (6) - - 

Changes in advances from affiliated companies - (201) - 201 - 
Contributions from parent - 33 152 (185) - 
Other financing activities - ( 1 1 )  ( 130) 128 113) 

Net cash (used) provided by financing activities (523) 7 (132) 397 (251 1 
Net (decrease) increase in cash and cash equivalents (496) 198 184 - (114) 
Cash and cash equivalents at beginning of year 606 7 2  47 - 125 

Cash and cash equivalents at end of year SllO S270 S231 s- S611 
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Year ended December 71.2009 Subsidiary Mon-Guarantor Progress 
/ in rn/!'rom/ Parent Guarantor Subsidiaries Other Energy, Inc 

Net cash provided by operating activities S108 S1,079 S1,282 S(198) S2,271 

Investing activities 

Gross property additions 

Nuclear fuel additions 

Proceeds from sales of assets to  affiliated companies - - 11 111) - 

Purchases of available-for-sale securities and other investments - 11,548) 18021 - (2.350) 

Proceeds from available-for sale securities and other investments - 1,558 756 - 2,314 

Return of investment in consolidated subsidiaries 12 - - (12) - 

Contributions to consolidated subsidiaries (688) - - 688 - 

Other invesbng acbvities - - ( 1 )  - (1) 

Met cash used by investing activities (672) (151 9) (1,188) 847 (2,532) 

1 , 7 7 1  
LII e b  t \ L I  I I J L i  -- - 
Financing activities 

Issuance of common stock, net 

flividends paid on common stock 

Dividends paid to parent 

Dividends paid to parent in excess of retained earnings 

Payments of short-term debt with original maturities greater than 

Net decrease in short-term debt 

Proceeds from issuance of long-terin debt, net 

Retirement of long-term debt 

Cash distributions to noncontrolling interests 

Changes in advances from affiliated companies 

Contributions from parent 

Other financino activities 

90 days 

806 -- Met cash provided (used) by financing activities 1,082 439 (66) (649) -_ 
Net increase (decrease) in cash and cash equivalents 518 11) 28 - 515 

Cash and cash equivalents at beginning of year 88 73 19 - 180 

Cash and cash equivalents at end of year S606 S72 3 7  s- S725 



Subsidiary Non-Guarantor Progress 
Parent Guarantor Subsidiaries Other Enerav, Inc 

Net cash (used) provided by operating activities S(9Gi s22 1 51,114 Si271 51,218 

Investing activities 

Gross property additions - (1,5531 1704\ 14 12,3331 

Nuclear fuel additions - 143) 1179) - (222) 
Proceeds from sales of assets to affiliated companies - 12 - 112) - 

Purchases of available-for-sale securities and other mvestinents 17) 1783) 18001 - 1 1,590) 

Proceeds froin available-for-sale securities and odier investments - 788 7 46 - 1,534 
1 7 1  1 nF. 9 i.=L-.--.----= 

Return of investment in consolidated subsidiaries 20 10 - (30) - 

Contribubons to consolidated subsidiaries (101) - - 101 - 

Other invesbno acbvities - 57 13 - 70 

0,. bll 

(2,541) - Net cash provided (used) by investing activities 35 (1.407) (1,006) (163) 

Financing activities 

Issuance of coinmon stock, net 

Dividends paid on coinmon stock 

Uividends paid to parent 

Dividends paid to parent in excess of retained earnings 

Payinents of short-term debt with original maturities greater than 

Proceeds from issuaiice of short-term debt with original maturities 

Net increase in short-term debt 

Proceeds froin issuance of long-term debt net 

Retirement of long-twin debt 

Cash distributions to noncontrolling interests 

Changes in advances from affiliated companies 

Contributions from parent 

Other financing activities 

90 days 

greater than 90 days 

Net cash (used) provided by financing activities (42) 1,216 (116) 190 1,248 

Net (decrease) increase in  cash and cash equivalents (97) 30 ( 8 )  - (75) 

Cash and cash equivalents at beginning of year 185 43 21 - 255 

Cash and cash equivalents at end of year S88 573 s19 s- si80 
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-~ ~ 

(in millions exceppt per share dapta) First Second Third Fourth 

2010 

Operating revenues 

Operating income 

Income from continuing operations 

Net income 

s2,535 s2312 s2,w S2,321 

494 440 753 367 

191 181 365 130 

190 180 365 128 

Net income attributable to controlling interests 190 180 361 125 

Common stock data 
-- 

Basic and diluted earnings per common share 

Income from continuing operations attributable to 
controlling interests, net of tax 0.67 0.62 1.23 0.43 

Net income attributable to controlling interests 0.67 0.62 123 0.42 

Dividends declared per common share 0 620 0.620 0.620 0.620 

Market price per share 

High 

low 
41.35 40.69 44.82 45.61 

37.04 37.13 38.96 43.08 

2009 

Operating revenues 

Operating income 

Income from continuing operations 

Net income 

Net income attributable to controlling interests 

Common stock data 

Basic and diluted earnings per common sliare 

Income from continuing operations attributable to 

Net income attributable to coiitrolling interests 

controlling interests, net of tax 

Dividends declared per common share 

Market price per share 

High 

I ow 

S2,442 

393 

183 

183 

182 

0 66 

0 66 

0 620 

40 85 

31 35 

$2,312 

379 

175 

174 

174 

0 62 
e 62 

0 620 

38 20 

33 50 

S2,824 

676 

350 

248 

247 

124 

0 88 

0 620 

40 05 

35 97 

S2,307 

324 

132 

156 

154 

0 46 

0 55 

0 620 

42 20 

36 67 

In the opinion of management, all adjustments necessary 
to fairly present amounts shown for interim periods have 
been made Results of operations for an interim period 
may not  give a true indication of results for the year 
Typically, weather conditions in our service territories 
directly influence the demand for electricity and affect 
the price of energy commodities necessary to provide 
electricity to our customers As a result, our overall 
operating results may fluctuate SUbStantially on a 
seasonal basis 

I n  the third quarter of 2009, w e  recognized $102 mill ion 
of expense from discontinued operations attributable to  
controll ing interests, net of tax, primarily related to  a jury 
delivering a verdict in  a lawsuit against Progress Energy 
and a number of our subsidiaries and affiliates previously 
engaged in coal-based solid synthetic fuels operations. 
I n  the fourth quarter of 2009, we recognized $25 million of 
earnings from discontinued operations primarily related 
to the tax benefits associated wi th  the payment of the 
judgment See Note 22D for additional information 



Ouring the fourth quarter of 2009, w e  recorded a 
cumulative prior period adjustment related to certain 
employee life insurance benefits The impact of this 
zdjustment decreased total other income, net, by 
$17 million and decreased net income attributable to 
controlling interests by SI0 million The prior period 
adjustment is not  material t o  2009 or previously issued 
financial statements 

Consummation of the Merger is subject to customary 
conditions, including, among others things, approval 
of the shareholders of each company, expiration or 
termination of the applicable Hart-Scott-Rodino Ac t  
waiting period, and receipt of approvals, to the extent 
required, from the FERC, the Federal Communications 
Cornmission, the NRC, the NCUC, the Kentucky Public 
Service Commission, the SCPSC, the FPSC, the Indiana 
Utility Regulatory Commission, and the Ohio Public 
Uti I i t ies Go mmiss i o n 

The Meraer Aareement includes certain restrictions, * c1 -- 
On January 8, 2011, Duke Energy and Progress Energy limitations and  prohibitions as to actions we may or 
entered into an Agreement and Plan of Merger (the 
Merger Agreement) Pursuant to the Merger  Agreement, 
Progress Energy wi l l  be acquired by Duke Energy in a 
stock-for-stock transaction (the Merger) and continue as 
a wholly owned subsidiary of Duke Energy 

Under the terms of the Merger Agreement, each share 
of Progress Energy common stock will be cancelled 
and converted into the right to receive 2 6125 shares of 
Duke Energy common stock Each outstanding option 
to acquire, and each outstanding equity award relating 
to, one share of Progress Energy common stock will be 
converted into an option to acquire, or an equity award 
relating to, 2 6125 shares of Duke Energy common stock 
The Merger Agreement contemplates a reverse stock 
split of Duke Energy stock, effective immediately prior to 
the Merger The board of directors of Duke Energy has 
approved a reverse stock split, at a ratio of I- for-2 or 
1-for-3, to be determined bythe board of directors of Duke 
Energy after consultation with Progress Energy, which is 
subject t o  approval by the shareholders of Duke Energy 
and would be effective prior to the Merger Accordingly, 
the 2 6125 exchange ratio for Progress Energy common 
shares, options and equity awards will be adjusted based 
on Duke Energy's reverse stock split 

The combined company, to be called Duke Energy, wi l l  
have an 18-member board of directors The board wil l  be 
comprised of, subject to their ability and willingness to 
serve, all 11  current directors of Duke Energy and seven 
current directors of Progress Energy At the time of the 
Merger, Wil l iam D Johnson, Chairman, President and 
C E O  of Progress Energy, wi l l  be President and CEO of 
Duke Energy and James E Rogers, Chairman, President 
and CEO of Duke Energy, wi l l  be the Executive Chairman 
of the board of directors of Duke Energy, subject to their 
ability and willingness to  serve 

may no t  take in the period prior to consummation of the 
Merger Among other restrictions, the Merger  Agreement 
limits our total capital spending, limits the extent to 
which w e  can obtain financing through long-term debt 
and equity, and w e  may not, without the prior approval 
of Duke Energy, increase our quarterly common stock 
dividend of $0 62 per share 

Certain substantial changes in ownership of Progress 
Energy, including the Merger, can impact the timing of the 
utilization of tax credit carry forwards and ne t  operating 
loss carry forwards (See Note 14) 

The Merger Agreement contains certain termination 
rights for both companies and under specified 
circumstances w e  may be required to pay Duke Energy 
$400 million and Duke Energy may be required to  pay us 
$675 million In addition, under specified circumstances 
each party may be required to reimburse the other party 
for up to $30 million of merger-related expenses 

Progress Energy shareholders have filed class action 
lawsuits in the state and federal courts in North Carolina 
against Progress Energy and each of the members of 
Progress Energy's board of directors The lawsuits seek to 
prohibit the Merger and, in some cases, seek damages in 
the event that the Merger is completed Progress Energy 
intends to vigorously defend against these claims We 
cannot predict the outcome of this matter 
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Operating results 

0 pera ting revenues s10.190 S9,885 S5,167 S9.153 S8,724 

Income froin continuing operations 857 840 178 702 567 

Net i n c m e  863 761 836 456 620 

Net inccine attributable to controllinu interests 856 757 830 504 57 1 

Per share data - basic and diluted earnings 

Income froin coiitrnuing operatlons attributable 
to controlling interests, net of tax  S2.96 s2 99 52 95 S2 70 s2 19 

Net income attributable to controlling interests 2.95 2 71 3 17 1 96 2 21 

S25,832 .- Assets S33,054 53 1,236 S29,873 S26,338 

Capitalization and debt 

Common stock equity 

Noncontrolling interests 

Preferred stock of subsidiaries 

Long-term debt, ner,’’ 

s10,023 s9,449 93,687 3,395 S8.259 

4 6 6 84 10 

93 93 93 93 93 

12,137 12,051 10,659 8,737 8,835 

Current portion of long-term debt 505 406 - 877 324 

Short-term debt 140 1,050 201 - 

Capital lease obligations 221 231 239 247 72 

lotal capitalization and debt $22,983 S22,376 S20,734 S18,634 S 17,593 

- 

- 

Oilier financial data 

Return on average common stock equity (percent) 

Ratio of earnings to fixed charges 

Number of common shareholders of record 

Book value per coininon share 

Dividends declared per cammon share 

8.70 8 13 9 59 5 97 7 05 

2.72 2 65 2 66 2 62 2 35 

51,975 53,922 55,919 58,991 64,899 

s34.05 s33 53 a2 97 S32 41 $32 53 

52.48 S2 48 52 47 s2 45 52 43 

Energy supply (millions of kilowatt-hours) 

Generated 

Steam 

Nuclear 

Combustion turbineslcombined cycle 

Hydro 

Purchased 

44,971 40,420 46,771 51,163 48,770 

21,624 29.41 2 30,565 30,336 30,602 

27,856 21.254 15,557 13,319 11,857 

608 651 429 415 594 

13,473 11,996 14,956 14,994 14,664 

Total energy supply !Company share) 

Jointlv owned share’”’ 

108,532 103,733 108,278 110,227 106,487 

5,228 5.500 5.780 5.351 5.224 

Total system energy supply 113,760 109,233 11 4,058 115,578 11 1,711 

’ ” ’  Includes long-term debt to affiliated trust of S273 million a t  December 31,2010, S272 million at December 31,2009and 2008, andS271 million 

+Amounts represent joint owners’ share of the energy supplied from the six generating facilities that are jointly owned 
at December 31.2007 and 2006!See Note 23) 



Progress Energy's management uses Ongoing Earnings 
per share to evaluate the operations of the company 
and to  establish goals for management and employees 
Management believes this non-GAAP measure is 
appropriate for understanding the business and assessing 
our potential future performance, because excluded items 
are limited to those that w e  believe are not representative 
of our fundamental core earnings. Ongoing Earnings as 
presented here may not be comparable to similarly t it led 
measures used by other companies 

Ptafij  %tirwnes: Cllart:es - 
The company recugniied charges for the impact of 
PEC's decision to retire certain coal f ired generating 
units, with resulting reduced emissions for compliance 
wi th  the Clean Smokestacks Act's 2013 emission targets 
Since the coal-fired generating units will be retired 
prior to their estimated useful lives, management does 
no t  consider this charge to be representative of the 
company's fundamental core earnings 

as follows 

Ongoing Earnings per share 

CVO mark-to-market 

impairment 

Plant retirement charge 

Change in the tax treatment of the 

Cumulative prior period adjusnnent 

Valuation allowance and related net 
operating loss carry forward 

Discontinued operations 

Medicare Part 0 subsidy 

2010 

s3.06 

- 

(0.02) 

- 

(0.08) 
- 

- 
(0.01) 

ReDorted GAAP earninos Der share S2.95 S271 S3 17 

Shares outstandino [millions) 291 279 262 

In connection with the acquisition of Florida Progress 
Corporation, Progress Energy issued 98 6 mill ion 
CVOs Each CVO represents the r ight of the holder to  
receive contingent payments based on net after-tax 
cash flows above certain levels of four synthetic fuels 
facil i t ies purchased by subsidiaries of Florida Progress 
Corporation in October 1999 The CVO liability is valued at  
fair value, and unrealized gains and losses from changes 
in fair value are recognized in earnings Progress Energy 
is unable to predict the changes in the fair value of the 
CVOs, and management does not consider this adjustment 
to be representative of the company's fundamental core 
earnings 

- *- ,. 
1 i-c f - l ? T  

The company has recorded impairments of certain 
miscellaneous investments and other assets 
Management does not  consider this adjustment to be 
representative of the company's fundamental core 
earnings 

The federal Patient Protection and Affordable Care A c t  
(PPACA) and the related Health Care and Education 
Reconciliation Act, which made various amendments 
to  the PPACA, were enacted in March 2010 Under prior 
law, employers could claim a deduction for the entire 
cost of providing retiree prescription drug coverage even 
though a portion of the cost was  offset by the retiree drug 
subsidy received As a result o f  the PPACA, as amended, 
retiree drug subsidy payments wil l effectively become 
taxable in tax years beginning after December 31, 2012, 
by requiring the amount of the subsidy received to  be 
offset against the employer's deduction Under GAAP, 
changes in tax l a w  are accounted for in the period of 
enactment. Management does not  consider this change 
in tax treatment to  be representative of the company's 
fundamental core earnings 

P ~~~~~~~~~~ Prior Period ~~~~~~~~@~~ 

The company recorded a cumulative prior period 
adjustment charge related to  certain employee life 
insurance benefits Management does no t  consider 
this adlustment to be representatwe of the company's 
fundamental core earnings The prior period adjustment 
was  not  material to 2009 or previously issued financial 
statements 

IloflJance and Related FJE; 
2peraiing LGSS car::/ Fi7rWard 
Progress Energy previously recorded a deferred tax 
asset for a state net  operating loss carry forward upon 
the sale of nonregulated generating facilities and energy 
marketing and trading operations In 2008, the company 
recorded an additional deferred tax asset related to 
the state net operating loss carry forward due to a 
change i n  estimate based on 2007 tax return filings The 
company also evaluated the total state net operating loss 
carry forward and partially impaired it by recording a 



valuation allowance, which more than offset the change 
in estimate Management does not believe :his ne+ 
valuation allowance is representativE of  the company's 
fundamental core earnings 

.c 

0 ?,e 
The company has reduced its business risk by exiting 
nonregulated businesses to focus on the core operations 
o f  the utilities The discontinued operations of these 
n on re g u I a ted b 11s in ess es de c re a se d e a rni n g s per s h a re 
by SO01 for the quarter and increased earnings per 
share by SIJ 09 t or tne same perioa last year i ne prior- 
year impact w a s  due primarily to adjustments related 
to  a l it igation judgment against our former Synthetic 
Fuels businesses Due to  the disposition of these 
assets, management does not  consider this activity t o  
be representative of the company's fundamental core 
earnings 

-. 
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Annual Report 2010 
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2005 2006 2007 2008 2009 201 0 

Measurement Period IFmal Year Covered 2005 2006 2007 2008 2005 2010 

Progress Energy, Inc s100 S118 S123 S107 S117 S132 

Coinparable Business Model Utilities 100 121 128 108 123 140 

S&P Electric Index 100 123 152 113 116 120 

S&P 500 Index 100 116 122 77 91 112 

'S100 invested on 12/31/2005in Stock or Index Including reinvestment of dividends Fiscal year ended December 31 

Over the past decade, as deregulation has occurred 
in several geographic areas of the United States, the 
investor community has separated the utility industry 
into a number of subsectors The t w o  main themes of 
separation are 1)  the aspect of the value chain in  which 
the company participates generation, transrncssion and/ 
or delivery, and 2) the proportion of i ts business governed 
by rate-of return regulation as opposed t o  competitive 
markets Thus, the industry n o w  has subsectors identified 
frequently as cornpebtive merchant, regulated delivery, 
regulated integrated, and unregulated integrated 
(typically state-regulated delivery and unregulated 
generation) Each of these subsectors typically differs in 
financial valuation charact6ristics and risk 

Frogress Energy generally is identif ied as being in the 
regulated integrated subsector This means Progress 
Energy and its peer companies are  primarily rate-of- 

return regulated, operate i n  the full range of the value 
chain, and typically have requirements to serve all 
customers under state utility regulations The companies 
similar to  us from a business model perspective that  are 
generally categorized in our subsector are American 
Electric Pawer, DPL, Duke Energy, Consolidated Edison, 
Great Plains Energy, All iant Energy, NV Energy, PG&E, 
Pinnacle West, Portland General Electric, SCANA, 
Southern Company, Wisconsin Energy, Westar Energy 
and Xcel Energy 

I t  should be noted that, although the business models of 
several ofthese companies may nothave been compara ble 
to ours five years ago, their business models and ours are 
n o w  similar due to industry evolution The Company is 
providing this alternative market capitalization weighted 
index to show an additional comparison of Progress 
Energy's total return performance 
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Progress Energy's 201 1 annual meeting of shareholders 
wil l  heheidMay11,2011,atlOa m attheProgressEneigy 
Center for the Performing Arts in Raleigh, N C A formal 
notice of the meeting wil l  he mailed to shareholders in 
late March  

Progress Energy, Inc 
c/o Computershare Trust Company 

Progress Energy offers the Progress Energy Investor Plus 
PI an, a d I r t? c I sto c I( - p u rc n a s e and d iv i d end - r e i nv e stm e nt 
plan. and direct deposit of casn dividends to hank 
accounts for the convenience of shareholders For 
information on these programs, contact Computershare 
or the company 

Dividend-reinvestment statements and tax documents 
can be electronically delivei ed to shareholders To take 
advantaqe of electronic delivery of documents, go to 

Canton', MA 02021 
Toll-free phone nu m ber 1.866.290.4388 

select eDelivery options 

er ~~~~~~a~~~~ and inquiries 
Obtain information on your account 24 hours a day, 
seven days a week by calling our stock transfer agent's 
shareholder information l ine This automated system 
features Progress Energy's common stock closing price, 
dividend information and stock transfer information Call 
to I I-fre e 1.866.290.4388 

Other questions concerning stock ownership may 
be directed to Progress Energy's Shareholder 
Relations by calling 919.546.3014 or by writ ing to the 
following address 

Progress Energy, Inc 
Shareholder Relations 
410 S Wilmington Street 
Raleigh, NC 27601-1849 

Stock LiSiiikZlJS 

Progress Energy's common stock is listed and traded 
under the symbol PGN on the N e w  York Stack Exchange 
(NYSE) in addition to regional stock exchanges across 
the United States 

ZEGaritIZS Anaiyst fa"yqUi&S 

Securities analysts, portfolio managers and 
representatives of f inancial institutions seeking 
information ahout Progress Energyshould contact Robert 
F Drennan, J r ,  vice president, Investor Relations, a t  the 
corporate headquarters address or call 919.546.7474 

AddisiGk?a% Bnformaai-an 
Progress Energy fi les periodic reports wi th  the Securities 
and Exchange Commission that contain additional 
information about the company Copies are available 
to shareholders free of charge through the Investors 
section of our website at  ww.progress-energy.com or 
upon written request to the company's treasurer a t  the 
corporate headquarters address 

This annual report is submitted for shareholders' 
information and is available for deliveryto shareholders in  
connection with our201 1 annual meeting of shareholders 
I t  is not intended for use in connection with any sale or 
purchase of, or any offer or solicitation of offers to buy or 
sell, securities 

e,,& . 
"-, c d T 1 9  El 2 rl, sK3rewt e Pt 

This report contains forward-looking statements relating 
to Progress Energy's business Our business is subject 
to numerous risks and uncertainties, which could cause 
actual results to differ materially from those expressed 
or implied by these forward-looking statements We refer 
you to our Annual Report on Form 10-Kfor a discussion of 
such risks and uncertainties 

http://ww.progress-energy.com




Duke Energy Kentucky 
Case No. 201 1-124 

Staff First Set Data Requests 
Date Received: April 28, 201 1 

STAFF-DR-01-012 

REQUEST: 

a Provide the document containing Progress's Code of Ethics 

b Explain whether Duke Energy currently has a similar code of ethics for its 
employees and directors If yes, provide the Duke Energy code of ethics 

WE SPBNSE: 

a- Please see Attachment STAFF-DR-0 1 -I  2 

b. Yes, Duke Energy has a code of ethics Please see attachments Staff DR-01- 
12(b)( 1 )  and (b)(2) (Duke) 

PERSON RESPONSIBLE: William D Johnson (a) 
James E Rogers (b) 

I 



D u k e  E n e r g y  





addresses our mission, values and 

employee commitment to Duke Energy. One of our core values is integrity -We 
do the right thing. We honor our coinmibnents. We admit when we're wrong. 

Our Code of Business Ethics (CoBE) establishes standards of business conduct 

designed to help each of us conduct business with integrity. A lot of careful 
thought and consideration went into producing it, consistent with our company 

Vision Statement. Some sections may be more relevant to certain business 
areas than others. Regardless, all employees are responsible for being familiar 
with our CoBE so that you understand what you need to do when faced with an 

ethical dilemma. 

You are encouraged to bring work-related concerns, including suspected 
violations, first to your supervisor. If you are uncomfortable in doing so, you are 
free to talk to another member of management, a Human Resources 
representative or someone in the Ethics and Compliance office. Additionally, the 

EthicsLine is a third-party resource you can use, and you can do so 
anonymously. The important thing is that you talk to someone. 

Ethical behavior underpins our company values and helps ensure our long-term 

success. I urge you to use this CoBE as a guide By doing so, you will have 
taken an important step in helping our company achieve its mission of making 
people's lives better by providing gas and electric services in a sustainable way 
while doing the right thing 
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A - .. ;h . ,- .. .i .- ..,.. i ... . . * ..: ... .-:.,.: 3uke Energy employees m a y  be asked penodiczfly IO 

certify uwnpl!ance with this Code 

. / . . _ _ I ,  4 - ~ - L  Duke Enemys Code d Bus!ness Ethics descnbes 
_-- . _. . 

elhicat risks for employees. p i d e s  guidance to help 
recognize and deal with elhlcal s w e s  and explains 

how lo report unethtcal condud end help fosler a 
cunure of rnlegnly and pass,on for doing the right m!ng 

i’’’ 

Duke Energfs WSIM sets forth lhe valves and 
behaviors that apply lo a wide variety of %tuations 
wh?e IhisCode is a statement of our pnncpbs and 
expeclallons lhal guide our eIhW business conduet 
Put another way our mission 2nd values p m t  us in Iha 
nghl di:ectian. and the Code gu:des our acilons in 

This Code apphes l o  Duke Energy its subsidlanes and 
ns affili;ites ~ ~ ~ r ~ ~ d ~ ~  supplkis and vefidorr; are 

specific Muations When the Code does not provide 
enough detail the company’s policies and procedures 
nrovide additional infmat ion 

expeded lo support efleclive compliance programs 
within their own organizations and adhwe lo Ihe 

~ ~ - _ _ _ _ _  Supplier Code of Conduct __ 

B w s e  we want our customers. inveslcrj supplwn 

and other stakeholders lo understand our commitment 
to manage our busness wdh mlegnly lhis Code 

appears on the Duke Energy Web ste 

Some seclions and topiw may be more relevant lo 
certain fundions or departmefits men IO olhers 

However, since one instance of a person fwhng lo a d  
with inlegnty can damage the company’s hardsamed 
reputahon and compromise the publics trust every 
Duke Energy employee is responnble for betng familia 
with the mSre Code The Code hes been adopted by 
Ihe company s board of d m c l m  and represents a 
mmmifmenl la promote an organizational cubre !hat 

encourages ethical conduct and compliance w lh  the 
!aw A separale Code of Business Condud and E t h a  
applies l o  Duke Energy s hard of directm 

All Duke Energy employees should be aware lhet 

Thts Code canna1 antiapale every possible 
srluafion or wver every topc in detail If a 
SiIuaIion’s undear empbyees should ask for 
guidance before lakhg action 
Mofl of Ihe lopcs covered m lhis Code we 
explained in greater detal in a w p a n y  pohcy 
Frwn lme lo lima the company may eslablish 
Iramwg programs lo address spaufic areas of 
nsk 
Reading this Code is not a subsblule for 
mmpleling tratnmg and complylng vnth spwf lc 
pohcies and procedures 
This Code does n d  ntcessanlytahc inlo account 
ell apprmble legal requrrements More raslndlve 
law6 or requirements lake p w d e n c a  Where 
appltcabk legal requirements conlilct wrth the 
standards in this Code. employees should ask for 
guideme befwe lakng a n y  actwn 
The exlstence and provisms of h is  Code do not 
by lhemsetves create any contradual righl to 
cwlnued employment or modty Ihe al-wR 
empbymenl relationshp However, Io the eYtent 
a conlractual nght lo contmued employrnenl 
exisls by operatan ol applteabb taw lhis C a e  IS 

pail of and s rcorporated inlo any existhg 
empbyment cantfad between Duke Energy and 
d s  employees 

Our Values - The Work Envtonmenl Cuke Energy 
Commits la Provide 

Car ig  - VJo look ou: for each other We 91nve to 
make lhe environment and communnas around 
us bene- places Io bve 
brtegnly - We do the nghI lhmg We honor our 
wmmrtmenls. We admrt m e n  w ’ r e  wrong 
Openness -We re open lo change ami to n e w  
idees from oui coworken wstomen and other 
stakeholders We explcn waya to grow our 
businese and make II belter 
Passion - We re passion8e abou! what wa do 
We sfnva for ance)lence We lake peeonal 
aecountsbility for wr adions 
Respect .-We vake dNeK3 taienls perspedives 
and expenences. We Ire21 omen the way we 

Safety - We pvt safety firs? in aU we do 

0 

. 

- 

10 bo W e d .  
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Duke Energy employees have a responstbtldy to repat 
vdat ims of lhs Code appitcable kws &s or 
regutations while petformmg work for Ihe company 

Employees are elso expected to report any threat lo 
human hedlh, safety, the enwronrnenl and 

wmuni l res  around us or the company s assets When 
needed. employees should seek cJantifelMn or 

gudance on dhwl safely, legal or pollcy issues or 
other business-relatod wnduct 

The Audi! Commmee of the b a r d  of dUectOK reviews 

concerns regarding quesbonab:e accounbng mlernal 
Fnanoal c w m l s  (mdudtng .nlemai acwu,!ing 
cmtrols) and auditlng manem reported to the elhics 

M d  mrnplance office or me Ethta:ine *lch $low 
anonymous reportrng 
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The EthcsLine is a wofldw.de reporting syster: stsffed 

by an independent th;rd party retained by Duke Energy 
tF.rough which employees can 

Failure lo obey laws wles and regulal~ons violates this 

Code and may expose both you w d  the m p a n y  to 

cnminal or uuil prosecution Any violalion of this Code 

or Duke Energy pdines and pmcedures may resun in 

wned be acLcn up to and inc!uding employment 
termination The company may seek civl remedies 
from an employee w d  refer mminal misconduct to law 
enforcement egencies 

* Report suspected L7e:hical and cnm nal W n d i d  
or envronmental health end safely concerns 
Ask questions to resolve ethical dilemmas wilhn 
lhe organization wthout fear of relaliation 
Prowle your name or choose lo remain 
amymous should you choose to identdy 
YomeH your identity will be kept confidential 10 
Ihe great& possible extent 

YOU m a y  a w s s  issues 5ucn as' 

* 

e OJke Energy vdues openness wth its e-ployees and 
respects h e  wnlnbutions d all employees Duke 
Energy mfl agamsl any who In 
good fa& :sports suspeded unelhicsl conduct 
nolalions d laws rules and regulatiow or company 

- 
Employee misconduct 
Harassment in the workplace 
Environmental, heaRh or s a W y  concems 
Fraud and conuplion 
Questionabe accounting infernal controls or 
auditing matters 
Conflicts d mteresl 
Misuse of canpany assets 
Regulatory wolabons 
Any behovior you believe damages Duke 
Energy s reputatton 

The service is availaMe to you 24 hours a day seven 
days a week Y w  may submit a report or inquiry wa 
the Web (hltps i'e!hcsline dkkeenergy com~? or make 
a tol!-hee call to the lollowng numbers anytbne day o- 

night 

U%4& Stefes 83iF525:'E: 

iiqcntvne ryJcrsc1c.T7se 

Eraul EsWdf.t't,.@ 

El Salvador OScTo4203 

P I N  oBoGS?-ili 

Fcr wuntrec w i  I icttr! Ic!lcv, s:znuad in:cmi;t=nar 
calling p-ocedurea lo cs5 :he UniW State3 i d l - f re  
number 

"cu can s r p m  to - Be asked lo prowde specfii informelm 
regardng your questions or concems Io essst in 
ensunng that a thorough investlgstm cw be 
mnduded Translators are evedabla 
8e assgned a unlque repwl number and 
personel idmtntlficabon number 
Have Ouka Energy initate an mwestigalion inlo 
your ccncem 'nquiry or quostion 
Have the opportunity to fdlow up wdh the 
ElhicSLlne to fmd out tha status or outcome cf 
your report 

* 

poleles Duke Energy will not tennnate employmenl 
demote transfer to an undeslrable assignment or 
Olherwise retaliate age nsl an employee for c a h g  
attention to suapected llegal or uneiiucal XIS 

mdwling providutg Vuthfui information rstaled to en 
investigation However Duke Energy reserves (he nr&i 

Io dlsclpbne any employee who knowmgly makes a 
false accusabon or provides fake information to the 

company OT olhers 

AI! Duke E n q y  empkyees h w e  t ics~cnuhiir?y lo 
undersiand fclbw *IS Cccc '* U;cr bwinrss 
besl!ngs 

Duke Energy I.mFbyees :nus: 

Follow the law. this Code and Hated policies 
This responsibildy cannot be delegated or 
assumed by the compeny or m y  supenrisor 
When unclear aboul a sduation stop and ask for 
guidance before tekmg adim 
Follow lhe reportfflg process if you become 
w a r e  010 suspected wolation Use the 
EthicsLine !1 uncomfortable wrth other raponirg 
option3 
Complete required lraining on the Code and 
penodically certffy compliance wth the Code 

* 

3 

Set the lone 'at Ihe top- by modekng exemplary 
d h m l  business condud 
Fosiei an env:mment of openness where 
employees fee; comfcrteble bnnging issues 
forward. 
Promptly respond to employee reports of 
vroiations OT requests for guidance 
Ensure emfloyaes complete requir6d training. 
Answe! employee queitlons abcui :he CoJe and 
the uynpanys values poliues and proceduies 

' 

* 

All wnployees are expected to follow the standards set 
forth in this Code Any waiver from any part of the 

Code requires the approval of a group executive For 
excoutwe oficers a w m w  requires the erpress 
approval of Duke Energfs board d drectors and wdl 
be pmnptly discbred to sharehotdm 

. . . -- -. . . . . . . . . -. . . .  . , .  

http://wofldw.de


3uke Energfs n1e-W contrds over Cnancial :eportng 
are conststent w M  me applrcat ~1 d generally 
accapted accwntng pnnupks (GmP) They help 
proted our fmsncial accountab4rly by 

* Arfunng management's aviho- rat,on of f-anciel 
traisacbons 
Enwring thar Cnanuel trarsadrons are poperly 
recorded and posted 
Salnlymg government aid omer regulatory 
requirements 
Providing reasonable assurance (hat we ere m 
compliance wlth GAAP and eppl cable tax laws 

Duke Energy's results of operahons and fianua! 
ccndilion are reporled using GAAP and m compllance 
wth applicable law and rsgulallons Duke Energy 
pnda itself on the transparency of rts lnanual and 
non-finacial reporting To Ihw end w provtde 

endependent fmelysm tmd reporling of among other 
things 

Earnings for annmon stock sharehdders 
Nownnanual data (examples indude data related 
to envronmental rwponsrblrty. key strategic 
inntavues and commundy wvoivement) 
Cunent and future opportunibes. Ihreets, slrategic 
plans and cntical success laclors 

Market nsks assousled wlh commodity prices 
credit exposure w d  mtensa rates 
CorpMate and management ccmmltmenl to ow 
company's values 

* 

' Revenue recognition 

It is cnlical to Duke Energfs reputahon that tnformatm 
pmvtded IO management and the public IS amrate 

fair mmplele objectwe. undersiandaMe timely and 
relevant Thhs applres to both financial and non-fiwmclal 
data and lncfudes information m public 

Ummmtcations as well a9 m documents fded wth 
regulators Misstating nformation can cpry senous 
h i n d  and wl lines and penalhes for Duke Energy 
and personal rnminal Wnl!tyfor employees 

Duke Energy appbes the htghesi sthical standards in Its 
financial and non finanud reporing and fdhs afl 
applicable Secunties and Exchange Cornmisston New 

York Slock Exchange Sarbanes-Oxfey vanws 
reguletay cornmisstons and other standards and rules 
regardng financ al and non-fnanclal -epon nu 

Employees s h d d  repor( lmmgdiPely d lhey ere 
pressured th'eatened or eware of undhicaf behavior 

or fraudulent financial aclNmes including but not 

I.Inited to 

* Management or earnings - 
U s 0  of qwshmeble accounling technsues 

Mantpulatlcn of rewHs to meet iargers for 
incentive Plans 

3.s Z - c r  nG-2 f r . . : $ " < a G  .-., >., " _ , ' - -  
Duke Energy employees are expected to be truthful 
and accurate in their accounting and hme reporting 

prschce% F nancid prnfeSsi0n;ds are expected to slay 

uptodale '+&h Sa financial reporting regutslions related 
to thee pb hmnctms and io reporl fmancal statement 

,terns in a manner mnastent vnth applicable lawe and 

GAAP All Duke Energy employees involved m pubhc 
reporting or cornmunicattons are expected to produce 

disclosures lhat are full. fsr accurate tmdy and 
undrrstandabte 

Duke Energy employees musf 

Maintain books accounts and records acmrdlng 
lo GAAP using suffiuent dda l  lo reflect Duke 
Ener!=~y Iransactims atatralely and fairly 
Record transaclmns in a tmely manner 
Rapon if fiancial statements are beheved lo be 
mlsstaled or mantpulated 

Duke Energy employees must not 

Manipulate linanasl accounts records or repwts. 
Mmntarn off-the-boak accounts to faalrtate 
questionable or illegal payments 
Take any adion, or cause anyone else  to take 
m y  acton lo infbence coerce manipulale or 
mislead audlton f a l h e  purpose of raking 
fmenual slstmants misleading 

* 

$q&tcd inf-i--ar;rjn 

Summary of Internal Controls and Finanoal 
Controls Pohcy 
Regularon FD Policy 
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Duke Energy and IIS si1 ales are subjed lo regulation 
by uanous slete regulatory corninusions and the 

Federal Energy Regulatory Commission These 
commissions have spec:fic codes and reqummmts 
(Mihale Restnctmns) that prevml regvfaled franctksed 

cc: * =rlzmi.'rcssr !:le L.cpc>l:;:?lz- ----- -L.: -. -2 A "  - 

1;s afi2ae.s :a .w,m&rr~+n: a.q,$ 

-, 

etectnc and gas utilites from prowding prelefential 
Irestmen1 lo lhetr affibates 

The purpose of Ihe Affihele Restnctitms is lo prevent 
the regulated businesses from subsidizing the adlvlties 

of theil &ihales and to prevenl lhe affiliates from 
gaming an unfair adwanlage because of Iheir 

AKiliale Reslndions may :nciude 

Physical and organizational separation of 
emproyees r regLCfed and non-reguteted 
bus nesses. 
Resmdions on system eccess far nolt-regubled 
employees 
Reshclions on sharmg certan employee 
funclions between regulated and nort-regulated 
businesses 
Restncaons on shartng nofipublic transmission 
informelion. marltel mfonnalmn and other 
uwtfidential operating ~nlonnalon 
Restndions on disclosing customer niormstfan 
Restnckrns on transfers of power and non-power 
gmdsandsewms 
Pmhfwons on certarn financial lransactlcns 

* 

* 

* 

* 

Duke Energy employees thtii work in or wlth the 
regulaled/norbregulaied businesses should undersland 

all applwble regulatmns be aware of the potenttal 
impkrallom and parkapate in assoualed trainmg lo 

ensure compliance wrth the Affibale Reslndions 



Duke Energys brand identity and 

intellectual property are among its 

most valuable assets The loss of or 

injury to such assets could have a 

Employees iemonslriits acccunrablity by coxmenUy 

and appopnalely proleding lhe inteltectual property 
nghts of Duke Energy and nononng the intellectual 
poperty nghls of third parties (e.g copyrights 

lrademarks serv:ce marks and paievts) 

Employees must a h  be accuratt and t r u t h 1  in 
commwticating ~n!orm;dion about Ouke Energy 

products end ~ervices This predze protects Ihe Duke 
Energy brand and shows respen for cur customers 2nd 

shareholden 

serious financial impacf OR the 

company Violation of the 

inteNectual property nghts of others 

breaches our value of integnty and 

may Subject both the employee and 

Wuke Energy to substantial liability 

including cnrninaf penalties 

Duke Energy employees are expected lo proted the 
mldleclual pmpecty nghts d Duke Energy !nck~ling 
the Ddke Energy name and logo lagbzes .nvenlionc 

processes and innovations and to reaped those of all 
third parctes 

Duke Energy employees must 

Understand mal any inteflenual property we 
create in the performance of our@ 
responsbitilrs betongs to Duke Energy and that 
wovalions must be s h a d  vnih the company to 
ensure edequsle proteclion 
Report eny unauthorlzed u s e d  Duke Energ)'S 
copynghts patents s e ~ ~ c e  marks or trademarks 
Respect aR inleltedual property that Duke Enersy 
has recalved from t h d  patbes under 
conlidennamy or #can= agreements 
Obtain perrnisston to use a third part@ 
trademark sewce mark or other ortetlectual 
prowrty 
Use mrenhons patented by Lhrrd parhes only 
wthm the terms d a hcanse ageemnt 
Adhere lo establi~hed brand slandards when 
produang any matemls inchding edvetbsing 
publrcations. onltna matenats and olher rlems 
usmg the Duke Energy or subst&ary companies 
names M logos 

+ 

. 

. 

Duke Energy employees must not 

M a e  copies of copynght protected matenah until 
Duke Energy has obtained permiesion from the 
copyngM holder cx datermmed lhat limded 
copying is legally permmed 

Copy or dmnbde software or related 
docurnentalion Whoa fsC eneunng that II is 
permrtted by the licensing agreement 

Use company lellerhead. company e-mad cr 
relerencw to our buuness add-ess or Idle v.Wn 
expressing a penooal vsew n a public forum 

Use any device to record tape or take 
pholographs m the workplace or at a work-relaed 
rnwtng unless pnor authonzation has k e n  
obta ned 

' 

r r  r 
i;- ii 

Copynghfs proled onginal and tanglhle works 
of authorship such as bmks brochures 

reports proposels advemsemenls and other 
literary works, as well as udrks of art. 

drawngs photographs ndws maps charfs. 

musical works audiolapes and sobare A 

copynghl prohibits unauthonzed copyng or 

downloading of lhese wows 

Pafenfs prolea new and non~bv iws  
invenlions such as mechnes apparahls 
devlCeS manufacturing components, 
chmical compostlions processes me!!ods 
and mnmentd dsslgns A paten1 permils 
nvenlors and patent holders to exclude 
others fmn making us~ng or se5ng the 
same invention 

Trademarks end semce marks are words, 
phrases, symbols and destgns wiuch identdy 
and distinguish me source of gwds or 
serwws Irom those of others Regislmtion of e 
trademark or service mark reslncts tts use by 
others In some clramstances a trademark or 
SMCB mark may be protected from such use 
wlhout repstration 

Trade seaefs are any infonation used by a 
business such as formulas pmcesses. 
dences and customer lis% thal have economic 
vebe because they afe no1 generally known or 
easily discovered by observelion or 
examhallon and for Wich reasonable efforts 
have been made lo meintain secrecy 

? * s [ z + 3 : G  t 4  7 = n , - ? y  __._,_._._ 2:,27::-- ..... 

. BrandPohcy 

+ Software L!cense Mansgemen1 Policy 
P Innovalion Patents end Intetlectuel Propnebes 

Ddke Energy Innovatan D!sclosure Form 
Poltcy - 

d 



Bribery laws prohibil cornpanes frwn direcity or 
indirectly promising. Mehog or making payment of 
money or anythinp of vatue lo  anyone (induding a 

govemmenl official. an agent or employee of a political 

Nole: Thase laws and regulations are complex and can 
vary lrom counlry lo country. and even wlhin e country 
(e g , local versus national offrjals) and from stale to 
date, niS code dms not necesserily take into emurn 

be 
aware Ihf4 mwe testridive local laws take precedence 

ower this Code. 

local legal requ-ents and employeas 

0 ~ :  REspsnsibiiities 

party. labor organizalion or business entily or a 
poEbcal candidate) mW Ihe mtenl to induce favorable Energy the h'ghesf 

Q: HOW 
payment is impi§p@r Gr not? 

A: A 98 or payment is i m p w w  if it is an inducement 

to do somelhing thet is dishonest illegal or a breach of 
V u S l  in the coum d doing business. If you have 

queslions as lo whether a gril or payment could be 

considered improper, seek guidance before laking any 

action. 

I know bNhether a gift 

busmess treatmenl or to improperly affed business or 

government decisions 
level of integnty when dealing wrth 

government officials and members 

of the pnvete sector Grvng 
DecisiMs aboul g i R  giving must be carefully evaluated 

In general, Ruke Energy does not consider ordinary 
and reasonawe business entertainment. M gats d 

Oblain pnor appmvd from manqement before 
meking a d&sision about whether or no( l o  offer a 
giff lhat is of more than nominal value in lhe local 
market 

Understand lhal rt is genefatly no1 acceptable lo 
give me&. gifts or gratuities lo public offinals or 
any federal slate or local government 
employees Obtain prior approval from 
mvlagemem and Government Affam 

Duke Energy emptoyees must not 

rndividuals may raise questions 

sbaut Duke Energy's integnty We 

demonstrate accountabihty by 

refusing to give gifts or make 

payments that are intended to 

rnepprapnately influence. or could 

appear to inappropnately influence, 

busmess decisions 

markel. lo be imorooer. We recoonize VIat in certain . .  
cullures, grils of a mre SubstanW 

customary and expected 

may be Condud busmess through an agent adviser aolhcr 
mtwmediary uslng corrupt business practices to gain 
an unfair business advantage. 
Agree lo pmwide any payments. contribute Io charities 
or make p M i d  contributions or olher kickbecks in 
telum for favorable treatmenl. 

Make a charitable or pohlical contribution to en 
ndiwidual. A# conlnbulims must be glven IO lhe 
oQani.ral'on not an in*idua' 

However, we also recognize lhst giving of improper 

4 @As or payments cen undermine customer 

reletionships, damage our reputation and resuit in kga] 
penakies. Employees muel d r a m  fmm giving gifts or 
making payments uwl are intended to inepproprieleb 
influence. or could appear to inappropriafdy influence, 

I_ 

lap,-.--- 
buscness decisions 

Related infkma:ic.E 

Business Courtesies Potrcy . 
Duke Energy employees are expected to be extremely 
careful when glvlng anylhing 01 value to third panits lo 
avoid creating lhe impression lhat we ere trying lo 
inappropriately influence another person's buSiflW 

decision A d  Policy 
CwnpfianceW&h the ,=,,re)gn corrupt p m a l ; ~  

Compliance IS mendmory and no employee Wat suffer 

demolion. penally or other adverse emptoyrnerd 
amsequence for refusing to pay bribes even if it may 

result in the company losing a burhtess opportunity. 

Duke Energy empoyefs must 

Ensure that business enlertainmenl provided lo 
IhM pames is reasonable and (Zistanary 
Offer only gas that are mnsideffd customary. 
reaSMable legal and d nominal value In the 
bwl market 



Duke Energy employees are expected to a d  wlh 
integrity when deciding whether to accept a business 
m i t e s y  ( i  e ,  anylhng olvabue Iw wh!ch the recpimt 

does not pay fair market value, Including gifts, serwices me giv’ng and receiving Of g’Rs Or 

and entertainment) Employees .who are buyers. who 
inlluencs buying or m o  are ,nvolved m procurement 
iransac!ions in any way (e g .determining 
spec:fiwtions, evaluating bids choosing vendors or 
supplien) must be especially careful when deddmg 

whether to accep a business w u n ~ ~ y .  

entertainment can be mpwrfant 

and appmpnate ways of building 

and mainteining proper business 

relationships However, in order to 

business petinem, it is important to 

be prudent when accepting 

business courtesies. 

a Acu@ only personal giRs that would be 

considered mmmon business cauctesies and for 

which we would reascmably exped to give 

m e l h n g  simkin return In Ihe normal mme 

of busrness 

Malntaln a written list of bo6insss courtesies 
received that emed the reporting threshcld as 

defined in the Busrness Courtesies policy and 
review viilh supervision. 

Obtain written superuisory approval prlor to 

accepting a business courlesy of significant 

velue 

Report business courtesbs received from 

representatives of foreign countriss. 

Duke Energy employees must not: 

Accept my business courtesy that might be 
intended to inappropriately infiuence. or appears 
to insppropriately influence. a ksfnesr dKision 

Solicit gifts. favors. travel orentertenmsnt from a 
buslness partner 



The laws governing conlracts and business 

bansaclmn$ are numerous end complex Therefore 
Duke Energy has in place ceneln poliues and 
procedures lo ensure that any bumess lranraclion 
entered lnto on behall ot Duke Energy has rfcenred an 

appopnate level of review and appoval 

Duke Energy's contractual 
In addition Io contractual nsks participation m energy 
cornmodfly markets exposes Duke Energy to credit and 
market risk Therefore Duke Energy has erlablished 
nzk management policies and procedures lo gude rts 

personnel in mttlgalmg the potential negative financtal 
impeds posed by these transact~ons and to budd a 

agreements and business 

transaction processes govern our 

buslness relaftonships and ensure 

>L ! :.:.: i: : i i  :;,: I! 1. . .  __ ;  i:  . .  ... 

Approval o( Busness Ifansactors 

Delegabon 01 Aulhonly 

8 Purchasing Conlrols - Cornrod.1y Rsk Polcy 

= Credil Pohcy . LoanPoirv 

-~ porifolio of posnlons that wllectLvvdy meet Duke 

Energy's desired mk reward pmfde that Duke Energy's interests aft? 

protected 
"E 

Duke Energy conbols expendltures for goo& and 

sewices lhrwgh a purchaang process of requisllconmg 

procLnng admntstehg cmlrads receiwng, approwng 

invoices end dnbunlng funds Duke Energy O h 0  

conlmls its market and credd nsk exposures through 

nsk management poErles and procedures 

Duke Energy employees must 

Know what types of contracts we are authonzed 
to execute on behat! o( the m p a n y .  il any 

If authonzed lo transact m Ihe commodity market 
only execute transedions UI authorized 
cornmodties using approved m s 1 m n 1 5  and 
IoHowng the appbcable procedures for 
maHlternng compliance wlh the speafffi nsk 
lunlls and hedge glrdelines 

S m r e  wntten approval of wnbeds after any 
necessary &ice counsel and mvicw is  obtaned 
and evidenced 

Ensure Ihe suppffer is appnsed of expeclabons 
regardng !hew obtQanon Io conddct business !n 
an eVl;cal mwner 

Document the purchavng proces to support lhel 
appropnate steps were taken and p w d e  an 
audit Ira11 

* 

* 

Duke Energy employees must not 

Separate a single transaction into mum@ 
transactions to circurnvenl an individual 5 

authorized approval 6mll 

Divulge Iho quotatm of one supplier to another 
supplier 



Duke Energy mmplas m h  laws protecting sensitw 
informatron from unlawful disclosure as well as laws 
that require Duke Energy to detect prevent and 
respond lo  the dse of s l o b  personal ,nfwrr.ation lo 

eslablsh or maintain a customer or shareholder 
amunt  Fslure lo comply wth these kws and 

standards can c a s e  harm lo adividus s Duke Energy 
and Wird parties The anpact could tndude financial and 
legal Iiabilllies damages to h e  Cuke Energy brand or 
adwerse regulatory actions Farhrre to comply can also 
pfohibil Ouke Energy froom conduding tusmess wtlhin 
ccnam counbles 

Duke Energy maintam and uses 

confidenfjal. propnefary and 

personal information (8ensihve 

business. This includes the Duke Energy employees are expected to pmled Duke 

Energy and Wirdparly sensitve infornabon from 
unlawful disclosure or use and to ensure tha! such 

company‘s sensitive mformabon, 

mfwmetion is hvldled properly lhrwghout Ihe 

organrzatron 
8s well as that of third partres. 

including customers and 

employees 
Ouke Energy employees musl 

* 

e 

* 

* 

Manta-n the conlidentiakty of senailrve 
inlormation 
Use senslve information for businoss purposes 

Use company pmcedures for labeling and 
handling sensibve infarmalion 
Share sensdhre information only wh appropnate 
parties both Whin and outsMe of Duke Energy 
Use health cnfwmalm sdeb fa the 
admtnistalfm of health plans or lo ~ t ; $ f y  
regulatory mquimenls 
Make sure Wet We use of senwtrve informetion IS 

consislent wft, our pdiues. affiliate restndions 
contractual obligations and apphcable lnvs 
Detect, pmvent and respond to uneulhonzed use 
of penonat mformalmn 

only 

* 

Duke Energy ernpbyees must not 

- Uixlose sensllive mfonnauon to ,ndMduals 
(indudag olher employees) %bo do not have a 
tusrness need to know the mfmal ion  
Help a VItrd party gam access to senstiwe 
rnfonnation mthaul a legctimale business 
purpose 

Q:What QJp? ci  Infamation woutd ba? 
considered personal i n t ~ ~ ~ ~ a t i i o n ?  

A Any mfonnation cofkcted by Duke Energy or its 
subsidiaries and sffiliaes lhat uniquely #denties a 

penon or from Wich a perwn can be reasonably 

idenlifted and the collsdion. use or dbdosure of whlch 

is governed by applicable law or regulaltm Personal 

information of an individual. enlily or government 

agency includes where applfcable but is not limited to 

i Wdetiad !I&!!! i.fi(Jm61mn 

b Socizl security numter or na!!tnal ii3 
(cr equxzlor.!) 

c Cs,$ii-er rcj%;cn in!cm.a;:on 

d An e%i:y s or =Fancy 3 pane or $emon I firs1 
r!a-r;e of Rrrt !nit.a! end I d s  name in rnrnimatron 
W:h 

~ mtal zestiniy or enployer :expayer ID 
wrr?kws 

- dmers hcanse r l a e  iden:fc!wn r?rl or 
~ 2 5 s p ~ r t  numbers 

- banki;g iidcrma!inn 
- m a n  card numbers 
- 1 IN~3de3 
- ek3rnn.c iD rurrben 
- prrrs!e tti:-~3roIiic mo.: rmrnos o r  add,Y%wS 

- FCGIS phor.e numcn: 
- .?!!6!wI e.c:33:.c.t ?;+?en 

r.21 ? 2 C  irsLTi !ii a w 5 s  a 

. 5TrCt::c .C*S 

- ‘ngeryl<s 
^.~SSW.YdS 

- 22:2~? s i e q i i  rl;:nam+  ti:^ i o  n.%r;;~s i r  

s ~ n y  olher .nlormatlon protected by Duke Energys 



A ccnfld o! mlsesl exisls any Lme an mproyee faces 
ii choice between M a l  is in his cr her personal inlerest 
ifinwddcr oihewise) and the lnteresls of Duke 
Energy W e n  a conflict of interest en~es ether$ may 
qveslion o~tr  inlegrity Therefore employees are 
acwunlable !or ahng 10 Guke Energy's besl inleresh 
ar,d carefully avding evm lhe appearance of 
.mp:opriely If an employee :s :n a postion where lne~ '  
cbjedrvdy may be questioned because 01 indimdual 
mlerests or fanrily or personal relationships notify 
supen'ision :mmedialely 

Lr.;:.l:,!~~ Cf .:,!*.,,I '"ir e:.$* -!,01'. 

Guke Energy depends on the good 

judgment and mlegnty of its 

employees to act m Duke Energy's 
An employee of xnneone with a dose 

Take a posit on 0-7 Ize board 01 direclm of 
a for p m f ~  entity that hat) regular busmess 
dealings wdh Duke Enwgy olher than 
routine sales of ges and electric SCNIC~S 
Prior to takmg any such board posmon 
employees are reqUKed lo  wnsuh WIVI lheir 
supewsor before seek ng approval Born a 
group executrve who shall noldy the Chlef 
Legal Officer 

Atmys keep Duke Eiwgy's interesls uppermost 
even if  the above cntene do not apply l o  a 
stuahon 

best interests. Sometimes. relalionship Io the employee has an interest in an 
enlily mlh h c h  Duke Enamv do= busmess 

Duke Energy employees must not 
_. 

Take lor personal gam an opportuniy mailable lo 
Duke Energy thal 1s dimvered using company 

* An employee or someone with a cbse 

it of 1-1 
relalionship lo  an employee recaives improper assets informanon or posltw 

however, there are sfluatrons 

where an employee might be 

tempted to act othemvse or find 

oneself in a situation where a 

conflict of interest may arise 

Duke Energy 
Other employment (including selfemployment) or 
serving 85 an officer director partner or 
cmsuHant d anolher manuabn interferes wdh 
an employee's abdity Io act m Ihe best mteresls 
of Duke Energy. requires lhe employee lo use or 
disclose sensitive Information aboul Duke Energy 
is conducted d m g  or conflicts with en 
employee's norm* wr* lunes, or creates the 
appearance of impmpriely 
An employee or someme wilh a close 
relalionship lo an employee receives E loan M 
other extension of credi or credil support (such 
as a guaranty) from Duke Energy. Duke Energy is 
pmhitnied by law fmm extendmg or arranging !or 
Ihe extension 01 personal loans lo  execulne 
0ffWJl-S 

z:i: Responsi!;iiitior, 

Duke Energy empbyees owe a duly d loyalty l o  Ihe 
company End we expected to act in Duke Energy's 
besl interests and avo& cmfficls of interesl mdlar the 
appearance of a conflict 01 interest. 

Duke Energy employees muS1 

a Be able lo identlfy potenlial conflicts o! inlerest 
when they anse 

e Make cerian that any second lobs tinamal 
inlerests m management inteiesls M another 
enlay do not cause a coned of inleresl or have a 
negme unpaa on che confidence the public h a s  
M Duke Energy 
Get approval fmm a gmup execuliva when an 
entdy in which an employee or someone wrth a 
cbse relalionship lo the mpbyee owns or 
acquires an Interest thal Is grealer than 5 percenl 
seeks lo do bushess wilh Duke Energy, and 

The enlily makes saks ot goods or services 
lo Duke Energy exceeding S? OOO annually 

The employee helps make Duke Energy 
purchasng decivons lor lhose goods or 
SEnnces or 
The employee has a role n maktng sure the 
entity Ls paid for the goods and sewes  P 
provides 

Ferlorm work or swicas which are smila 
to current job responsibihlies for any person 
M ofganizalion thal competes wilh or se&s 
lo do busmess wdh Duke Enwgy 

or 
* 

Get approval from a group execuliva lo 
* 

e Personally banefii mXn business dwsiona. 
seledims or aulhonzations the employee makes 
L, Ihe performance Ct their lob 
Cause Duke Energy (wits affiliates) lo enter Into. 
a dired omem lo cause Duke Energy (a its 
alfliales) lo mter mlo. energy mmod i i y  
mntracts lhai beneht an employee. an 
employee's family members. friends. or somme 
with a dose refstionchip lo an employee with 
whom here is a personal business inlerest 
Partidpate In Ihe selection process or oversee (he 
work of a company in which an employee or 
s o m e w  wilh a close relaUonsMp to the 
employee has an interest. 
Interlace wtlh Duke Energy's conlradors. 
vendors, suppkars. customers or olhers in a 
manner which creates even lhe appearance of a 
coma of interest. 

* 

----- 
Q & j ,  

0: I've bswi iisktbd to sll on b08f-d oi  dlnclors 

0: 2 non-profl: crganlutticn 00 I need my 
supervlsor'e npproval io do th107 

A No bLT p u  should s!iR mako your wpwvisor a w e  

cf  :he situziion Alsc you should @:WSE yoursel: 

horn any disc;l$$ions cf votes an m y  maittr 

nVO?Jloo Duke E n e q y  !o sw4 ltw eppeerance of 

mtfxper tehauior CT e con%cI ol .nte1661 

0: I am consldefing d tfmgcrbry second !ob for 
E a t 7  mcmy dcring *e holiday 98aaGn !S i h l S  

o k s y i  

company You must bo a%e lo fuk!i a3 you: 
rzspon::bi%ias xludins cveliima btha: is 6 

ngtiiment The 
cr  vadar!suppl:er 

would !!kc lo bid on a contacl O i C E G j i n g  j3 ,Ooc  
cnnmiiy Tko empioyas c i ~ c l c s e s  !:.e 
cwnc.r;_hlp :o 1 W r  supnrviw.r is rm.  c. conflkt 
af :i=tE;ESi? 

G Yes. bd remember p u r  fie nsponsib~ldy is  :o our 

must nor :E wm a compe::m 

a: C- ?-+o~+B'$ spmso owit: 2 company which 

t " ic  7%e e r q r l ~ p n  h.Jncs: ejc:,:? l?*~- 

.>.?fl*"l, <<,[ a!?: n"2* 
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One of our values IS canng - We 

look out for each other We stnve to 

make the environment and 

0- 

places to live Protecting and 

responsibly managing natural 

resources and the environment IS 

critical to the qual@ of life in the 

communities we serve. and is 

central to Duke Energy's !ongfem 

business success The health and 

-- 

Duke Energy eccepts responslbilrty In these 2 ~ 2 s  by 
syslemaOcally menagmg nsks sethng gods measunng 
and reporting performance and conducling 
assessments to evduate ard -prove 

We lake our role as a responsible corporale dlizen 
seriously. working lo balance our business goals Mlh 
the environmenlal, social and economic needs of our 

communities. Duke Energy's cornmilmenl is long- 
standing We realize lhat environmental stewardship 
and corporate reapm$ibaity cannot stand abna; these 
ideals mu% permeate every area of our operations. 

Duke Energy employees are expededlo abide by &I 
crmpany EHS poficies and procedures and to improve 
operations, wilh a focus on prwenling envimnmenlal, 
health and salely mcidents 

safety of employees, contractors, 

customers and communilies is the 

responsibility of all Duke Energy 

employees We put safety first in all 

we do 

Duke Energy mp:oyees must 

Comply *A?% a9 applcaa!e cnwironrrsntal 
heal:li and Safity 12ws reguljlrsns snr: other 
requeements 5ucllm lhcte dea!iq wk'~ 
* E,n$cyee and pubkc safely and he&h 
. Cantrector EHS m 2 n q m e n t  . Wcrkcondmcn5 
. Pollmon cMilioI m d  mailagemen1 
* Wasto managemert 
. lnhastrudure sddy 

Demonstrate a personal commitment to protect 
Ihe environment and to wntfnuous safety 
irnpmvement. 

Promptly report all environmental. herdlh and 
safety mcidents. tndudmg significant near misses 

Use natural reswrces and energy efiicienUy lo 
reduce resource mnsumpikm, wasta. discharges 
and emsswns 

Repal Io wak M to perform our duties and be 
hee of the effects oi akohol or drug!, at work. 

Rs!aiad !nir.rzztion 

- . Envuonmentei. Heakh 8 Safety PoScy 
Alcohol and DrupFree Workpiace Pollcy 
General Workplace Secunty Pow 

Ftyc -d 



Duke Energy values dwerse 

We 
equal apponundy that speaAcaUy prohibit 
dimrninalion on Ihe basis of cerlain dtferences We 

wll recmt select. !ran and comper+sale based on 

men1 expe ieme  and olhe- work-related vltena 

wlh laws concarnirg discnrninalion and 

person IS respected, and 

everyone's contributions are 

Trea others with respea on Ihe job 

Comply wlh equal employment opportunly laws 
includng those rekted lo disaunmation. 

___ 
harassment and retabation 

recognized We expect Duke 
Duke €new: emphyees must not 

e t!se any dif%wtces pra!eced by law as a lacor 
01 hmno ccnednre aciicn firng cr pmol ion  

iJ% m y  drfferenes pmtecttd by law .when 

deier-mmng !erms or condmons of 

Energy employees to act with 

mutuel respect and cooperation deasans 

toward one another We do not 

tolerate dtscnmination. harassment 

or dabation in the workplace 

mphyment such e$ compcm&icn w& 

assignments. Knployee devercpmem 

cpporlunibe:! waczlicn ai oucrinns 

e ReiF%~$e againsr a person M o  make6 e 
amplain! of dis.nminSian or homsmenl irr 

$cod lenh repc115 s u s w e d  unethel crmduci 
violations d Icws regulations cr company 
piilioes G r  pMirp?J?es n an :nves(gafion 

Reiateii iniori?:.?tioi: 

. 
t Diversity end lndusion Polcy 

- OpenDoorPolicy 

Affirmalive Action and Equal Employmenl 
oppcrtunrty P d i y  

nmssnenl~olicy 

(1: We postod a job :or an entry !EW: position 
oxpectins :a him a mbn:  grrdiraw snd WGW 

surprised whsn sever;! 0Id6r norksrs nppiied. 
IB i t  okay ?c him a y o w g e r  pereon. the way we 
ptannrdi' 

A :I :s a o m d  Ihe i;tw lo diow;nin~:s on the baslr d 
3n ii?dividlial s age :n!ew6lr~ $3 tb,e Ejua!fiad 
unbde!e% 3n(! *:re 
rc-gardiess d L!FL' 2se ?here mu$! be a vz'id 
realon uni&zm !a age fci GI empliiynent 
d e o s c m  

beg p e m n  for '310 job 
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- Complion and ober froud d a t e d  lnaifeasance 

- Overriding existing controls rendeing the 

. Fa!s$ying personal celetitials 
conlmk ineRcctive 

Falsifying dccu%enlS or csmfications required 
by company procedures onUcr regulatory 
a t t o r i i l : ~ ~ .  m&.fding providino your sicnature 
a5 a qua!;ty e ~ s u r a n w  check ~ i t h w l  
comp!et!ng Lte n s p m i m  plccess 

Tarnpgnng wlh docurnen!% 

- Pmic:paino :n inegai a=ts :n m!b;eon w:h 
0 t h ~ - 3  - in pamwior ccccea!:ng :he trarx:er d 
hnds invohed n =e t?'egi! z c c r z  !money 
Iaundenng) 



Duke Energy e m p l a y e ~ s  must 

. Recoil modon:s of herrssmenl 
Treat Fttier, wlh m5ped 

Puke Energy en?!oyees must nol 

. Hiiras5 anyone 

. Threscn msut zbi!m c: ndiclie cihers 

. Create on t~t7iiC1afig h&tk c :  ofiansrde W ~ X  

env:ronncnt 

Duke Energy wdl promptly and thoroughly InvestyJale 
dl roports d haassrnenl and wdl preswvo the 
mftdenlisltty of the investigafion to Ihe grealen 

possible extent Duke Energy will lake imrnedtale end 
appropmte actron up to and nduding IenninatKtn of 
smploymenl d harassment is deiemined lo have 

OCarlTed 

. - .  
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2T;Xk Or EXpk.fit3bG.G i'?iik€ Eflt .qJJ and lnlernei adwily generaled on or received by Duke 

Energy syslerns are wnsidered Duke Energy properly 

and are suQect lo random rnonrtonng tw mwse or 

abuse except Were prohibited by law 

b e  - ~- 

is-sourtes fmm such intm-sons 

F o k w  dl pdiaes and procsikrras re&& lo  ih+ 

pia.QcJcn cf infarm,lbn and informaon rescurft-8 

ndudrng n e w %  acrr?ss m d  a p r o p m e  %e c: L+:e 

Mtrnei and email 
C ~ r i t ~ ~ l  the li Help Desk lo reprrrl sny unusual 
a n ~ i l i e s  OI InspF;-c.paec nsk recarding cur 

tnfcrmlicn $yslrms and remums 
Be imiiier H h  !he Records Manegemm P o k y  

Records Managemenl Standard and :ha appkcaUe 

record refencan rrfeiuk 

Pmper!y F r m x !  inlonnc:on ex&sngc oa!aide cf 

Duke Energy 

Acft-ss Worrmdon cnkj in suppon of sped?ic 

business needs 

Ouke Energy ernpayes mus! no: 

Refa-;ed [nfcr.-e-;ioi: 

IT Secunly Policy 
Records Management Policy . Records Management Slenderd 
Personal lnlormaticm Prkacy Poilcy 



a: I am a flnencisl professional and &?en ?alk 
about business wlth my spouse Thet's not a 
nrohlem. !s :I? I only occaslonal!y rewest 
nonpublic informatJon en4 my spouse knows 
not !o tell anyone @%e. 

L Sign%ianl changes in corp~-& cbiedwes 
r %em of B sgnn-mnl sale d 8m&s 
. CPmges b.1 dividend pohcies 
. Financis1 Rquidiiy WO&+3mS 

C~~ZWC,S:~W.ES sugges:mg :he porsibjltiy oi tosdw 
tradhg rniiy result h an investrgation by a s l x k  
exchange or hy governmental a!?thorilles SUG! w 
invaslrgatio.7 could damage Du%o Energy s brand 
and replolicn and resuh in hobitdies or pena!tea 
incbding uirninai chsrqes andior fines agamsi the 
ernpfoyee. 

Cgr ,sspt-nsihii;:io:7 

Duke Energy ernplcyees are erpened !o ba very 
wrabI,wher: trading secuilties even the D u b  Energy 
secuiit;es in OUI reiremen! eccounls. lo m+he w e  lhat 

A V,is IS 3 probiern !ha! c c ~ l d  be cos;!y !or bo!h yeu 
and the company If p u r  s p ~ ~ a w  were Cjwr lo us0 
malena! nonpubi;c nlomalior! g ~ e n  by you to buy 
or sdl secm!lies both d you coirld be p!osecutc-d 
fa- ;IleSs! ;nsider!radinp Ycv akn;!d rlo! giwe any 
ionpublic i?iomation to your secuse or to o:hers 

-.- 



Duke Ener&s success en globe{ busness transactors 
depends on ow compliance 'Mlh couniryspscifc 

constraints and mnddoics and senullvq to oca1 
customs The taws regulations and mnvenlions 
governing cur internalcanal business relabowh ps vary 

fiom cwnby to count"/ $1 IS Duke Ene-gys pobcy Io 

mmpty not only with the tetter of thew l a w  but axso 

wtlh their sp nt fluke Energy 9 also respons ble for 

folbwmg c w a n  U S laws when doing tusine65 

culside of the lfnded Slates Snce violations can resuit 
in subnantal Rnes mpnsonment and Severe 

rcstmions on the company's abdZy to do business rt IS 

essenhal that Duke Energy empoyees follow them II 
local IN cordbds wrlh applicable U S  law. or d in 
doUM fw eny reason ask for guKIance before laking 

any action 

The FCPA and OECD Convention Iegirlation make it a 
crime to promise. offer or give anything d value to a 
government offiaa! or a p06lical party or candidate in 

advantage The FCPA aver8 all wuntrtes in which 

Duke Energy cumntly has operabons and Vte laws 
implementing the QECD Convw.ton have been ratfied 
by many of those countnes 

The Treasury Department's O F i  of Fom~gn Assets 
Control prohtbits U S companias and lhefr !oretgn 
subsidlanes from dang bwness w+h cenain muntncs. 
agencies and indwduals Regulations vary depending 
on the country and the type of lranwclion 

To pwvenr senslive gwds IQchflOlogy and sonware 
from fafling mlo h e  wrong hands exports of i t a m  
sensitive lo certain munbres and mdrviduats may be 
restnded or prohibited These restndions and 
prohibltions may also apply lo bensfers between Duke 
Energy and ils foreign subsidianes 

Rekts t '  :.?:E)TF;.dtlG:? 

e Cornplimx Wrth the Foreign C m p t  Pradrces 
A d  Pohty 
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Dtiko Energy ts sublecf to vanous 
!aws, rules and regulations .-..lL,* .,...,, J r...rl.,E%ST:Jii 

marketplace ieputation damage, 
loss of shareholder value. and civil 

and cnmrnai charges 
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tiowever because 1aiv5 2nd regdatlons govemng 
poliitcel .%I vi1,es end conlrbutions ere complex and 
dwerse empbyees mist nor undeqake such 2ClVhleS 

on behell of Duke Erergy cr on mmpaiy ! me mthoui 
the pnor approval of 3uke Energfs Government Afla rs 
depanrnenl 

AS a company Duke Energy adively supports positions 
important Io our business From tune to lane. the 
company provldes In!ormation M) 11s political adMtieS 

end shares 11s viewporn! wdh employee3 customers 
and the general plJblk. We respen anyone s right to 

poGtical preferences 

:ai::. &$pGilsi?.iii:iEs 

Duke Energy employees B(B expected lo fOllOW these 
guidehnes to avoid vidahng laws ap.d regulations 
concerning political adrvfties and amtributions These 
guiddines are applied consistenUyamss the company 
for those involved in the pobt id arena Moreover. 
these guidelines are intended to protect both the 
company and the candiate horn expcsure lo polenllal 
uotatlons 01 campaign finance lobbying and elhlcs 
laws 

G J k e  Energ9 mpirjees must 

Clearly idenr;:y indr&m!. psrsonil pclaical views 
as sud: end no! those r;: Dekc E n e ~ y  . Get approvd :ism Gavcmmerii M e r 5  M w e  

per!o,ming pccL(;ciif acivdks on CO-TI~STY t n e  or 
usng ramosny ~OSOUICE~ ind icmg c s p y  
ma;+hes ccn ip$us  :ebphmes w d  a'her forms 
of company j)ruw'ty 

campaign ic: or serve n pu*lic o?ke  
* Avoid confficis oi m:ei~Si ?+tiin wmng !f? public 

c5ce ky eiicusng wmekes I r o n  any fickW4 

. Nott!y supervis!on then mein:: p!em :e 

ii?&Er9 L?YCPI lq  Ccke E w g y  

-_  c -  1 - -  _ _  

Honest Leadership and Open Government kd of 
Mo7 Guidance ( HLOGA') 



Unaufhonzed and rnappropnate 

releases of infomalion to the pubflc 

can result tn Vrolalm of full 
disclosure /aws stakeholder 

confusion and damage to Duke 
Energy's competitive position brand 
and repufafion Only authonzed 
spokespersons shouM pmnde 

infomafmn about Duke Energy 

Informatan Requests and Government 
InvesUgaItons Policy 

+ Legal Process P0t;cy 

Regule(ion FD Policy 

audiences t h m g h  speeches presen!e:ions 

inl&riewf p m d  .l.scusstcns aflictes papers 

wneys, pubkc in1Rr.el forums suctl as me&-e 

bcirds and bfoss anc the like mun 

Ob~ain management approval belora 
prriceedmg wth public cornmmiceienc that 
dam or ;zppea to be on khaE d Duke 
Energy 
Rwde acerma;e advance djcz 10 the 
EpprupnElE mmunicaions stail **en 
plannmg to speak as ij repreutsenllwe 0: Euke 
Energy in order IO iecciye proper a w c e  horn 
them rqarding the oppmunny included are 
~nuaiionc shere employees B'E speaking M 

teheb ot sn iwlusrr WBk2orce cr cornrnmee 
Refran lmrn offomg Opnis-13 or aniL#nng 
wes:ic"s t y c 4  z*m d expense 



:nfcmal on .n:ec;?l:, ~ J X C  seaxi?: wc 
sandarcs s&?i1?9 retuie cr+c.’g ~ i l ~ f i b o n  

~- -~ 
Duke Energy‘s rntegnty E% be senousty questioned 9 
recards are not managed appmpdmely relalned fw 
the appmpnate lenglh of the  or are not disposed of 
prnpedy Fadure to appqmalely manage records 
plwzs us a? nsk for possible penabes fines end other 
sancfions H could &io put Ihe company st a Serious 
disadvantage in any ldigslia, We musl demonsbale 
accounlabibty by handling records properly 

Re$prJzsibiliPie.; 

Dtke Energy ernpfoyees mi151 

* Elspose d recofdi not subjecl lo 3 hoM M e n  
they have fuBI?& their tiusmess pilrposss 2nd 
hzve  met their retention p c d  

Duke Energy erqloyaes must not 
Xrmngiy deosiroy. akci or :S:edy rwor6s the1 
am on hoM or have not met their reienlmi 
p%<DdS 

E e i a k d  irtfo:rr:cttior: 

Records Management Policy 
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Llmded p?mwt use of computets and other gfiice 

resources on company time is aWowed. However 
because exCeswe personal use can be costly and 

(mpact profileb~lny ernp:cyees we expected to ilse 
good judgment 

c ~ k e  E.ceri-~ iqvess in 2nd L J S B S  

;c,,ar:7 .. - ,- 
~~.S! ,TESS s!i;ieg;v and ili2jjCictives 

: !;ese ESSB~S i n c i ~ ~ ~ e ,  b ~ t  are n d  

-, 

'he personal use of equipment toots and macWnery 1s 

not alfowed except where spewlic deparbnental 

procedures a k w  for such use 

. .  zss& IC a&J2;:ce ;is 

_. 

The umpany does no1 intend to Intrude Cn Bn 

employee's pvacy However. !he company does 

r e s e ~ e  !he ngh! to search employees h e r  vehrde or 
olher personal property and any company property 
assigned lo employees dunng tho workday or whde on 

- ~- 
i.ril/?Ed 10 Com.?LlteG 2nd clher 

flsCa T&SGUfC%S, SUpQfJES, 

pouipn7cn:, fools. machmefy and 

!PJOrk ! h e  company or customer pmpeny to enlorce any company 
policies as permitted by law 

Guke Energy emphyeer are e.pecte4 lo use 
Duke Eneqy 8 5 ~ 1 5  as6 resou:c%s :cnpwslbIy and 
lor legitimate busifiels purposes 

Duke EmrZly employees must 

. Talk IO a ~UFE.WISO~ M e n  I! 8s underr d h e  use ol a 
n r n p n y  ass& in a gwm snutmon is eppropriate or 
k f a c  remvmg m y  coiwany p m ~ e r t y  for permxal 
use 

~ Cooperate dunne eny insxclens of !nveat~etmons 

Duke Energy einphyees must nd 

?. F.CiZ[C$ i-i;r_-rT:ation 

v lnformabon Technology Ass& Management 
Pmperly Equipment and lnventwy Poky 

Policy 
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As the company s chid & h a  and mpl iance diicer I d.rect the corpcrate evUcs and COmpliatXX 
program that provides oversight I&mg and management of compliance wth laws rqulahons and our 
Code of Business Ethrcs 

The goats for the ethics and compliance group are lo 
* Promote a cutlure that encourages ethtal m d u d  and a uxnmibnent to compliance Mth apptlcabte 

rules 

Prevent d e l e  and act on unethical and non-cnmpliant activity 

Stream1 ne ethics and compliance processes and autclrnate tas 

Tradc and report ethics and compliance resuSs across the e& 

. 

* 

intervene &hen p s t b l e  

Create an open environment -&ere employees are wMing to seek a h c e  fecwn 

rniscmdud and believe the resolution process IS fer. 

All Duke Energy mployees have a raponsihlity to understand ard foltowthe Code of Business Ethic6 

their bnoness dealings We also have a respanslbilw to report nokhons of ths Code. applicable laws o 

governmental regulahons wlule perfomtng work for Me company. 

Employees are also expeded to repart any threat to human healalth. safety, the envirwtmenl or the 
mmpany s assets When needed employees shw 
or policy issues (Y other busmess-related conduct 

k danncatlon w guidance on ahi~4. 

To repart a vidation or seek guidance 

Talk to your supmsor or your manag& 
and compliance office 

esenlabve M the & G i n  

If you aren t comfortable with any of the repomng options a b v e  or if  you feel more cwnfortable reporting 
anonymously use the EthksLine 

Duke Energy values dear and open communmtans and respects Lhe contributions of dl employees 
Duke Energy unlt not retallate against any employee who in good fatth reports suspeded unethical 
conduct wdahons of laws. regutalrons or company pcdrctes h k e  Energy wU not terminate employmem? 

demote transfer to an undesirable assignment or otherwrse dixnminate against an employee for d i n g  
attentlon to suspected iRegal or unethical ads includmg provtdmg inlormalion related to an vwestigation 

People In management aren t the only ones in a postion to ensure'w do the ngM thing' Every 
employee should be an ethical role model I encourage you Io be pail of the cutture that makes w r  
company a place Mere  our elhtcs and values are demonslraled and supported wth every acIiin 

I iock foma:d to working along wth you in supporting our company s rnisson and vatires 
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Ucke E i i e r p  Corporatioft (the "Cotin") 

rlw Code contains the standards and principies 
that fitable directon to make good ~-!c-cisioi:s that 
fulfill the letter ,in0 spirit i j f  the Im, and %il>Wt 
Duke Energy s ~ l i i e s  

These valties provide a strong and andwii-ig 
frainework fcir dealing with the ethical dileminas 
that ma!, ariye in the coiirse rj! doing business. 

ivili Ibt? reasonably designed !o deter wrotigdoing and 
lo crorriote accoiintability for atfhereiicc to this Code 

Waivers of This Code 

All d i rwtors  are expected '!o follow Vie standards set 
forrh in this Code Any 5ww1er frorn any part of this 
Code requires ihe express approval of the Board tor 
a comni!:tee { i f  :he Board. follotwing disclosure of all 
relevant ititormation and will be proinptly disclosed 
to Ihe piiblic 

Annual Review 

The Board or a con?mittee of the Board will 
review and reassess the adec~u;?c~ of this Code 
on d periodic basis and the Board may mahe any 
aniendmerits to this Code that i t  deems dppropriale 

This f iJtJe, revised Ff?b:tJar)/ 26, .?c)o8. 
supersedes 211 previoirs versioiis of the Ckde of 
Bustiless Conduct .and Ethics for Members of the 
Eoarrl of Directors ci Chilie Energy Cnrporation. 



Fair Dealing 

r 

Corporate Opportunities 

Confidential or Proprietary Information 

. , . . .  . .-, , , .  

. .  

Protection and Proper Use of 
Duke Energy Assets 

Compliance with Laws, Rules 
and Regulations 

Insider Trading 

,: .~ : , . 

.. .. . :, .. .. 

. .  
_.. . . . . ,  ‘ 
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Act with integrity. That's a clear expectation and firm requirement at Progress Energy, and 
it's central to our culture of responsible behavior and high performance So read the information 
in this Code of Ethics Understand and follow its guidance Actively help our organization do the 
right thing 

Our culture statement on the next page contains two other attributes that relate directly to this 
strong ethical tone at Progress Energy One attribute is to "treat everyone with respect, honesty 
and fairness," and the other IS to "hold each other to high standards " These behaviors speak to 
our core comniitnient to earn trust and confidence inside and outside the Company 

This Code of Ethics is an important part of our rigorous Ethics Program II you have questions 
about it or any ethics-related matter, talk with your supervisor, or seek advice from the con- 
fidential Ethics Line ( 1  866 838 4427) or your Human Resources representative It's important 
that you know, not assume, the right answer when it comes to ethical behavior 

Thank you for all you do to help us live up to our responsibilities at Progress Energy We have a 
record to be proud of, but it requires daily attention to acting with integritlf 

Williani D Johns& 
Chairman President and Chief Executive Officer 



Focus on safety first 

Act with integrity 

Excel in our core mission of serving customers 

Be outstanding financial and environmental stewards 

Cultivate diversity and inciusion 

Treat everyone wi?h respect, honesty and fairness 

Hold each other to high standards 

Callaborate, adapt 2nd improve continuously 

e 

0 

* 

0 

0 

e 

0 



1 he Progress Energ\! Etl i ics Frograin provides a drticrural fwritfation for the preventiuii, 
detection and resolutioit of unethical and wlawful business-related conduct -- 

At the heart of the program is the Code of Ethics This document provides overall guidancr? in 
upholding our ethical and legal responsibilities and is supported by more detailed guidance 
prrivitled in the Company's polii:ies. practices and procedure maiiuals Covering the eiitfless 
varieiy of situations with a single Code of Fihics is tnipossible, thus, einployees inust accept 
purson;tl responsibility for exercising appropriate behavior and maintaining high ethical 
<taridads Employees are also responsible for acquiring sufficient knowledge of the laws and 
regulations impacting their work responsibilities to meet :he standards set forth in this Code 
of Cthtcs 

Fmployces rnav report ethics concerns using a 24-hour telephone line administered by an 
independent company The Eihics Line provides a confidential and anonymous way for eniployees 
to subinit ethics-related questions or report suspected Code of Ethics violations without fear of 
reprisal Eiriployees iriay also raise ethics-related ~ S S L J ~ S  to their supervisor, Hurnaii Resources 
ieprcsentative. or directly to a member nf the Ethics Prograin staff Allegations of Cnde of 
f thics violations are investigated, and i f  substantiated, responsive action is taken in tlie forin 

of disciplinary action, enhanced coiitrols or other appropriate measures 

The Code of Ethics and the related policies, practices and procedures are not intended as 
a contractual cornmiinierlt or iobligation of Progress Fnergy i o  its eniplnyees The Conipaiiy 
reserves the right to modify, ainend or rescind any provision in this Code of Ethics or any 
policy, practice or procedure 



TRACTORS AND BOAR5 BERS 

All employees, contractors and board members are expected to 

e Read, iinclerstand and ahide by the Code of Ethics 

e Exercise appropriate behavior and inaintain the highest standards of ethical conduct when repre- 
senting the Conipany iii an official capacity, which includes traveling on Company business and 
altending functions hosted hy  third parties (e g , conferences, storm duty, etc i 

* Seek advice from iheir supervisor, the confiderilia1 Ethics Line ( 1  866 8ETHICS or 1 866 838 44271, 
a Human Resources representative or other appropriate Company soiirce i f  uncertain about the 
meaning o r  application of the Code ol Ethics nr when in doubt ahout the hest course of action iii a 
particular situation 

e Learn and comply witli laws and regulations applicable to their work responsibilities 

0 Contribute to a workplace environment that is conducive to and encourages conipliance wi t l i  the 
Code of Ethics and wi th  laws and regulations 

* Llaintairi sensitivity to alleged, actual or suspected illegal, unethical or iniproper conduct by a 
co-worker, SUPPIIEI, customer, c,onsu/taiit or Nlier person or organization with whorii the Company 
has a relationship, and report scich iiiisconduct to management, a Human Resourc.es representative, 
a member of the Ethics Proyani staff 01 to the Progress Energy Ethics Line 

0 Cooperate wi th  Cornpany investigations by provitiiny complete arid trMhftil intormation Failure to 
tkj so may be deenied a Code of Etliics s.ioIatio11 that may lead to disciplinary action, tip to  and 
includiny iermiiiation 



a 7  emplovees, all Progress Energy leaders have a responsibility to 
eiisure that employees within their line organiiations are atware of and adhere to their etliical resporisibilities 
Company exenitives managers and siiperuisorr must develop and maintain a workplace environnieiit that 
stresses coininitinent to arid compliance $,/itti tlie Code of Ethics and with laws and regulations Coiripany 
leaders are expected to 

e Exhibit tlie highest standards of ethical conduct at all times and avoid the perception of 

0 Ensure that employees under their supervision receive a copy of the Code of Ethics and read and 

e Ensure that employees receive appropriate training in the meaning and application of the Code of 
Ethics and in the laws and regulations related to their b o r k  area 

Ensure that eniployees understand theii affirniative duty to report actual or suspected Code of 
Ethics violations and ttie procedures and mechanisms available to them fo i  reporting 

unethical behavior 

understand its requirements 

Q Welcome discussion around eniplnyee ethics questions and concerns 

* Forward reports of suspected Code of Ethics violations to tlie Etliics Program for investigation 

* In the event a Code of Ethics violation is substantlated, take appropriate remedial action including 

using appropriate program resources 

brit iiot Iiitiited tu disciplinary action, eiiiployee traininy andjor policy or piactice changes 

0 tvlaintain a workplace eiiviionment that prevents retaliatiun or reprisals agaiiist art employee who in 
good faith reports actual or suspected Code of EIhics violatrons Retaliation against employees who 
report perceived harassment or other Code of Ethics wolations, or whu participate in investigations 
as witnesses or in other capacities vinlates the law and Company policy 

Avoid a romantic. sexual or financial relationship iwth an eiiiployee or contiactor iwthin iheir 
scope of supervisory conlrol because i t  ieasonably c o ~ l d  be perfwed to give unfair adsantage 
to the employee or roiitracior and could inipuyn the integiiry of the manager or tlie repuralion of 
ttie Companv In the went that surli a relattonshio should dewlop the inansger must immediatelv 
disclose the ieIatiun:hip tu hi> or lier itiimedia+e super\,isor and his ui lier (Iepartiilei~t liead lo 
ensure that the matter is evaluated fully 
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The kiitlil Services Department is responsible lor atlrninisteriiig the Ethics Program under [he guitlance ol 
the Legal Department Ethics Prograrri staff provide tools aiid resources that facilitate the understanding 
of Code of Ethics requirements and the reporting and investiyarion of suspected Code of Ethics violations 

Ethics Program Staff Accountabilities 

The Audit Services Department maintains an Ethics Program staff accountahle for the following 

* Pioinotiny an organizational cultuie that encourages elhical, lawltil cuiiduct 

* Developing, rnaintairiirlg antl interpreting the Code of Ethics 

0 Administering a system for reporting, investigating and responding to alleged violations of the 

0 Ensuring that appropriate and consistent action is taken in response to substantiated ethics cases 

0 Developing ant1 delivering an ongoing awareness campaign designed to cnhance directors’, 
employees’ and contractors’ awareness of antl compliance with the Progress Energy Code of Ethics 

Company’s Code of Ethics 

ofling Suspected Code of Ethics Violations 

Employees, contractors arid board mciiibers who stispect a violatioil of the Code of Ethics should contact 
their immediate siipervisor or their next level of inanageinent If for any reason iiidivitluals do not wish to 
report an issiie t o  their supervisor, they may also report suspected Cotle of Ethics violations to their 
Human Resources representative, a member of the Ethics Program staff, or anonynloiisly and confitleiltially 
to the Ethics Line at 1 066 8ETI-IICS (1 06fi 038 4427) or iii writii iy lo th is ad!lress Ethics Line, 
PO Box 1343, f-laleigh, MC 276132 

The Ethics Line is  a 24-hour dedicated telephoiie line iiiaiiltained for Progress Energy by an independent 
company Ethics Line reports may be inatie anonymously Calls received on this line ~i~i l l  he answered b v  
speciallij trained individuals and will he reported to the Ethics Program staff for appropriate investigation 
Employees may also call the Ediics tine to check on [lie status 01 pre:;iousiy reported allegations Mail 
received in the post office box will be reniovei 
Sanie iiianner as telephone calls 

Issties rele!ed to the iqjerztion &sign, hbricar;oIi, :nrjtfiiicat:on, rnair1teiiance !eRt or inspection of 
Froyiess Eiisryy’s liilcleai plants Shi,iilti be I eported thiuiiyh apprupi i~ te lii’ies (21 r i iai\ayell i@it or tliroligh 

B nwnber of the Ethics RfJgraln staff and handled in the 

1-1 F r w p  Employee Concerns Proy 
thics :da i iur lS repu:tetl tu the Nu 

per N 9S-NGG r: - 04 00 E 1 np 1 o;:ee Coiicer ii s 
t Gr;.iicra:im Giniip F!nplu:.t;e i3onceriis Proyrarii 

v v i l  tie dispc’isiiioiied thioliyii the Ethics Prayam 



i n v ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  

Allegatioiis of Cude of Ethics biolatiuiis are i i i ie5t iyated b y  trained sublect iiiatter expert in\estiyatois 
Investigations are, to the extent possible, rontlucterl i:onti(lentiallv llnder no circtiinstances L v i I 1  an 
i i ibestigatioii be conducted hv, or urider the siijiervisioi1 of, 3ri 1iitfibidu61 alleged to have i,oillirlitted the 
violation at issue 

A ~ ~ ~ ~ a ~ ~ ~ ~ ~  Relating to A~~~~~~~~~ and internal Controls 

111 tlie event of serious allegations regarding accounting, internal controls or autliting matters, the Audit 
and Corporate Performance Committee of the board of directors conducts a special review accordiilg to 
Procedure lor the Receipt of Complaints by [lie Progress Energv Audi t  and Coiporate Performance Coni- 
inittee of the hoard of directors. 4Dl~I-IiOCO 00004 This policv crivers cornplaints regardlily actions taken 
by senior management or coinplaints of any unethical or criminal activity regaidiny fraud, accounting, 
internal controls or auditing riiatters that relate to the fair and accurate presentation of information in the 
Company's financial statements 

Al l  employees are expected to comply with the Code of Ethics Failure to do so will result 111 disciplirlary 
actioii, up to and including termination of cmplovmcnt An employee also IS in violation of the Code of Ethics 
i f  he or she assisted in activities, had wffirieiit knohledge of and did iiot iepnrt actidities. or directed or 
authorized others to perform activities that violate the Code of Fthics Fnlployees who !riotate the Code of 
Lthics may be denied their aiiniial Einployee Cash Iiicentibe P:oyiani (ECIP) award Managers participating 111 

the Management Incentive Compensation Program (MICP) iriav habe their revbrard retluced or deiiietl 

Employees, contractors and board members are required to cooperate and shall not provide false or mis- 
leading information during any Conipany inbestigation or any inLestlgajion,relating to a Company actiiity 
tmployees, contractors and board members who fail to cooperate, or wh6 provide false or inisleadiiig 
information, shall be subject to discipline, up to and including terinlnatlon 

Code of Ethics ~~~~~~~~s 

Ttiis booklet features sexrat scenarios invoi). ing ethic? violations, but c o w i n g  the wide 'Jariety of potential 
situations gditliin a single Code of Ethics is i i npmib le  I f  i l lere aie questioiis about how to handle a 
puticulai situdtion, eniployEes arid ixntiacrors stiot.Id ioiisult with their supEiiisors ftor yidsnLe If 
indi;iduaIs do  not wish to discuss tlie bitiiaiiuii \ ,  i t l i  their iniriiediaie siiperi'is3, they s l i ~ u ~ ? ]  ccintart their 
tiuman Resources representati!/e a ireiiiber of the Cthics rrograrii Ltaff or the Ethic: L I R E  ! I  866 8ETIIICS 
UI 1 866 3.38 4.1271 

EnipIo,v\ cnntractors 2nd w r r l  i n e m k r ?  inr ,i<it t i e  itiis Frrigrnn ite bttp vi?grP~;nPt 
nioss, ethics pages, Default aspx ?,<t e<%d 1 I 

I Jiitiici irifnrniation f r~q i i en t l  I a+ed ethi:s i m - t i c r w  aiiii liil eri.lli e of ethirs relater! inn in  iirit:atli?r Y 

o v a n :  IniiT; let The sile featire.; ' i lw~ F r r w n l  



_ _ _ ~  ____--__ 
The Ethic? Pingram is merseen by Coriipanv executives snti inembers 01 lhe board ot riirectors Speciiic 
overw$n rules and respoilsit!ihties include the f u l l v ~ ~ i i i g  

Esard of Directors Audit and Corporate Performam? ~~~~~~~~~ 

The Progress Energy Eoartl of Clirectors Audit anti Corporate Performance Committee provides gobernance 
overslahi for the Ethics Program The Committee's iesporisihtlities include the following 

* lclaintain hnowledge and understanding regarding the content and operatton o l  the Corporate 

0 Provide reasoiiahle oversight with respect to the irnplernentation and effectiveness of the 

e Conduct special reviews according to  Procedure for the Receipt of Canplaints hy the Progress 

Ethics Program 

Curporate Ethics Prugraiii 

Energy Audit and Corporate Performance Committee of the Board of Directors ADM HOC0 00004 

Senior ~ a ~ a ~ ~ m ~ ~ ~  Committee 

The Conipaiivs Scnior I\~lanageiiicnt Committee (SMCI provides policy oversight for the Ethics Program 
The responslbthttes of SLIC inembers include the following 

* I\i lmtaii i  kiiowlpdge and understanding regarding the content and operation of the Corporate 

9) Create anti iiiaintairi an nrgani7atini1al culture that encourages law-abiding arid ethical conduct 

0 Serve as the final approving authority for iipdaies to the Code of Fthics ant1 relatetl policies 

Ethics Program 

and pruce~lui~s 

0 Appoint executiws to serve on the Corporate Ethics Committee 

9) k:laiiitaiii aivareiiess within indiiwdual mfiiibers' respectitje line organizations regarding tilf 
SiyilifictliVe ut and dut) to ~otnpby with the cuik of Ethics 



Chief Ethics Officer 

Progress Energy's General Coi~iisel, ui l i is or her designee, shall serve as the Chief E tliics Officer His or 
her responsitiilities are to 

9 Ensure the Corporate Ethics Program complies wi th  relevant laws, regulations and other 
applicable guidance 

regulatory expusure, inetlia interest and/or einployee relations issties 

Committee regarding Ethics Prograin activity so that tliese cornrnittees inay nionitor program nerds 

* Oversee the investigation of rases posing a high risk to the Company as the result of legal or 

* Ensure communicaticln wi th  the SMC and board 01 directors Audii and Corporaie Performance 

Corporate Ethics Committee 

The Corporate Ethics Coininittee is cliaii ed by the Chief Ethics Officer and includes executive represenia- 
tives from across the Progress Energy system The Coninlitlee meets on  a periodic basis and provides 
opcralional oversight for the Ethics Prograim Its responsibilities are to 

a Monitor trends and review cases iiibestigated by the Ethics Prograni to e i i ~ i i i e  appropriate and con 
sistciit action is taken in rcsponsc to whstanl iated allegations of violations of the Code of Ethics 

* Review benchmarking and best practices for corporate ethics programs to enstire that the Ethics 

* Review arid recommend ethics-related policies and procedures to l he  S M C  

Program maintains its effectiveness 



YOUR ~ ~ ~ ~ ~ ~ S ~ 5 i ~ i ~ Y  

Bemuse of the riatiire of its business, the Company is subject to numerous. coniplex leaal requirements 
Employees are expected to acquire sufficient knowledge of applicable lahis arid regulations on safety, 
health, the environment, eniployment and other areas impacting their work responsihilities This will help 
ensure that Company operations are conducted in conformity with the applicable laws and regulations 
Violations of the law can result in botli personal and corporate liability 

Conduct that occurs away from Company property and outside of the ncrmal course of Progress Energy 
business may also negatively impact the Company Off-dirty illegal activity may jeopardiie workplace 
safety or security, Progress Energy’s image and reputation, or the Company’s ability to carry out its duties 
The impact of any off-duty illegal activity on the Compaiiy’s interests wil l be assessed on a case-by-case 
basis Progress Energy may take disciplinary action, up to and including ternlination of employment, as 
the result of an employee’s, contract worker’s or board member’s off-duty illegal activity in violation of 
the Code of Ethics 



QUESBBOMS AND ANSWERS 
---- 

Q. Some of Ihe regrilations that apply to rnv ~ o h  seem trivial nr inconsistent hlust I really rrbey then1 
all even if they make i t  difficult to (lo my lob? 

A. Yes We musl obey every applicable law and regulation II yoti hade questions about tlie inter- 
pretation of any requirernent, you or your management should consrrlt the Legal Department, 
n member of the Ethics Program staff or call the Progress Energy Ethics Line at 1 866 8ETHICS 
I 1  866 838 4427) 

Q. I work a t  a NERC CIP site and it is inconvenient to badge iii every tinie I re enter tlie restricted 
area I know I am supposed to adhere to the Company’s NERC CIP Enterprise Physical Security Plan 
but woiltd i t  be OK to temporarily prop open tlie door or tape the latch down so I can get in and 
out faster? 

A. N o  The NERC CIP Enterprise Physical Serurrry Plan, SEC-SLIBS-DO086, clearly states that 
compromise of the established physical arcess controls is prohibited 

Q. Do I really have to complete certain kinds of training such as the Federal Energy Regulatory 
Commission F E R C )  Standards of Conduct training every year? 

A. Yes Compliance with federal and state regulations iniust he a priority for Proyress Energy 
employees in all of our business activities Attention to requiremeilts arch as the FERC Standards 
of Conduct, which dictate annual training for designated employees, is an important part o l  our 
compliance culture 

0. M y  driver’s license was recently suspended hut I am required to drive on Company business Ani 
I obligated to report this to my supervisor? 

A. Yes According to the Cornpany’s Driver‘s License Policy, HRI-SIJBS-00335, eniployees required to drive 
inn Company business inust report aiiy suspension. revocation or ot l ie~ change in license status to the 
supervisor before the end of the business tisit follii:;v:ing the day the driver received notice of the change 
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YOUR RESPOMSDlBlLlTY 

Progress Energy's coniinitment to q u a l  eniplopieiit opportunities covers all terms, conditions and privileges 
o l  eiiiployinent, including, buk i iot liniited 10, hiring, job placement, lraining, compensation, discipline, advance- 
ment and terntination Ttie Coinpany corilplies viith federal affirmative action guidelines to nleet its requirements 
as a federal contractor and because i t  is coiiiinitted to making gooti faith efforts to achieve equal 
employnient opportunities 

0. I want to apply for a position in an area in which I have s e w a l  years of experience, but I was told that 
the position would go to a \/oiirigcr less experienced. "high potential" candidate because the hiring 
manager needs lo develop sonte 'bench strength " This seenis discriiniriatory Should I still apply? 

A. Yes You should apply for the job so tlie hiring manager knows that you are interested in this position 
The hiring nianager should select the best-qualified candidate for the position, regardless of 
age However, you should recognize tliat a diversity of length of service and types of jot? experience 
within a workgroup IS a legitimate selection c.riterioii and not inconsistent with the Code of Ethics 
The Company's Equal Opportunity Policy, HRI-SUBS-00205, states tliat the Company will "provide 
equal opportunity in all job classifications to all employees and applicants for eniployment No 
person will be discriminated against on the basis of race, color, religion, national origin, sex or gender, 
pregnancy, sexual orientation. age, disabilily, vekeran stai l is or genetic inlormation " Employees 
who believe !hey a:? being, ei liave !!een. discrirniiiated ayainst based on one or iiiore of rhe ahove 
referenced categories should immediately repori die incident to their inanagenient, a Human 
Resources ropiescntativi: a nieiiibei r;;f [lie Ethii:s Pioyain staft or tlio Ethics Line 

Q. I heard that vvlien tile Con:paii!/ receives federal funtling i t  is subject to atfirlliah!,e action requirements 
tliat sei racial orid gender-based hiriii(i iliil8i;r Arm t hiring quotas discriniinatory? 

I$. Yes kc a federal cciii!ractnr. FG1.J is ieqtiired tn fnllow atfirnWive action guidelines set by the Office 
of Federsl Contract i'orr;piiaiice Programs T l i f i x  gtiideliiies do not require the Company to meet hir- 
ing quotas blJt rather to ile~,.eiop and iniaintain aiticii-oriented aiocjiains that i t  believes in gnod faith 
\A!III promote eqIJd enipiw~riient opportiinitl; throigli the de\t?lopn-tent of di\.:erse applicant pools The 
Company's affirmative ac tiai i equireiiieiitj tlrl iiiit impact a !iii ins iwnqer':, iespensihilit!/ to tiire the 
best-q!nlified c.ant1idate haserf oi: ;he pcxted lob requirenieris, according IO HRI-Sli5S-00200 



Iiarassrnent is  prohibited and will not he tolerated Sexual harassment and other types of discriminatory 
harassment violate Coinpany policy and the law 

Sexual Harassment 

Sexual harassment can include unwelcome sexual advances, requests for sexual favors, and other verhal 
or physical harassment of a sexual nature when such conduct explicitly or implicitly affects an indi\jidual's 
einploynient, unreasonably interferes with an individual's work performance, or creates an intiinidating, 
hostile or offensive work environment 

Sexual harassment includes actions and behaviors that take place hetween members of the s n i e  sex as 
well as members of the opposite sex The most blatant type of sexual harassment is a request for sexual 
lavors in exchange for job-related henefits Other examples of conduct khat may be lotind lo be sexual 
harassment may include, hut are not limited to, the following 

0 Verbal - propositions or innuendo, flirtation, suggestive or offensive coinrrierits, sexist comments, 
humor, jokes and teasing about sex or gender-specific traits. rumors about other employees. 
whistling, and verbal ahuse and insults 

0 Nonverhal - sexually oriented gestures, signs, cartoons. pictures. graffiti or paraphernalia 

* Physic21 -touching, patting, pinching or hrushiilg the body 

Other Types of Harassment 

tlarassmeiit incltides verbal, inonverbal. or physical conduct that slio\vs tlislike 5r !ioStiIlty because of 
race. color, religion, inational origin, sex or gender, pregnancy, sexual orientation. age. disability, covered 
veteran status or genetic information and that 

Q Creates an intimidating, hostile or offensibve working environment, 

* Unreasonably inierleres iwith an indi~:idual's work, 01 

* At lve isdy affects an individual's eiil(jloyii1ent oppiJrtiiilities 
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Eirlpioyees wlio believe they habe been liarasserl or observe 01 otlierwise i:eciliiie dvme of such harass- 

Manager - Corpurate Diversity and InclusioniEqual Einployinent Opportunities or Lhe Ethics Line 

l l i i s  procedure does not require an employee to report perceived liarassnient to a supervisor or to an individual 
whom tlie employee believes to he the harasser All reports of harassment will he investigated IJnder no 
condition will the investigation he conducted by or under the direction of the alleged harasser(s) For a 
more complete description of the Company's sexual harassment policy, see the Employee Ifandbook, 

inent should immediately report the incident to their supert/isor, their Human Resources representative, the ~ 

HRI-SI JUS-00315 

Q. Sometinies I have heard inappropriate jokes and vulgar language used hy others at work When 
my co-worker brought this to the attention of a senior member of our team, the response w a s  
"Lighten up and yet used to it, that's just the way vve behave " LZltiat should I do7 

A. Einployees who believe they are being liarassed or wlio observe or otlierwise hecome aware of such 
harassment in the workplace should immediately report tlie incident to any one of the reporting 
sources identified above Employees are encouraged to speak fvlih the person listed above with 
whoin they feel most comfortable 

Q. During a seminar iny workgroup was anending, I heard a co-worker address oiir feniale counrerpart 
iii a very iiriflattering and derogatory nianiier Tbis comrnent made the entire table uiicoinfortahle, but 
since it  happened outside of the workplace. we felt it was none of our business Were we right? 

A. Eniployees are expected to exercise appropriate behavior and maintain the highest standards of ethical 
condiict when representing the Company iii an official capacity, vdiich includes traveling on Company busi- 
ness and attending functions hosted hy third parties (e g , conferences, storm CIuty. etc i 

Q. I receiitly attended a training session at work wheie tlie facilitator repeatedly referred to a couple 
of e1iplo\!ees as "The Gelifen Years Group" and the "Centrum S i I w  Crowd ' Everyone in the class 
laughed, including tlie iiidividuals l ie  was targeting. h i t  is it really appiopriate to atldiess employees 
in this manner? 

A. No Any joke that is intended 10 demean oil tlie basis of age is improper Sornetinies people laugh to 
cover up theii mbarrassment or tlisconiiort It is important for ernpioyees to act consistently with 
c u i  \,slues of inclusioii arid collaboratioii 



The Company is committed to providing a safe and respectful workplace and will not tolerate any unwanted 
or liostile physical coniact, including physical attack, threat of violence, harassment, intiriiidatiori, gesture rir 
daiiiaye of property by or against any employee 

Any employee who experiences, witnesses of tias knowledge of acts, conduct, behavior or coniniiiniation 
(i e , ij threat] that may be or may lead to a workplace vcolence event should immediately report the incident 
ti? ariy of the following 

1-heir inmediate supervisor or next level of management 

* Their Human Resotrrces representative 

Q Corporate Security Coninland Center at 1 888 275 4357 (24 hours a dayi7 days n week) 

The Ethics Line a t  1 866 8ETHICS (1 866 838 4427) 

if you are a Progress Energy leader, you have a special responsibility to help ensure a 
violence-free workplace. 

Repoi ts or complaints of violence, threat of violence, or harassment will be taken sericiusly and 
promptly investigated 

Q. What should I do if I see a potentially violeiit situation developiiiq tjt?l\kt;ii hvo of niv colleayt~es7 

A. The Workplace Violence Prevention and Response Policy, SEC-SIJES-XK71. states i t  \!uti see or 
hear ariy act that i s  threatening, or c.arries the potential tor violeiice, call your supervisor !:nrporate 
Security i 1 858 275 3357). or your woikgroup’s Human Resouices representative Act iminedietel~ 

Q. I overheartl a co-worker threaten another 811pl@ee Ilie other employee was upset cut i!?”as zfraid 
tn report the incident Should I report it? 

A. Tell ynu superlvior about the incident inimediately If you can’r reach a member of yovr  :.:orb,- 
ginup’s management team. contact corporate Seairii:: ( !  8&8 275 3357i :ir a r1le:nber of the Ethics 
Program staff Progress Energ,! Iili’EStigEle~ all iPpoiied XIS or i!irrals rf i iolence 
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0. LO l d m  has h w i  iwder an eri(trnious amount of stress lately What are soiiie warning sigils 

~ _ _ _ _ _ ~ _ _ _ ~ - -  I_ 

that coiild lead tn a potential workplace violence incident7 

A. See the list helo:*J 
* Excessive absenteeisni or lateness 
* Disregard for the liealtli and rafety of others 
e Increased mistakes or errors or unsatisfactory work quality 
e Refusal to ackiiowletlge job performance problems 
e taulty tlerisioii making 
0 Testing the limits to seexdlhat they can get away with 

e Intimidating behavior 

It is extreineiy iniportant to understand That the above behaviors do not mean a person will 
hecome wnlent, but they m;iy indicate that the person is experiencing lhigh levels of Stress 

Always take particular note and seek assistance from Corporate Security or a Human Resources 
representative if 

Overreacting to criticism 

* There is a change iii behavior patterns 
0 The frequency and intensity of the hehaviors are disruptive to the work environment 
e The person is exhihitiny inany ol  Lliese behaviors, rather than just a few 
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m i  propi-ty oivrwfi, lcn5cd oi otilerwr.ce used by tlre Conzp~~ry i> rmr  rctcd 
1 

~~~~~§~~ IblTV 

To ensure a safe envitoninent for our employees. custorners and contractors, the display, sale, transportation, 
possession oi ure of firearnis or weapons oil property owned. leased or otlier\.wise used by the Conipany is 
restrirtetl as follovvs 

e To the extent allowed by applicable lawr and regulations, handgun3 are Strictly prohibited on all 
Company property in North Carolina and South Carolina, except for security weapons carried and 
utilized in accordance with Nuclear Generation Group INGG) procedures 

e In order to comply with Flwida Statute Section 790 251, and to the extent required by other applicable 
laws and regulations, handguns are permitted on Company property in Florida in limited circumstances, 
provided (1) the employee has a current license to carry a concealed firearm issued pursuant to 
Florida Statute Section 790 06, (2) the firearm is out of sight in a locked private vehicle or in a locked 
compartnient of the vehicle. and 13) the private vehicle is not on any Company property where a 
iiuclear geiierntion facility is located An exception applies for security weapons carried and 
utilized in accordance with NGG procedures which are permitted on Company property 

e Long guns, including rifles and shotguns and associaterl ammunition used for hunting, are allowed 
on Company property in North Carolina, South Carolina and Florida provided they are out of sight in a 
locked primle vehicle aiitl in compliance with applicable laws and regulations 

e Other use or possession of firearnis or weapons on Company premises or property must he approved 
by tlie director of Corporate Security 

< ‘,,,l,,,,,,,/,,,,J,,,~~ I # 
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0. I like to go (leer hunting alter I finish my shift at  work Is i t  U K  11 I keep my shotgun in the gun ram 

of my locked pick-up truck? 

A. Shotguns and other long guns used for hunting are allowed on Company property provided they 
are out of siyht in a locked private vehicle and in corripliarice with applicable laws and regulations 
If the gun rack in )our vehicle i s  visible, then you are not in compliancewlth this policy 

Q. Is it OK i f  I keep my handgun locked in the trunk of my car? 

In North Carolina and South Carolina: 

A. No 111 North Carolina and South Carolina, handguns are not permitted on Company property at 
any time with the exception of securiv weapons carried and utilized in accordance with MGG 
procedures, or unless otherwise expressly approved by the director of Corporate Security 

In Florida: 

A. To the extent required by law, yes, provided (1) you have a current license to carry a concealed 
firearm issued pursuant to Florida Statute Section 790 06, (2) you keep the handgun locked out 
of sight in your car trunk at all times while on Company property in Florida, (3) your car is not on 
Company property where a nuclear generation facility is located, and (4) the handgun is in 
compliance with applicable laws and regulations 

In compliance with Florida Statute Section 790 251, the entire Crystal River Energy Complex - 
which includes Crystal River Nuclear Plant, Crystal River Fossil Plant and Crystal River Maricultirre 
Center - is designated as a nuclear generation facility Handguns are not allowed on Company 
property designated as a nuclear generation facility, with the exception of security weapons carried 
and utilized in accordance with MGG procedures, or I I I ~ I B S S  otherwise expressly approved by the 
director of Corporate Security This riieans if you work in the Crystal fiiver Energy Complex. you are 
not allowed 10 keep a Iiantigun locked in your vehicle 

0. If I work for Progress Energy Florida and my primary work location is in Florida but I spend periods 
of time in the Carolinas, car1 I leave a haridgun in my caf at work during the periods I ani assigned 
to work in North Carolina ancl South Carolina? 

A. No In Norrli Carolina ant1 South Carolina Iianclyuns are not perinitted on Cuilipany property at 
any time ,witti the enceptiori of securivweapons carried and utilized in atcordarm with N G G  
pisceduier, i!i unless ot!ierwse expressl-j approved by the director of Coiporate Sec,urity 



A "conflict of interest" is a situation in which a choice must he made between one's indivitlual hest 
interest (financial or otherwise) and the hest interest of the Conipaiiy Employees rnust not let their 
outside business interests, or those of immediate family members and other closely affitiated persons, 
conflict with their obligations to the Company "hnmediate faniily riiemhers arid other closely affiliated 
persons" nieaiis an employee's spouse, child, stepchild, mother, father, stepmother, stepfather, sister, 
hrother, grandmother, grandfather, mother-in-law, father-in-law. son-in-law, clauyhter-in-law and grand- 
child or any relative who resides in the employee's household It also includes an employee's domestic 
partner (as defined in the Guide to Benefits for Domestic Partners Docuinent. HFi-SUBS-30004) and tlie 
domestic partner's applicable family members as listed above 

Employees are expected to avoid conflicts of interest and the appearance of such conflicts, as these sitiialioiis 
may arise in nlaiiy ways Examples include, but are [lot liinitetl to. tlie folloir~~ilig 

e Placement of husiness with a firm supplying goods and services to the Coinpaiiy in which an 
employee or an employee's immediate family nieniher has a inaterial financial interest 

* 6eiiig eniployed in any capacity. sticli as director. officer, employee, representative or consultant, 
with any outside business dealing (or planning to deal) with the Company 

* Being employed in any capacity. such as director, officer, employee, representative or consultant, 
with a competitor of the Compaiiv 

0 Leasing or rental of facilities or equipment to the Company by an employee or iniinediate 
family member 

* Being employed by, or eiiyaged in, any outside business, whether or not sudi hiisiiiess deals with 
the Conipany. if the employee 

0 lJses his or her position vvith the Company tnan advantage in !he outside employment 

e Pursires eridea!;ors coniiar;; lo ihe i i i leresl nf the CoillpanY 

.J Allowj the outside hwness to interfere in any wq with the enicloyee's full perinrrnance 
of dtities and responsibilities 1.iith the Coinpen*! 
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Disclrisiiiy or using cunfideiitial intormation, obtained in tlie course of eiirployment witti 
Comtm\, for any personal gain or the benefit iof any outside interest 

~ __ 
the 

* Appropriating a corporate opportunity for the benefit of the employee 

Any employee who may have a conflict situation, acriial or potential, has a d~i ty to report all pertinent 
details to his or her supervisor If the supervisor determines that the situation is a conflict or a potential 
conflict, the supervisor sliould complete the Conflict of Interest Form [FRM-HOCO-00185) and forward 
the form up through tiis or her managenient to the department head In the case of a conflict of interest 
involving the Company's chief executive officer or chief financial otficer, disclosure of tlie conflict situatiriii 
shall be made i o  the Audit and Corporate Performance Committee of the Progress Energy Board of 
Directors throuyh the vice president - Audit Services Department heads reviewing Coiiflict of Interest 
forms should submit recommendations to resolve or prohibit the potential conflict i o  the Corporate Ethics 
Officer or designee The Corporate Ethics Officer or designee will review the recommendations for 
consistency among tlie business units and aclvise the employee, in writiny, as to mariagerneiit's determination 
and wilt yive written iiistructioiis on the appropriate actions to be taker] by the employee. 

Q. I have recently been made aware that there is a roinantic relationship betvmn m y  female manager 
and a niale colleagiie in my workgroup Won't it be difficult for my manager to remain neutral 
when it comes to issues such as promotions and PDP ratings7 

A. lllanagers should avoid a romantic, sexual or financial relationship w t h  an emplovee or contractor 
within their scope of superbisory CoiitrOl because it reasonably could be perceived to give unfair 
advantage to the employee or contractor and could impugn the integrity of the manager or the 
reputation of the Company In the event that such a relationship should develop the inanayer must 
immediately disclose the relationship tn his or her imniediate siipervisor and his or her department 
head to encure that the matter IS evaluated fully 

Q. A long-time friend recently took a job with a Progress Energy supplier We've socialized for a 
nuiiibei of years, but now I woncler if our friendship poses a business ethics problem 

A. It might If you play a role iii tlie selectioli process for contracts on which your friend ai his coiiipany 
have hid, or if 'ioir h a w  io deal wii l i  your friend on behalf of Proyress Eneiyy, you slinuld disclose 
your lrienciship le nianagenient ant1 excise .yc'urssll lroiii participatiny in clecisionr (:If iieyotiations 
.wiili youi fiiend and the suppliei 



0. A ventlor v ~ l i o  is also a frierid of iniiie outside of ::ark ie!;eiitl$ offered i l ie seaso11 hraukey tickets if 
I IYJOUSWI rn " th rnu  hiiri 
the final selection of widors,  caii I accept the tickuts? 

A. No Accepting the tickets could be perceived as a coiiflict of interest hetween the Company and 
the vendor This transaction \niould also likely \/lolate our policv on accepting gifts sincF" the tickets 
are worth more than a modest amount and it is riot soinellling the Company wotilrl recipromte 
for the vendor 

Q. A local electric utility co-op has asked i i ie if I alii interested iii dciny suine coiiarlting work for 
them on a part-time basis Since it would not interfere wit11 my tull-time position here at the 
Company, is it OK to accept the pusition? 

must not interfere with employee performance or availability for emergency or overtime work Out 
side jobs must not conflict directly or indirectly with the Company's business or reflect adversely 
upon the Company's image Without writ tei i  autliorizatioil from their supervisor, employees cannot 
he employed in any capacity, such as consultant, with a competitor of the Company 

A. The Company's Outside Employment Policy, HRI SUBS-00340, direrts that oritside employment 
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YOUR RES PONS 183 I LITY 

Covering the endless variety of situations involving the giving and receiving of gifts and entertainment is 
impossible, thus, employees must accept personal responsibility for exercising appropriate judgment to 
avoid real or perceived undue influence in their dealings with customers and suppliers The following guide- 
lines and examples are provided to assist you in fulfilling that responsibility If YOU are unsure regarding a 
particular gift or event, discuss the situation with your supervisor or call the Ethics Line at 1 866 8ETHICS 
j 1 866 838 44271 

All of the Conlpany's procurenierit and other business tfecisioiis inust be made objectively, solely on the 
basis of quality, service, price and other conipetitive factors The Company understands and respects that 
our customers have a similar goal in the operation of their husiness Therefore, business decisions niade 
on hehalf of Frogress Energy must be free from undue influence or conflict of interest, or even the appearance 
of such undue influence or conflict of interest, from suppliers and customers 

Occasionally, employees niay exchange business courtesies including gifts and entertainment with clients 
to foster good will and enliance business relationships Such business courtesies should be infrequent, 
reasonable, customary, legal and of modest value blodest wlue is defined as an amount that in/ould not 
be perceived as lavish or extravagant given the relevant fac.ts and circumstances In determining whether a 
partiwlar offer is of modest value, employees should consder whether they would be comfortable disclos- 
my the gift oi eiitertainnieiit to theii supervisor, anotlier vendor oi customer, [lie media and/or the regulata s 
who oversee Company operations Among the factors that are important in determining the appropriateness 
of business entertainriierit offered arid received by the Conigariy are 

e Value, freqitency arid timing, 

4 Whether the setring is conducive to building a business relationship, and 

0 Whether the enterrainnteiit is  frilly visible to iiiaiir;geme!it in the organizations who give and accept il 

Aczeptabie fo;ins of eiitertaiiiilieilt incliude infrecuent, iiiotlest hospitality such as meals, charity e\:ents, 
r?t:, tiolitlay gaiheiirigs or other celebrations. platys. cciicerts or sther cultiiral i?vcritc iS!)nie 

Frogress Energy departinents have specific guidelines aroiunci these aCtiuities 1 Acceptabl? gifts irlciiide 
customary arid ir:expe!isive git ts of a promotio!lai nature w:ii as k i s ,  golf sliirts, rliugs or calendars 



i\leitlier 
ltlQ.$&U 

eniployees nor their family members ~Iiuuld yr\’e or 
!b.n rln nr 

ept of fers d yifts oi entertainnieiit from 
htisiness with the Conmartv if the uifts are l a w h  or expensive. if they are 

likely to be perceived hy others as an attempt t o  influence business decisions, if plJbliC disclosure worild 
embarrass the Company or i f  doing so would violate the law or social nornis IJnacceptahle forms of gifts 
antl entertainment niay include, hut are riot lirriitetl to, tlie givitlg or receiving of 

* Cash or a cash equivalent (such as a gift card), 

0 Entertainment offers that are “personal” to the recipient antl do not provide for interaction 
between a Progress Energy entployee and a supplier or custoriier [tickets to an event for use by the 
recipient and his or her guests only, offers of a heacli house for the weekend). 

0 Product or service discounts that are not available to al l  employees, 01 

C+ Gifts with a high monetary value 

Employees offered items by vendors that would not he appropriate to accept as gifts may, wi th  approval 
from their vice president or senior executive, purchase the items from the vendor at their fair market value 

Employees should exercise particular caution ill regard to  any offers of value, including hospitality, 
enlerhinment and gifts, when the Company is negotiating or considering contracts and [lie employees 
are in a position to influence, directly or iiidirectly, the oiitconie of a decision It i s  important not to give 
any impression that there may be an inappropriate connection between any gift or entertainment and a 
business opportunity 

Travel to or overriigl>t stays at functions that are in  the best iittercst of the Company generally should 
be paid for by the Company Employees serving on professional committees or serving as a conference 
speaker may generally accept tlie event sponsor‘s offer to pay reasonable travel costs as long as other 
committee rnenthers or speakers who are not Progress Energy employees are treated equally Otherv\rise, 
payment of travel expenses b y  an outside oigaiiiiatioii must he appropriately rlocririieritetl antl approved 
in writing by the appropriate Company department head of senior executive prior to their occurrence 
Documented approvals should he maintained by employees obtaining the approvals Employees may 
accept meals, entertainment and promotional items of a modest value provided to all attendees during 
conferences and similar meetings 

Employees may also accept meals or entertainment of ieied i n  conjunction wi th  nieetiitgs io iliscuss 
Company business. Eniployees miist not accept such offers if thev are lavish or expensive or if they ale 
likely to he  perceived by others as an attenipi to influeiice business dec i s im  The Company map sporisor 
events (such as the 0 S Open) as a part i!t the Company’s responsibility to he a good cfirpoiate citizen anr! 
may use such eivents to build Susines: relationships :vith key ciisioiners and stakehalifers Similarly, the 
Ci?nipany also proilioteC econoiiiic deite~ocrt-ier:t by Iielping local coiiiiiiuliities recruit businesses to our 
ser:licE territory These even1s and ac.ti\:ities are approtfed senior !nanagement and coordinated by the 
appropi laic-. Ie:.el i l l  Company mnnageowt 
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- 
Q. P coiitraclnr with kthoni we jurt qiyned a large CniitracI lias offered to pay my expenses tor an oi .]en- 

tatioii program at his mt-of-stale facility Since we no longer ale negotiating with this contractor 
arid the travel will enhance the Conipanys abiliry to manage the contract, may I accept the offer? 

A. Gusiness-relared travel expenses generally should he paid for by Progress Energy If you helieve 
that extenuating circunistaiices support payment of your travel expenses by this contractor, you 
should discuss the situation with your department head and, in the event the department head 
agrees, his or her approval for veiidnr funding inust he docuiiiented and approved in writing by the 
appropriate Company rlepartnient vice president or senior executive in advance of the travel 

Q. A supplier offered i i ie tickets to the Super Howl May I accept the tickets’? 

A. Probably not, whether the tickets were offered for your persorial use or whether they were offered 
in conjunction with a meeting to discuss Progress Energy business, the value of this offer may be 
viewed by others as an attempt IO  influence your business decisions Consult with your department 
vice president to determine wheiher i t  would be appropriate for you to pay the supplier the fair 
market value of the tickets 

Q. During the end-of-year holiday season, many vendors send food baskets of various sizes and 
values, as well as other items. lo \hank iiie for the business I conduct with them on behalf of 
Progress Energy May I accept These gifts? 

A. Eniployees may accept infrequent gifts of modest value Gifts of food generally are considered to 
he of modest value Khen  practical. such gifts should bc shared among your workgroup 

Q. I was offered a fliscount on catering services for my daughter’s wedding by a conipany that I retain 
for Progress Energy evcnts May I accept the discoirnt? 

A. This woirltl generally be an exoitiple of a ‘.percaial ’ cfiscoliiit and should he declined Also, accepting git ts 
than a modest value from n vendor that yoti retain would rarely be acceptable. However, 

1 accept tlie discutiiit ii it IS available t iJ  all Progress tiieigy employees Talk t o  yorii manager 
or c d l  the Ethics Lirie i f  ~ o u  need help with a specific venclor- 

Q. A Progress Energy ~coiitracloi \who lias d 
lunch at lest ’wice a iiicnlti I manage 
rnaii7tain a good vioikin~j reiatioriship !,I\; 

rtnient for years iiivites me to 
arid it is  important for me to 

A. linirerjuenl luiirli ii:!<ilaiion: 01 inurle>! ralue ti uni w i d m  iiiav be accepted i f  the setting is condu- 
lz!innship lnvitaiions n l  tl;e frequency descrihed abme may, however, 

flic;! I_II i i i le iszt  I f  i t  IS i npv ta i t  tor V Q ! I  ti! spend i i i i ie o!itside the 
r ,<\I :li%il;l SjlliT ihF  I!iiiCii ti42 \vVitli hint (11 hoci iliiii :liiIing some of 
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0. My tlepartrnent sponsors an annual golf totirnaineiit All participants pay an entry fee that rnore than 
rp-f mnlf t h P , [ j S  fro ni the event on to cliarity To proninte qood 
workiny relatioitsliips we invite our dendors to participate One of our vendors has offered to provide 
golf tees and caps featiirrng the vendor‘s logo to distrihute to all participants Other vendors have 
offered to donate items such as golf clubs, college basketball tickets and restaurant yift cards to be 
used as door prizes Since the proceeds will all go to charity, may we accept these dendor offers7 

A. The Gifts and Entertainment Policy applies to  all vendor oNers to Progress Energy and its employees, 
regardless of whether a yif t  will  be used to promote a charitahle cause If the golf tees and caps 
are of inodest value, and if you have not asked the vendor to provide them in violation of the 
Coinpany’s Solicitation. Fundraising and Distribution of Materials Policy, HRI-SUBS-00345, you 
may accept that offer The donr prize offers, however, appear to be of more than modest value 
and/or otherwise outside the guidelines provided for vendor gifts Acceptance of the door prizes 
could create the appearance of an attempt at vendor influence by supporting a Progress Energy 
sponsored initiative 

-- 

Q. As a token of appreciation for a job well done, a vendor sent every nieinher of my  workgroup a 
9 5  yif t  card Are we allowed to  keep thein? 

A. No The Code of Ethics provides that the gii’ing or receiving of cash or a cash equivalent - such as a 
y i f l  card -from a vendor is prohibited 
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Insider information includes material nonpublic Company information an employee learns through his or 
lher employment Insider informaiion cotild include projections of fu lwe earninys, a pendiny or pioposed 
merger, acquisition or tender offer, a significant sale of assets, the offering of additional securities, 
changes in management, impending bankruptcy or financial liquidity problems. or other events that could 
impact the value of the Company's securities An ernployee irlvolved in insider trading (that is, purchasing 
or selling any Progress Energy securities as a result of inside informationj has violated the securities laws 
and may be subject to criminal sanctions or civil penalties 

Q. I ani a financial professional and ofen talk about business wi th  my spouse That's not a prohleni. is 
it? I only occasionally reveal nonpublic information and my spouse knows not to tell anyone else 

A. This is a problem that could be costly for both you and Proyress Eneryy If your spouse were ever 
io  use material nonpublic information given by you to buy or sell securities, both of you could be 
prosecuted for illegal insider trading lJnder no circiinlstances shoiJtd you ever give any nonpublic 
information to your spouse or anyone else 

0. A c.0-worker gavenie some nonpublic information about Progress Eneryy I didn't ask for it, but 
now that I have it, what should I do? 

A. Do not s tudy  or make copies of the material and immediately Coiltact the Leqal Department 01 the 
Progress Energy Ethics Line a t  1 866 838.4427 and forward the information i o  ihern The Legal 
Department wi l l  provide further yuidance 011 hew i o  respond If ;?@ti receive this type of informa- 
tion iierbally. tell the co-worker that the discussion iziolaies Progress Energv's policy anif must 
stop iiiimeriiatel\/ 

Q. Wtiilo checking stock qtiotos. I cioticcd that S L I ~ ~ U U I I C  itlentifyiiry hiinself as a Proyress Eiiei gv niclear 
wrker had posted crinfidential !nfnrmn:iort ahotit tile schedule for tipcoming outages Isn't this 
"i>anpni:lic" inform tion? 

A. Informatioil ieyarrlirig outage ?.i:hetjd% IS i:oniitlential ilcirlpublic iniorriietion LCU SlliNlil r fpcr i  
the postiilg immediately to 
Etliic,s Piiigraiii staff or the Ethics Line, i E62 835 i327 

stipkr j r  1 lull.:al1 Fiesources repre:.enta:iLe a :lwn:bfr ilf the 



Antitrust laws promote fair conipetition among busiiiesses Activities tliat restrict free competition or 
allow a Company 01 group of companies to dominate a market may violate federal and state antilriisl laws 

rhe higliest standards of personal conduct and busiiiess ethics are expected of erriployees involved in tlie 
procureinent of equipment, supplies and services and otlier einplnyees who rniylit influence procurement 
tlecisioiis iir relationships Tfiese eiiiployees iiiust avoid conduct that could create a conflict of interest 
or tlie appearance of a conflict of interest with vendors. contractors, consultants or suppliers Mairitaining 
an mi 's- le i iy t l i  relatioiisliip is required in riiatters invnlviriy procureineiit For furtlier guidance, refer to 
the seciion on "Conflict nf tiiterest " 

Fniployees should not take unfair advantage of anyone through manipulation, concealment, abuse of 
pribtleged information, misrepresentation of material facts or any other unfair-dealing practice 

When possible, the Company niakes discounts from suppliers or other companies available t@ employees 
hut no one should use the Company iianie to obtain personal discounts or other benefits not available to 
811 employees 

r o n m o r d  on fir?<( IS 



___ -- a. What types o l  behavior could be cunsidered anti compelitive and a viniation ol arlliliusI law' /  

A. The f o l l o w q  behavior could he considered anti-competitive and a tfiolation of antitrust laws 

e Any discussions or agreements with a conipelilor regarding pricing, teiritories, inarket share or 
intent to bid (or not bid) for particular business 

0 Providing different information about a request fur  rluotatioil/proposal to cnrilpetirig bidders 

Entering iiito an exclusive dealing arrangement or understanding where you agree to \rJork 

only with certaiil suppliers or distributors in a particular market where Progress Energy has 
market power 

e Taking advantage of market power 10 eliiiiiriate or threaten a curnpetitor or putential coiiipetitor 

0 Suggesting that a product or commodity niiist he resold at or within a particular price or range 
of prices 

e Participating in actions by any trade association or other industry group regarding membership 
restrictions, shoring information (including benchmarking) or desired governnlental actions 
Participating in such artions rould be anti competitive and should be done onlv tinder the 
proper guidelines 

in that or another market 

Q. I have recently been promoted to a position where I receive and review proposals from competinq 
bidders on projects Is i t  OK io discuss the bidding information or one company with another 
vendor whu I know is  not bidding on the project? 

A. No You should not discuss the bidding process with the vendor i\ny ifiscussions o i  ayreerneiits 
with a competitor regarding pricing, territories, market share or intent IU bid (or not bid) for 
particular business is strictlv prohibited 



Progress Energy is coniniitted to protecting the health and safety of its employees and to conipiyiny 
with federal, state and local health and safety laws and regulations Employees are also responsihle for 
correcting their tellow employees when unsafe acts or hazardous conditions are observed and informing 
tlieir supervisors if the unsafe act or hazardous condition continues If a work-related injury or illness does 
occur, Progress Energy wil l comply with federal. state and local health and safety laws and regulations as 
i f iey pertain to reporting the work-related injury or illness 

0. VVe have been hearing a lot about "active caring "What is it and why is it important? 

A. Active cariny nieaiis to watch out for others Let thein know i f  you see sornething that is 
unsafe or i f  they are doing sornething that i s  unsafe Be willing LO accept advice, too Safety is 
everyone's responsibility 

Q. I know w e  are supposed to report injuries, joh-related illnesses and accidents, but o u r  workyroup's 
performance award depends on our incident rate yoiny do~vi i  What does the Corripariy really want? 

A. You should always report job-related injuries, illnesses and accidents Business or personal goals 
are not designed to coniproniise employee saiety, which is one of the Company's highest priorities 
Progress Energy's goal is to eliniinate injuries and accidents, anti employee reporting can help 
deierniine the steps necessary i o  prevent future problems or accidents 

0. Soinetirnes I feel pressured to shortcut safety procedures to coinplete projects on tirne What 
sholll(1 Id07 

A. Do not skip the safety procedures No niatter who asks yoti to (10 sontething, you should not violate 
applicable safety rules tor any reason if you tee1 pressure to do so, should riiscuss it with your 
supervisor or your workgroiup's liealth and S a f q  representatibre I i  you do not feel conifortable 
speaking with your supervisor, Contact your I iEXt lwei of i%r!ageiiieN 

9. 1 knc;?" ?;e are supposed tci report inJ Ih3,  job-reinteti ilkxsses and aicidents. but sonietirnes 
I think rn,y symptoms are too niinur 10 reporl Is reporung really iirlportani? 

A. ~iiioriietii?n car! be \ita1 to piereniron Eqwt i r i g  ai ell as ani j&-related illnesses !VI iiijuriEs 

r;in help ;k!Terni!ile the steps nKis%ry 10 prsvent firtiire problem:. cir accidents Report all near-rniaes 
Irijiiries, job-rslate!l illnesses ai?d a x  i d e m  to yoiir supeMisor or tfealth ard Safe?; represtninW 
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YOUR RESPONSIBILITY 

Environmental responsibilit\i is a core balue of Progress Energy This includes conlplying with environmental 
laws and regulations and working to prevent damage to the environnlent Employees should understand 
the regulatory requirements applicable to their operation or job function Additionally, eniployees should 
give careful attention to the proper handling. treatment and disposal of wastes 

0. Environmcntal laws can be coinplicatetl, sornetiiiles it’s difficult to know when to he concerned 
about a particular situation What do I need to remember? 

A. Some laws and regulatioris are complex. but you don’t need to understand every detail before you 
report an environinental concern If you are unsure, ask your supervisor or your workgroup’s technical 
environmental support organization 



Employees share in the responsibility for keeping the workplace free of alcolid and illegal drugs and are 
responsible for reporting an observed violation of this policy 

Use, distribution, manufacture. dispensation, possession and sale of illegal drugs or other controlled 
substances, including prescription medication prescribed to others. arid tlie use of alcohol by an einployee 
outside of the workplace, that may adversely affecr the employee's job performance or that may reflect 
unfavorably upon public or governmental confidence in the nianner in which the Company carries out i ts 

responsibilities, are prohihiled. 

Cniployees rnay consiiine alcohol at Coinpany sponsored events if  management has authorized alcohol 
consumption in advance and tlie employee's consumption woiild not create a health and safety risk for the 
employee or others Eniployees who behave inappropriately due to alcohol consumption at a Company- 
2ponsored event wil l be disciplined 

If there IS a Company-sponsored event where alcohol is being served to employees and/or customers, a 
rnanagement team meniher of the organization sponsoring the event must he on site to ensure compliance 
with Company policies and event rules 

S AND ANSWERS 

Q. One of my co-workers just returned from lunch and appears to be under the influence of drugs or 
alcohol What should I do7 

A. It i s  against Company policy to drink during work hours or appeal at !work under the influence While 
it may be that this person is suffering from an illness rather than alcohnl or drugs. you should notify 
your supervisor or Human Resources representative immediately per the Company's Drugs. Alcohol 
arid Safe Work Folicy, HRI-SUBS-00330 

Q. Does this policy apply Lvlienever I'm on Company premises? For example. if I'm not fcrmally sched 
tiled IO be at work but come in to (lo some ivork after hours. aitend a specla1 meeting or take care of 
necessary atiministrative actions. does this policy still applt? 



Every employee is responsible for protecting information systems and associated technology assets 
against misuse. loss and theft This includes 

* Following all Company policies, standards arid procediires related to tnforniatioii systems and 
associared rechnnlogy assets 

* Talking to vow supervisor or contacting the Technology Service Desk (VoiceNet 23G 51 11 or 
1 866 230 51 1 1  1, if u imr ta in  regarding the proper use or protectioii of information systems or 
associated technology assets Nuclear Generation Group INGG) eniployees should coiitacl the 
NGG IielD Desk (VoiceNet 770 2050 or 91 9 546 20501 

0 Being accountable for the actions you take with information systems and associated 
fet:hfl[JlOgy assets 

Employees also must foIlc?.n! corporate policies, including, but not limited to, the Information User - Cyber 
Security Policy. ITS-HOCO-00001, for securing associated technology assets including, but not limited to, 
laptops, IJSB Flash drives, external hard drives, removable media, personal digital assistants ( e  (J , iPAfl) 
arid Smartphones ( e  g , a Blackberry) Use of tliese assets must be in accordance with all applicable laws, 
I icens es and Chin pan y pol ic ie s arid standards 

Electroi-w, !-.t?iniiiunii:;ltit!iis ;lie a forrii nf r.orporate (lata that must he effectwely safeguarded Examples 
triclide hilt 21e riot Iiiriltrd tu e-iiml Internet instant rilessayiily and hloys Edery eriiployee has a responsibility 
to iise electrnmc ~ ~ ~ i i l r i i i I f i i ~ ~ t t t ~ n s  professionally, ethically and lawfitlly 

Seiidin2, copyiiicq o r  aclcrssin!g tliscrirriinator;., harassir?g or sext!ally oriented information or information 
soinfiictiiig ntth Progiess Eneic;y's tiiveisit,! and inclusion program is Strictly prohibited Employees should 

intellE!:tiial p'ctpei!< rights This irii.ludes distributioii of pictures, niucic, IllOUiES or otliei miiltiniedia files 
\ i i l i w l  o r  upload elecmiiic files iii violatiuii ul txpytiglit. patelit, traifemark Or other 

FGId Frot&ctecl lnfnrimtion. as rlefined iii ITS-HOCO-i?O?Cl can onlk be 
d tltisiriess I eqiiilernerits EleitrvniC ~ o i l l i i ~ [ i i i i [ ~ a ~ . i ~ i i  of %t>! Protected 
rciq:iirsi business ncti?'ities n w t  tit: tiniismitreii in a r ;e~ i i ie i l  inaiiiier 



QUESTIONS AND AMS 
__ 

0. Can I itistall Tnflvdare that 15 not an 

-. *??-- 

ai i t  hor i 

--- 

- 
ierl C 
- 
ninpan sianrfai 

A. No All so t t iwe  products on corporate computers must be approved for Company tise Copyirig 
software from a home computer or mobile storage device and doin?nloediny soft?niaie fioin the 
Internet (including "freeware") are not allowed, nor should you ever iise a software product i r i  
violation of 16 licensing agreenient If you have questions about Company-approved s o f r w e .  
cmtact the Technology Service Desk (VoiceNet 230 51 11 or 1 866 230 51 11 j N G G  employees 
shoultf contact the NGG Help Desk (VoiceNet 770 2050 or 919 546 2050) 

Q. What is PGN Protected lnforniation? 

A. PGN Protected Information includes sensitive personally identifiable information (e y , Social 
Security numbers, credit card numbers, bank account numbers, etc 1, HIPAA-protected health 
information. any inforniation requiring special protective controls by NERC CIP 002-009, or PGN 
proprietary antl trade secret information Also, information considered confidential as deterniined 
by business units !e g , IP addresses, network diagrams, contracts, legal documents, p h i  status) 
is included [Consult Information User-cyber Security Policy ITS-HOCO-00001 ) 

Q. I read some information on an Internet blog recently that contained what I thought was confidential 
irilormation about the Company Isn't the iiidividual responsible for the postiiigs violatiny the COE? 

A. The individual may have violated !he Code of Ethics The Company's Social Media Policy, 
HRI-SU6S-00355. clarifies that eniployees/contractors should not post electronically confidential 
or proprietary Company information internally or externally 

Q. There have been several ProgressNet articles discussing the Company's efforts to monitor Internet 
usage to detect inappropriate activity Doesn't this violate my riglit to privacy? 

A. All information iesirliriy oii Company systems is Coiiipaiiy propei tj' Einployees and contractm can 
have no expectation of privacy regarding inforination stored or accessed on Company sysieillS 
.The Company can and at times tloes iiionitoi all inimrnatioii transmitted on or froin. iecei 
accessed by, or residing nii i ts compiiting system Do iiot seek out inappropriate inaterial on the 
!n te iwt  or otlierwise use Coiiipaiiy resouices in a way that violates the Code of tthics 1ixq)prvpiiatt: 
cmtent inc!ur!es, txii i s  no! liiniretl to. Internet sites that publish pornography antl other adult 
inaterial, proincite gambling activities, advocate violence and assuciated grins anc v,enp!.!iis ai:ti or 
en(;ncirage hnstilE aciihity tmmd certain SCf,iaI groups defiiiEd by face, religinii sexiiai Orki1ii3iki? 

disability, class, ethfiitity. nat i iml i ty aye sex or gender or political affiliation 



PGN Protected Infomiation could include patents, tradeinarks, copyrights, trade secrets, kncwhow and 
financial results before they are released to the pt~hlic, pending negotiations regarding financing or the 
acquisition or purchase of services, supplies, equipnlent or fuel, decisions, plans or forecasts that have 
not been authorized for public release, personal identifiable informatioil such as Social Security numbers, 
driver's license numbers, names, addresses and health care information, personal coinpoter information, 
corporate computer passwords. personal identification numbers or any other access credentials, records 
containing data on customers or employees, and attorney-client communications 

PGN Protected Information should not be disclosed to other employees who do not have an approved. 
business need-to-know Electronic coinrntinication of PGN Protected Information to third parties to 
conduct reqiiired husiness activities must he transmitted in a secured manner PGN Protected Information 
should not be left unsecured in hardcopy or on renlovahle media (e y , laptops, USB drives) Never share 
your corporate computer password, keeping i t  confidential is crucial toward protecting the Company's 
information systems No one is authorized to request your password, and it i s  against Company policy to 
use another employee's cornpiitei password 



QUESTIONS AND A ~ S ~ E ~ S  
- 

Q. I know that srinie of the iiilormalion I wriik with is PGN Protected Inloirnation Does tlial mean 
I can't talk about it with anyone, even ~)ther employees? 

A. You should make every elfoit lo maintain rhe confidentiality ol PGN Proterled Inlorinatinn Discuss 
such inforrnation only with those who need to know tor Progress Energy hwriess purposes If you 
hare questions ahout or are unsiire who has a business need to access the infnrrnation, ask your 
supervisor for clarification 

Q. How do I send tiniesheets. training records, benefits information. personnel iinboarrlrrig information 
or Sensitive financial information to a third party who has an approved hilsineSS need to receive 
such information? 

A. The key here is to ensure that the information i s  delivered in a secure fashion In most 
circumstances an encrypted e mail or encrypted file transfer process will work If you have 
questions abocit the encryption process contact the Technology Serwe Desk (LoiceNet 230 51 1 1 
or 1 866 230 51 11)  NGG eniployees should contact the NGG Help Desk (VoireNet 770 2050 or 
919 546 20501 

Q. I have heard a lot about "phishing" recently? What is it and how do I avoid it? 

A. "Phishing" is the act of convincing consumers to share their user names, r m j w o r d s  and personal 
information for the purpose of cominittiiig Iraud. This is  usually done by (lie use of "spoofed" 
e-mails, which appear to he from legitimate sources and ask for the consumer's information directly 
or provide a link to  a hoax website Never share your password with anyone - no1 even with your 
manager, the Technology Service Desk or NGG Help Desk personnel 
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YOUR WESPONSIBlhlYY 

Every employee has a responsibility to protect Company resotirces Except for limited incidental use 
permitted by management. Company assets are iiot to be used for personal purposes All  facilities, 
equipment, systems, information, office and field supplies. and employee work time are resources of the 
Company Expenses properly incurred iii carrying out Company business niirst be promptly and accurately 
documented Fraud, embezzlement, theft, misappropriation of funds and willful damage to or destruction 
of Company resources are criminal offenses and \litil l be treated accordingly 

It shall he a violatiori of the Code of Ethics, directly 01 indirectly. includiily through a subsidiary, to extend 
or maintain credit, to arrange for the extension of credit, or to renew an extension of credit in the form of 
a personal loan to  or for any executive officer or director of Progress Erieryy or its subsitliaries 

Q. I operate a small business from home and the tools arid equipnierit I use for my personal business 
are very similar to the tools aiid equipment I use here at Progress Energy I am not doing the work 
on Company time, so would it be OK to use the Company's tools on my day off, so long as another 
employee does not need them? 

A. No This is an iriiproper use of Company assets, the use of Company eririiprlierit for personal 
reasons is riot allowed Additionally, the type of work being performed off-duty may also be in 
violation of the Company's Conflict of Interest Policy 

Q. My co-worker routinely sends me offensive jokes from his Company-issued Blackherry, mostly after 
1:tcrk hours and on the weekends Althcwgh it's during noiibusiriess hours. isn't it  still a violation of 
the Company's m e  of resources policy7 

A. Yes Except for limited iiicitleittal use permitted hy nianayentent Company assets are not to be 
used f o r  personal puiposes This iricltrdes after-houis and :rieekertds Furthermore. the employee 
may also be ill ikht ior i  of the ~Coinpariv:: policy prohibiting harwment 



Ei 

Internal and external Company reports and financial statements must he prepared without omission, 
concealment, deception or falsification i t  is strictly prohibited for any officer or director of PIogIess 
Energy or any other person acting under their direction to take any action to fraudulently influence, 
coerce, manipulate or mislead the Company’s external auditor for the purpose o i  rendering the financial 
statements materially misleading 

The False Claims Act is a federal statute that coveis fraud irivolviny any federally funded contract or 
program, with the exception of tax fraud The False Claims Act establishes liability for any person \who 
lcnowingly presents or causes to be presented r7 false or fraudulent claim to the U S government for pay- 
nient Additionally, the False Claims Act contains provisions that allow employees with actiial knowledge 
of alleged false claims to sue on behalf of the governinent These individtials will be proteciecl from 
retaliation (e g , harassment, demotion and wrongful termination) as a result of the employee’s lawful 
ac.ts in furtherance of a false claims action 

Anyone who experiences, witnesses or has kiiowledge of improper recording or reporting of financial 
information should immediately report the incident to any of the following 

* Their inirnediate supervisor or the next level of management. 

* Their Human Resources representative, 

* A iiienrbei of the Ethics Frogiam staif, o r  

* The Ethics Line at i 866 OuETHlCS !l 866 838 4427) 



i ~ t ~ / , i i i i ~ ~ : i  froui p r i y  ;; 

Reports of irripioper recordiiiy or reputing of financial iiiforriidtion will be promptly investigated by Ethics 

Perforiiiance Cornmiitee of tlie board of directurs (ADkI HOC0 UOOO4) provides addiiiririal fietails on 
reporting concerns ahout accounting. aiiditiiig or financial n i n t t m  iiivolvirig the Cornpnriy 

Preparing false or misleading reports or records of service or performance, or rlesrroyiiig records subject to a 
preservation hold is ar serious as falsifying vouchers. financial data or records pertaining to Company funds 
or properly All record3 must he retained per established reteiition schedules hased on applicable govern 
inent regulations, industry standards and sounci business practices Direction troni tlie Legal Uepartnient 
regarding docuinent preservation must be followed 

Retaliation against eniployees who report improper recording ur repurtirig of financial information violates 
the law and Company policy Such retaliation is prohibited and nil1 not be tnlerated 

re for t i  i e  remot  of com~ la~n ts  by the Progress Energy Audit and Corporate ___ 

Q. I think my co-woi ker is documenting overtime on her timesheet but IS not working those hours 
What should I do7 

A. Accurate time reportiny is necessary to calculate and issue pay to employees arid provide a basis 
lor cliaryiiiy [lie wages paid to [lie appropriale accounls Because y o u  inaiiager/supervisor is 
accountable for tinie entry approwl. i t  is important that you notify tiinijher of your suspicions If 
yoii are riot coiiifortable yoiriy to your snpen;isor!mariager. coritact the next level of mariayement 
in your workgroup, your Human Fiesoiirces representative or the Ethics Line at 1 866 8ETHICS 
(1  866 838 4427) 

Q. I injured my lower back while doing yard work at my home anti now I can't petforiri the tasks 
necessary to (lo my job Should I file a workers' compensation clnirii with tlie Company7 

A. HRI-SUBS-00051 describes Workers' Cotiyensalion as R Ileiwfit availahle to  an employee injured 
during the course arid scnpe of eniploynient Wnrk-related niliiries tliat require more inerlical 
attention than just first a id  stioultl be ieported 

0. Our workgroup is in danger of not meeting our safety goals I (loii't wan? to he the person who 
makes tis miss our EClP goal, but I was just in a collisinit in rny :i.:ork vehicle The (Joinaye to mi' 
Y E h i C k  is barely noticeable should t repori the accident7 

A. 'Ies As an employee i t  is your responsihiiity to promptly repoit !4ehicIe events to j'orir supervisor, 
assist your supervisor in investigations, assist your siiper:wx in con!plet!ng required documeiitation 
and prixitle accurate iiifnrrriariori r o  siir,pi?rt ant< iri.esriyation as di$:.criheii iii ik Coniparii. s 
'Vehick E w l t  Classificatiilii giii!!arice S3.F-SUCS-0021 1 



0. I I ~ I ; W  e11 dn e mail firm the Ldyal Dep’artrwnt dirwti i ig riie 10 iorward all docuiiientation I have 
r n m  tn x- 1-m I aril nillister in Connectin[) with a l a w u i t  filed aqainst the Company 
I haw nu1 had a cliaiico to clec;n out my coiilpcitcr files for ihe past few years, should I do so 
before respcmtliny to the Legal Ce~ar imen t  request? 

-__ 

A. No OncP the Ciinipany is on notice of anticipated or actual litigation, it must preserve all docunlen 
lation iii Existence including ~niormation stored electronically, that i t  reasonably believes rnay be 
i clatrjd to the claim Once you have received a preservation notice, yoti should contact the Legal 
lkparirrient betore destroying any rlocunentation that niay be related to the subject of the lawsuit 

Q. ‘What aie wine  examples of fraud that would he covered under the False Claiins Act7 

A. ILxampIes of fraud that coirld be  prosecuted under the False Claims Act wotild be billing tor goods 
,ind m v i i  es that were never delivered or rendered, submitting false service records in order to show 
better tlian actual performance, being overpaid by the goveriiment for sale of a good or service and 
then not repoiting that overpayment, and \‘dinning a contract throtlyh kickbacks or hribes 



t a 

YO 19 R RES PO NS IB I LlTY 

The Company strives to complyvvith federal, sa te  and local laws and regulations Respecting the 
responsibilities of governmental agencies and cooperating with them in good faith as they execute 
estahlisfied guidelines and policies i s  essential Faynients, gifts, promises of eniployrnent or other fornis 
of compensation to government officials for the purpose of influencing a decision or ohtsining business, 
either directly or through a tliircl party, are proliibited 

Federal funds may not be used to influence of atternpt to influence any inemher or ernployue of a nieriiher 
of the executive or legislative branches of gownment (including an officer or employee i)r any agency) for 
the purpose of securing a federal grant, loan, contract or cooperati% agreement or an extension. renewal 
or niodification of ani: of these 

Employees shall not provide anything of value to any local, state or federal elected or appointed official 
or government employee unless the employee's department head has confirmed that the item of value 
complies with all laws or regulations that limit or prohibit such yilts or require the gifts to he reported 

Employees are encouraged to participate in the electoral process tliroiigli votiny, contribiiting personal 
funds and time or other appropriate m a n s  At no time, however. will contributions to any political party, 
candidate or issue he considered a condition of ernploynient or advancement within the Company 

An employee is permitted to hold public office as long as i t  does not interfere with tlie performance of 
his or her job M put the employee or the Conipariy in a situation that could give rise to a conflict of interest An 
employee who is a prospective candidate f@r public office should discuss plans to qcialify for cr acrept appoinr- 
nieiits to public office witli his or tier supervisor or clepaitment liead in ordel to resolve possit!le conflicts 

QUESTIONS AND A 

0. M y  workgroup plans to host a reception at an upcoming golf toiiriiainent We plan to invite some 
state and local clccted oilicials Is that OK? 

A. You should not invite these indi?iitluals unless your organization's department heztl or the External 
Relations Departinent Iias conlirrned that ihe items of value - in  this case the rect;piii:~n and the 
ticket to the toitrnament - cornply ?iith all law, ancl regulations that limit or prohibit such gifts or 
require the gifts to he reported 



YOUR ~ ~ S ~ O ~ ~ ~ ~ ~ ~ l ~  
Employees. contractors and board members must not retaliate against an individual who speaks out regarding 
Code of Ethics violations, in good faith reports suspected misconduct to the Corporate Ethics Program or 
who in good faith provides testimony or other evidence clirriny the course of an investigation Such retaliation 
is prohibited and will not he tolerated The Conipany will take disciplinary action, up to and inclutling terniina- 
tion of employment, against any employee, contractor or board member involved in retaliatory conduct 

BIIESTBONS AND A 

Q. An employee I sirpervise called the Ethics ILine and complained that a co-worker was falsifying her 
expense reports I would have preferred to handle this myself and not have it reported 10 the Ethics 
Program I want to let the employee know I do not appreciate his calling the Ethics Line and that he 
should check with me before calling the Ethics Line in the future. I recently assigned this employee to 
a special project, hut after all the fuss he caused, I am cornpelled to remove him and assign someaie else 

A. The Code of Ethics provides multiple avenues for reporting suspected Code of Ethics violations to the 
Company Eniplovees niay m e  any or all of the methods and are not required to notify their manaye- 
ment before contacting tlie Ethics Line Denying an employee the opportunity to work on a special 
project because he or she made a report to the Ethics Program is a form of retaliation 

Q. A person on my team complained that she was heiny harassed by another employee in our group 
Now the ernployee who was investigated is saying derogatory thinys about the person who 
complairied and is insistiny that we Should al l  refuse to have lunch with her What slloultl I do? 

A. Employees have the right to report peiceived harassment without fear of reprisals or retaliation Your 
co-worker's actions are a form of retaliation and you should alert your supervisor or one of the other 
parties iclentified in tlie axpoiate Harassnient Folic\! tlEI-SIBS-00315 

0. i i vo weeks ago I calletl he Ethics lirie 10 report hat my riianayer spertds excessive aiiioiiiits for meals 
and travel she charges to the Company ! heard a rumor that the Ethics Program substantiated my 
complaint and rhst. as a iesult, my rnanager :vas given a ~~Jlemoranduni o i  Understanding Today my 
niariayer piit me on a performance improvement plan directing nie to focus niore on my job assiynriients 
and less on what others in my ' g I believe the perforrnance plan is retaliation for the 
report I ~ i iade to the Ethics line 

A. The Code of Ethics poliibits ietaliati~!n against ei1:ploj'c'eSwlio in good faith repoz suspected rnisconduc! to 
the Ethics Prograin 'YOU slioulrf report ' g b r  concern to a member of t!ie Ethics Program staff, a I-lur'rian 
Fesciirces represijntatibe or io  ihe Progress Eiiergb, Eililcs Line Be axare hvaeYer. that making a 
repor: tu titi: Etlrics Lirie does l ic i t  reiie;e \ji.!ll froril rrleetiny the pertoiinaiize reqiiirerlierits of y o u r  job 
if your peifoiinarice !;mafits a periormance mprcvement plan the fact :hat ycru :.we placed oi: a 
performance plan 15 unlikely :o be fourid re!alIatoiy 
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RF Q U EST: 

Y 

a When was the Continuous Business Excellence program initiated” 

b Describe how Progress’s actual efficiency and productivity gains have compared 
each year to its goal of gains of 3 to 5 percent annually 

c Explain whether Duke Energy currently has a program similar to the Continuous 
Business Excellence program of Progress 

RESPONSE: 

a jrd Quarter of 2008 

b Progress Energy’s adjusted non-fucl O&M grew at 2 8% from 2009 to 2010 We 
believe that disciplined cost management was a result of our Continuous Business 
Excellence program 

c No 

PERSON RESPONSIBLE: (a,b) William D Johnson 
(c) AR Mullinax 

I 
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Staff First Set Data Requests 
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REQUEST: 

f x r  I l l  t- 

w m t h e  e s e c u t i l y  if;e;the proposed nierger 
is consummated and (2) the specific positions in which they will serve Provide the 
names and backgrounds of the individuals currently serving in those same positions. or 
most comparable positions, for Duke Energy 

. . .  
+) 1 0  37 -4. 

3 ’ ”  I V’ 

. .  
\ I 

RESPONSE: 

Duke Energy Corporation’s current executive management is as follows 

James E Rogers - Chairman, President and Chief Executive Officer 

Roberta B. Bowman- Senior Vice President and Chief Sustainability Officer 

Jeffery G Browning-Senior Vice President - Audit Services and Chief Ethics and 
Compliance Officer 

Brett C Carter- President - Duke Energy North Carolina 

Swati V Da,ji-Vice President - Global Risk Management and Insurance and Chief 
Risk Officer 

Stephen G De May-Senior Vice President - Investor Relations and Treasurer 

Douglas F Esamann-President - Duke Enersy Indiana 

Lynn J Good-Group Executive and Chief Financial Officer 

Catherine E Heigel-President - Duke Energy South Carolina 

Dhiaa Wf Janiil-Group Executive. Chief Generation Officer and Chief Nuclear 
Officer 

1 



Julie S Janson- President - Duke Energy Ohio and Duke Energy Kentucky 

Virginia S Mackin-Senior Vice President and Chief Communications Oilicei- 

Gianna h/I Manes-Senior Vice President and Chief Customer Officer 

Marc E Manly- Group Executive, Chief L.egal Officer arid Coipoi ate Secretary 

David W Mohler- Senior Vice President and Chief Technoloyv Oflicer 

Ronald R Reising-Senior Vice President and Chief Procurement Oflicer 

E3 Keith Trent-Group Executive and President - Commercial Businesses 

Jennifer L Weber-Group Executive - Human Resources and Corporate Re1 ations 

Steven K Young-Senior Vice President and Controller 

Please sec Attachment Staff DR-01-14 for biographical information for each e\tecutive 

PERSON RESPONSIBLE: James E Rogers 

-- 



Drr;ke 
Energy. 

James E. Rogers 
Chairman, President and Chief Executive Officer 

.Jim Rogers IS chairman of the board, president and chief executiFe officer of 
Duke Energ 

Rogers has more than 22 \ears of experience a s  a chiefeuecutne officer in the electnc utili5 industrl, He was named 
president arid chief executhe officer of Duke Energy following the merger of Duke Energy and Cinerg in April 2006. 

Before the merger, Rogers sened as  Cinergy‘s chairman and chief executhe officer for more than 11  !ears. Prior to the formation of 
Cine=, he joined PSI Energy in 1988 as the company’s chairman, president and chief executhe officer. 

Rogers has sened  as depub general counsel for litigation and enforcement for the Federal Energy Regulatory Commission (FERC); 
executile \?ice president of interstate pipelines for the Enron Gas Pipeline Group: and as a partner in the Washington, D.C., office of 
Akin, Gump, Strauss, Hauer & Feld. Prior to those appointments, he served as assistant to the chief trial counsel at  FEKC; as a law 
clerk for the Supreme Court of Kentucki: and as assistant attornev general for the Conimonwealth of Kentucky, \\here he acted a s  
intervener on behalf of state consumers in gas, electric and telephone rate cases. He was also a reporter for the Lexington 
(Kentucky) Herald-Leader. 

In the course of his career, Rogers has served more than 60 cumulative years on the boards of Fortune 500 companies. He is 
currently a director of Cigna Corp. and Applied Materials Inc. He has also s end  as a director of Duke Realty Corporation, Cinergy 
Corp.. PSI Energy, Bankers Life Holding Corporation, Irkutskenergo AQ, Indiana National Bank and Fifth Third Bancorp. In 2010, 
NACD Directorship, the magazine of the National Association of Corporate Directors, named Rogers to its annual Directorship 100 

list, which recognizes the most influential people in corporate governance. 

Rogers is past chairman of the Edison Electric Institute and is currently an ex oficio niember of the Executive Committee. He is 
chairman of the Institute for Electric Efficiency. He serves as  a member of the board of directors and the Executive Committee of the 
Nuclear Energy Institute. and is a hoard member of the Institute of Nuclear Power Operations and the World Association of Nuclear 
Operators (WANO). Rogers is also a member of the Business Council and serves on the boards of the Business Roundtable, the 
National Coal Council, the National Petroleum Council and the Nicholas Institute for Environmental Policy Solutions. 

Rogers is a board member of the Alliance to Save Energy, having s e n d  as co-chair, and is past co-chair of the National Action Plan 
for Energy Efficiency He sene5 as a member of the board of directors and \.ice chairman of the Executive Committee of the World 
Business Council for Sustainable De\elopment. He is a lifetime member of the Council on Foreign Relations and a member of the 
Honorary Committee of the Joint U.S.-China Collaboration on Clean Energy (JUCCCE) and the Club of Madrid President’s Circle 
RDgers also s e n e  on an advisory board for the Aspen Institute’s Business and Society Program and is past chairman of the Edison 
Foundation. He has testified 22 times on energy, en\ ironmental and other policy matters before congressional committees. 

In 2010, the b‘orld &fairs Council of Charlotte honored Rogers with its World Citizen Award for his efforts to raise the profile of 
both Duke Energ\ and Charlotte on the international stage 

In 2009, Rogers ~ r a s  honored \\it11 Energ Biz magazine’s CEO of theyear Energ Biz E;ImEX\\ard (Knowledge, Innointion, 
Technologv, Lxcellence) He I tas inducted into the inaugural Energy Efficiencn Forum Hall of Fame b? the 11 S. Energ\ Association 
and .Johnson Controls Inc Rogers !>as also named 2009 Citizen of the Carolinas b j  the Charlotte Chamber of Commerce In 2007, 
he \\as named the ene rg  industn’s CEO of the Year b\ Platts and Business Perron of the Sear b> the Charlotte Business ,Journal 

Cher the past se\eral >ears. Kogers has published nurnercxs articles and spoken to more than 20 u n i \ e d i e s  and collegE across the 
corintn on energy and en~.ironrnentaI issues He also s e n  es on a variety of ckic boards. iricluding the Foundation For the Carolinas 
and co-chairing an lrts &Science Council (.UC) initiathe to enrich cul!ural resources i n  the Charlotte 3rea. 

-,, 1 “ ” .  . 
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b g e r s  attended Emory Unixersity and earned a bachelor of b u s i n ~ s s  administration and a juris doctor degree from the C'nkersity 
of Kentucb ,  \\here he \\as a rnember of the Kentuck? Journal and Beta Gamma Sigma National Honor Society. He\cas named 
to the Hall of Fame at  the Carol Vartin Catton College of Business and Economics and the Hail of Fame of t h e  College of Law, both 
of the Cniversit?; of Kenluck? He was also inducted into the L!ni\ersity of Kentuchc's 2010 Mall of Distinguished Alumni. 

\Iso, Rogers has heen honored \rith ~ s r i o u s  awards and recognition: TheJJn. 5, 2009,  edition of Ne*sweek named Rogers to The 
Global Fl i te  list, 'The 50 Xfost Poirerfiil People in the h'orld." sa\ing T h e  CEO of Duke E n e w  could make  dreams of renel*abie 
power a realih." He receked the 1996 E n e r g  Dall) Corporate Leadership \ \ > a r k  the 1998 Hebrew Cnion College Cincinnati 
a i a t e s  Tribute Honoree; the 2004 Sational Conference for Communih and Justice (NCCJ) Distinguished S e n i c e  Citation; the 
1-005 Kejstone Center Imadership in Industr) %ward; the 2005 Ronald McDonald House Lifetime Achie\ement ,\ward; the 2006 
I-furnan Relations .%\sard frnrn the American Jewish Conim!ttee, Cincinnati Chapter; and the 2007 Ellis Island Medal of Honor. 
Rogers has also recehed a n  honorarj doctor of law degree frnrn Indiana State L'ni\ersrty, an honorary doctor  of business 
administration degree f m m  Marian College in Indianapolis. Ind., and an honorary doctor of humane letters degree Erom Queens 
Uniyersity of Charlotte. 

_I________- 

The Birmingham, Ala., native was born in 1947. Rogers and his wife, Mary Anne. have hvo daughters, a son a n d  eight grandchildren. 

Duke Energy, one of the largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentucky. I t s  commercial power 
and  international businesses operate diverse power generation assets in North America and Latin America, including a gmwing 
renewable energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company t raded o n  the New York 
Stock Exchange under the qmbol DUK. 

December 6, mi0 

Ou_r_Pcrspectiyq 

Download publi~hing-qilulity photo of Jim Rogers Cpg, 2103 KB) 

Do_~~tloitd~Jirn Rogers bici (pdf, 78 KB) 

. .  
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m&e 
Energy, 

Roberta B. Bowman 
Senior Vice President and Chief Sustainability Officer 

Roberta Bonman has sened as  senior Lice president and chief~iistain.ibilit~ officer for Duke Energ? since 2008 She is 
respansible for the cornpan\ s integrated strdtegl\ to operate in a \+a> that IS good for people. the planet and profits. She 
senes in the office of the chairman to reptaent the cornpan! to Le\ sttkeholders and \>orbs u i t h  a number of national, 

- i n t e rn~ t ion~ l  and indrisln groups to adxance issues miportant to Duke Energ? 

Bowman has o \ e rxo  sears of eypenence in the energy industv. 

She joined Duke Porter in 1986 as director of poxrer plant community relatjons. After a series of promotions including general 
manager of public issues in 1993, general manager of coniniunic;ltions and comniunity relations in 1994 and manager ofbulk poiser 
marketing in 1995, she bras named vice president of communications and community relations in 1996. She served as the company's 
chief communications officer for io years, and was appointed senior \ ire president of public affairs in Januar): 2001. In that role, 
she led the corporation's communications, public affairs and community relations functions, including The Duke Energy 
Foundation. Following the merger with Cinergy in 2006, she was named the company's first corporate officer in sustainability as 
lice president of sustainability and community affairs. During her career, Bowman has also had responsibility for public policy: 
government and regulatory relations; and environment, health and safety. 

Prior to joining the company, Bowman worked at  Northeast Utilities in Hartford, Conn , from 1978 to 1986. She sen-ed as manager 
of nuclear information. 

._____ 

X native of West Hartford, Conn , Bowman graduated with distinction from Tu% University in Medford, Mass., with a bachelor of 
arts degree. 

Involved in a number of community and professional activities, Bowman currently serves on the board of trustees for Blue Cross 
and Blue Shield of North Carolina, the state's largest health insurer. She is a member of the board of visitors for the Duke University 
Nicholas School of the En\ironnient, the Sustainability Ad\isory Council for Ingersoll Rand and the Water Advisory Board for ITT. 
Bowman was also named to the 2011 Selection Committee for the Zayed Future Energy Prize, the government of Abu Dhabi's 
international award to encourage innovation in renewable energy, energy conservation and sustainability. 

Bowman seKes on a n  ad\isory group for the Foundation For The Carolinas and an advisory board for The North Carolina 
Conference for Women. She is a member of both Women Corporate Directors and Women Lxecutives. She m-chaired the Executive 
Committee of the 2007 U S. Women's Open and nised charitable funds to benefit a number of North Carolina nonprofits important 
to women's health and leadership. Bowman has also served on the boards of directors of the Public Affairs Council. Afro-American 
Cultural Center and Communications Council of the United Way. 

In 2007. Rowman \\as inducted into the North Carolina Public Relations Hall of Fame. Sponsored bk the lrniwrsity of North 
Carolina at Chapel Hill School ofJournalism and Mass Conmuniration, the PR Hall of Fanie "recognizes indniduals >\ho have 
made euceptionalh distinguished and career-long contributions to the field and \\ho are strongly associated with the state of North 
Carolina 

Bowman tvas born in 1955. She k married to Andrew Bowman of Binghamton, N.Y. 

Duke E"iierg?: one of the largest power companies i n  the United States, supplies and deiiwrs electricity to approximatel) 3 million 
customers in the Carolinas and the Midwest. The conipaii? also distributes natural gas in Ohio and Kentuck?. Its commercial power 
and international businesses operate di\erse p a w  generation assets i n  Sorth America and Latin America. including a grotring 
rcne\\able eiierG portfolio I-Ieadquartcred in Charlotte; 3' C . Duke h e r s \  is a Fortune 500 conipan?- traded on the Seu York 
Stock Eschange under the qrnbol DL'K. 
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Jeffery G. Browning 
Senior Vice Fresident - Audit Senices and Chief Ethics and Compliance Officer 

Jeff Brotrnirtg is senior \ice president of audit senices and chief ethics and compliance officer for Duke EnerQ He s e n e s  
as the chiefaudit euecutiie and pro\ides ewcutiie o\ersigCt for the Duke Energ! internal audit function Browning is 
responsible for establishing the audit function s s tn t egc  direction. ensunng the euecution of a risk-based audit approach, 
attracting and de\eloping excrptional professional talent, and sening as the function’s interface with the Audit 

Committee and euecuti\e management. 

In his role as chief ethics and compliance officer, Bro\\ning directs Duke Enera’s compliance program, \+hich provides oversight, 
tracking, and management of the organization’s compliance i\ith lairs, regulations and business conduct standards. 

- ~ --________-- 

Bro~~ningworked for Duke E n e r g  from 2001 to 2004 and rejoined the company in 2005. He has held karious positions in the 
financial senices industry, including lice pmident of audit services for Genworth Financial and audit director for Transamerica 
(’orpotation. IIe also sewed as director of management assurance senices for KF’MG. 

Browning received a bachelor of science degree in business administration, with an accounting concentration, fmm the Indiana 
Unkersity School of Business and earned a master ofbusiness administration degree from the University of Notre Dame Graduate 
School of Business. He also completed the Advanced Management Program at the Harvard Business School.. Browning is a certified 
public accountant and certified internal auditor. 

Browning is past chairman of the board of gowrnors for the Charlotte chapter of the Institute of Internal Auditors (IU) and is also a 
member of the IIA’s professional conferences committee. An active member of the community. he has served in a volunteer capacity 
with the United Way of Central Carolinas, the Arts &Science Council and the American Cancer Society. He is a graduate of the 
Charlotte ~\rts & Science Council Cultural Leadership Training Program and currently senes on the board of directors and Executive 
Committee for the Children’s Theatre of Charlotte. 

Duke Energy, one ofthe largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentuck?. I ts  commercial power 
and international businesses operate diverse power generation assets in North America and Latin America, including a growing 
rene\\able energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the syrnbol DLK 

Aluy 12,2010 



Brett C. Carter 
President - Duke Energy North Carolina 

Brett C.irter is prcsident of Duke Energ! Sorth Carolina, sening appro~imatel! I 8 million electric retail customers in the 
central and ikestern portions of the state. He is responsible for ad\ancing the ronipan>'s rate and regulatory initiatkes 
and rnan'iging state ,ind local regulaton and go\ernmental relations, economic detelopnient and comniunih affairs 

I-ldbing sened as president of Duke EnerB Carolinas since 2008, Carter took on a dedicated leadership role For the North 

__.___- 

Cdrolina senice region in March 2010, as part of Duke Energy's strategy to sharpen its focus on the unique needs, interests and 
concerns of different states sened by the rompany. 

Carter has also sewed as senior vice president of ciistomer senice and business development for Duke Energy. In that role, he was 
responsible for acquiring and retaining new wholesale customers; providing sales and senices to the company's existing large 
commercial and industrial customers; and generating and cultivating economic development opportunities. In addition, he was 
responsible for the customer senice function. 

Carter joined Duke PoL5er in July 2005 as vice president of residential and small business customers. He was also responsible for 
the marketing strategy and operations of Duke Power's Customer Service Center. 

Prior to joining the company, Carter sewed as vice president of the central senices division for Aquila in Kansas City, Mo. He was 
responsible for Aquila's 1-4 niillion customers, including oversight of hvo call centers, information technology, customer account 
management, customer solutions and Six Sigma special projects. 

The Pittsburgh, Pa., native earned a bachelor of science degree in accounting from Clarion University of Pennsylvania and a master 
of business administntion degree, with a concentration in marketing, from the University of Pittsburgh. He also completed the 
Haward Business School Advanced Management Program. 

Carter is active in a number of community and professional activities. He is a member of the North Carolina State Ports Authority 
Board, the North Carolina Economic Development Board and The Executile Leadership Council Washington, D CJ. He also serves 
on the board ofdirectors of the Charlotte Regional Partnership, the North Carolina Chamber of Commerce, the Charlotte Chamber 
of Commerce and hlecklenburg Citizens for Public Education (MeckEd). 

Carter and his wife, Rebecca, have a daughter and two sons. 

Duke Energy, one of the largest power companies i n  the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. Thecompany also distributes natural gas in Ohio and Kentucky. I t s  commercial power 
and international businesses operate diverse power geriention assets in North Anierica and Latin America, including a growing 
renewable energ! portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New Sork 
Stock Eschange under the qnibol DUK. 
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Swati V. Daji 
Vice President - Global Risk Management arid Insurance and Chief Risk Officer 

Swati Daji is vice president, global risk management and insurance, dnd chief risk officer for Duke Energy. She is 
responsible for m r p r a t e  risk management, with particular focus on the company's market and credit risks. In  addition, 
she manages the company's insurance programs. 

Daji brings diverse corporate and cnnimercial experience to the position, including a strong background in financial and 

- risk management, and dealings with both the regulated and rionregulated parts of the business. 

Previously, she sewed as  vice president of deal skuduring and contract management for Duke Energy's U.S. Franchised Electric 
and Gas organization. She was responsible for the structuring, analytics and administration of wholesale contracts, regulated fuel 
management and bulk power marketing. 

Daji joined the company in 1991 as a financial analyst for Duke Power. From 1998 to 2ao4, she held a variety of management 
positions with Duke Enerpy North America. including vice president of asset planning. valuation and analysis; managing director of 
finance valuation and treasury operations; and managing director ofbudgeting and farecasting. Between 2004 and 2006, she served 
as a general manager in both the treasury and corporate risk management groups for Duke Energy. She was named general manager 
of treasury and risk reporting, governance and compliance in 2007. Daji assumed her current pasition in October 2009. 

Prior to joining Duke Energy, Daji was a branch manager at  a local bank. 

She serves on the board of directors of Charlotte Communiv Health Clinic, which provides acute medical a r e  to u n i n s u d  and 
low-income individuals through a culturally diverse, volunteer-based organization with emphasis on education, training and 
community outreach. She also sen- on the board of advisors of the Queens University of Charlotte MeCmU School of Business. 

Daji holds a bachelor of science degree in accounting from the University of Bombay and an MBA in finance from Clemson 
University. 

Daji and her husband, Vijay, have two sons. 

Duke Energy, one of the largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distriiutes natunl  gas in Ohio and Kentucky. I t s  commercial power 
and international businesses operate diverse power generation assets in North America and Latin America, including a growing 
renewable energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 mmpany traded on the New York 
Stock Exchange under the symbol DUK 

cktober 12,2010 



Stephen G. De May 
Senior Vice President - Investor Relations and Treaswer 

Stephen De May is senior vice president of investor relations and treasurer for Duke E n e w .  As treasurer he is responsible 
for financing and ap i t a l  markets activities, liability management, liquidity a d  cash management, long-term investments 
and managing Duke Energy's relationships with the major credit rahng agencies As head of investor relations, he 
monitors trends in the investment marketsand maintains key relationships with debt and equity investors, analysts and 

financial institutions. 

Previously, he served as senior vice president, treasurer and chief risk officer. 
- ~ - _ _ -  ---__- 

De May joined the company in iggo as a director of the company's real estate development business, Crescent Resources, where he 
had responsibility for managing the finance and accounting functions. In 1994, he joined the company's corporate finance group, 
and in 1996, completed an extended risk management assignment at  the company's e n e w  trading and marketing affiliate. 
Following the merger of Duke Power and PanEnergy, De May managed the corporate finance p u p  until June 1999, at  which time 
he was appointed vice president of business unit finance. During 2004 and 2005, he served as vice president of energy and 
enviiunmental policy, with responsibility for achieving the company's public policy objectives related to key energy and 
environmental issues. Following the merger between Duke Energy and Cinergy in April 2006, he served as general manager, 
corporate finance and assistant treasurer for the company. In 2007, De May was named vice president and treasurer for Duke 
Energy, which included oversight of the risk management function. He was named senior vice president, t m s u r e r  and chief risk 
officer in February 2009. 

Before joining Duke Energy, De May served as senior tax consultant for Deloitte & Tourhe and tax consultant for Price Waterhouse. 

De May graduated h m  the University of North Carolina at  Chapel Hill with a bachelor of arts degree in political science and a 
master of business administration degree from the McColl Graduate School of Business at  Queens University of Charlotte. In 2010, 
he completed the Advanced Management Program at the Wharton Schml of the University of Pennsylvania. He is a certified public 
accountant in North Carolina. 

De May sits on the board of trustees for Providence Day School and the board of d imto r s  for the University of North Carolina a t  
Chapel Hill's Friends of the Libraiy. He is a h  a member of the Management Cmmmittee of ADAGEm LLC, an ARWA/Duke Energy 
advanced biopower company. 

A native of Long Island. N.Y., De May was born in 1962. He and his wife, Linda, have three children. 

Duke hew, one of the largest power cornpanis in the IJnited States, supplies and delivers electricity to appmximately 4 minion 
customers in the Chulinas and the Midwest. The mmpany also distniutes natural gas in Ohio and Kentucky. Its commercial power 
and international businesses operate diwrse power generation assets in North America and Latin America, including a growing 
renewable energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol D I K  

July 19,2010 
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Dou las F Esamarin 
Presi R ent - Duke Energy Indiana 

Doug Esamnnn is president of Duke Enere  Indiana, the state's IaEest electric utilih, sening approsimatel!- i90,ooo 
i customerr in 69 of Indiana's 92 counties. He is responsible for Duke Energ's regulaton', go\ernniental relations, 
: economic de\elopnient and cornmunipaffairs rtork in Indiana. He \\as named to his current position in November2010. 

Previous!\., Esamann served as senior vice president of corporate strategi for Duke Energv, a position he held since July 
. .  

et 

resource planning, eniironmental compliance planning, transactional support, cristonier market anal>tics, load research and 
renewable e n e w  compliance efforts. 

Immediately folloning the merger between Duke Energy and Cinergy in April 2006, Esamann sewed as group rice president of 
strategy and planning for Duke Energy's U.S. Franchised Electric and Gas organization. 

Prior to the merger, he sened as senior vice president of energy portfolio strategy and management for Cinergy's commercial 
business unit. Ne was responsible for fuel management, enxiironmental risk management, generation dispatch, power purchases 
and sales, portfolio analytia, load forecasting, generation asset planning, demand-side management planning and environmental 
com plia nce planning. 

Esamann began his employment with Public Senice Indiana (predecessor of PSI Energy) in 1979 In the course of his PSI/Cinergy 
career, he held a xariety of leadership roles, including tax manager for PSI Energy until 1994; general manager of finance and 
business development for Cinergy's commercial business unit until 1999; vice president and chief financial officer of the commercial 
business unit until 2001; and president of PSI Energy until 2004. 

f ia inann  currently senes on the boards of directors of the Indiana Energy Association, Indiana Manufacturers Association and the 
Indiana Legal Foundation. He is also an advisory board member of the [Jniversity of Missouri Financial Research Institute. 

.X native of Plainfield, Ind., b a m a n n  earned a Bachelor of Science degree in accounting from Indiana University. He and his wife, 
Kimberly, have two daughters, a son and one grandchild. 

Duke Energy, one of the largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distniutes natural gas in Ohio and Kentuclcy. I t s  commercial power 
and international businwes operate diverse power generation assets in North America and Latin America, including a growing 
renewable energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
St!ick Exchange under the s.inibol DUK. 
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Lynn J. Good 
Group Executive and Chief Financial Officer 

Lbnn h o d  1s gmup executile and ( hief financial oficer for Duke EnerG She l a d s  the financial function. nhirh includes 
the controller s office, treasun, tau, nsh management and insurance, as \\ell as corporate stnteg) and corporate 
de\elopment These duties include accounting, balance sheet management a n d  oierseeing risk control policies. She 
assumed her current position in J u h  2009 

Pretiously. Good sened  as group executh e and president of Duke Energy’s commercial businesses, a position she held since 
Noyember 2007 She was responsible for the Midwest nonregulated generation, Duke Energ- International, Duke Energy 
Generation Senices, the telecommunications businesses, and all corporate development and merger and acquisition activities. Prior 
to that, Cflod served as senior vice president and treasurer for Duke Energy. She led the treasury fiinctions for the company, as well 
as insurance, market and credit risk management and corporate financial planning and analysis. 

Before the merger of Duke Energy and Cinerg in April 2006, Good senred a s  executive \ice president and chief financial offiox for 
Cinerg).. Named to that role in September 2005, she was responsible for Cinergy’s treasurv, finance and accounting Functions. 

C d  joined Cinergy in May 2003 as \-ice president of financial project strategy She \vas named vice president and controller later 
the same year; and lice president of finance and controller in January 2005. 

Prior to joining Cinergy, Good was a partner with the international accounting firm, Deloitte &Touche, based in Cincinnati, Ohio. 
From 1981 to 2002, she served in various senior management roles with Arthur Andemen, rising to partner in 1992. 

Good serves on the board of directors of Hubbell Inc., an international manufacturer of elcctrical and electronic products. She is 
also a board member of the Bechtler Art Museum in Charlotte. 

Good earned Bachelor of Science degrees in systems analysis and accounting from Miami University in Oxford, Ohio. 

Duke Energy, one of the largest power companies in the United States, supplies and delirers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentucky. Its commercial power 
and international businesses operate diverse power generation assets in North America and Latin America, including a growing 
renewable energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK 

March 8,2011 



Catherine E. Tieigel 
President - Duke Energy South Carolina 

Catherine Heigel 15 president of Duhe Enarg South Carolina, sening more than Goo,ooo electric retail customers 111 the 
Upstate. She is responsible for adxzncing the compan!’s rate and regulaton initiatixes and managing state and local 
regulaton and go\ernmental relations, economic cle\elopment and cornmunit) affairs. Heigel was named to hc.r current 
position in March 2010. 

Pre\iously, Meigel sened as a sperial ad\isor to Duke Energy’s chairman, president and chief executile officer 

I-Ieigel began her legal career in 1995 as a consumer advocate for the state of South Carolina in utility and insiirance matters She 
joined Duke Energ! in 1997 as senior counsel providing legal support for Duke Engineering & S e n  ices (DEM), a nonregulated 
engineering consulting senices subsidiar). of Duke Energy. From 2003 to 2006, she practiced law in the private sector. 

In 2006, Heigeljoined the state regulatov group for Duke Energy’s U.S. Franchised Electric and Gas organization. In  that role, she 
ad\%ed the company’s senior management on regulatory and compliance matters. She also represented Duke Energy in a \$;de 
variety of issues before state utility commissions, including energy efficiency, new nuclear generation and general rate proceedings 

Heigel graduated magna cum laude, Phi Beta Kappa and with honors From the University of South Carolina \cith a Bachelor of.Ws 
degree in international studies. She holds a Juris Doctor degree from The Ohio State Unkersity College of Law, where she was an 
associate editor of the Ohio State Law Journal. She also completed Duke Energy’s Strategic Leadership Program at the University of 
North Carolina’s Kenan-Flagler School of Business, Oxford Unkersity’s Summer Law Programme, and a European Economic 
Community Studies program at the [Jniversity ofAmsterdam in the Netherlands. In 2010, Heigel received the Distinguished Honors 
Alumni Award from the Honors College at  the University of South Carolina 

Heigel is admitted to the state bar associations of North Carolina, South Carolina, Georgia, Ohio and New York; and is a member of 
the American Bar .4ssociation. She is a member of the South Carolina Centers of Economic Excellence Review Board, the Palmetto 
Business Forum and the University of South Carolina President’s Initiative Committee. She serves on the board of the South 
Carolina Manufacturers Alliance, Meals on Wheels of Green\rille County and is an incoming board member of the Greendle  
Symphony Orchestra. Heigel is also a 2010 recipient of the James B.. Duke Award, Duke Energy’s highest employee award for senice 
to the company and community. 

A natiLe of Darlington, S.C., Heigel and her husband, Jonathan, h a ~ e  hvo daughters and a son. 

Duke Energ?., one of the largest power companies in the United States, supplies and d e h e r s  electricit?. to approximately 4 million 
customers in the Carolinas and the bfidwest. The company also distributes natural gas in Ohio and Kentuchy. Its commercial poner 
and international businesses operate diverse power generation assets in North America and Latin America, incliiding a growing 
renewable energy portfolio. Headquartered in Charlotte, N.C , Duke Energy is a Fortnne 500 company traded on the New York 
Stock Exchange under the q m b o l  IXJK. 

February 16. .2011 
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Dhiaa bl. ,Jarnil 
Group Executive, Chief Generation Officer and Chief Xuclear Officer 

Dhiaa Iamil is a group executive: chief generation officer a n d  chief ntrclear 6)tficci for L)u!ie Energ He is responsible for the .safe and 
efficient operation of all reguhted generation x r o s q  the c.omp:in\ s nuclc.ar, fiissil and hydro fleets. Hc assumed the expended role of 
chief generation nficer in J u l ~  2009 

Pre~-iiously, .Jarnil sened  as group excrutive iinti chief nuclew officer, with rcspon&iih for the crintpan~'~ three nuclear stations - Catawba, 
hIcGuire and Ocrmec. 

electrical systems engineering manager in 1994, He was named maintenance superintentlent of McGuire Nuclear Station in 1997: station 
m,3nager in 1999; and site \ice president of McGuire Nuclear Slation in 2002. In that role, .Jarnil was responsible for all aspects of the safe and 
efficient operation of the nuclear site In 2003, he was named sitevice president of Catawba Nuclear Station. In 2006, .lamil was named senior 
vice president of nuclear support. He led the organization responsible for plant support. ma.jor projects and fuel management for Duke Energfs 
nuclear fleet. In addition, he was responsible for regulatory support, nuclear overnight and snfety analysis functions. 

Jamil rcceived a bachelor of science degree in electrinl engineering from the IJniversity of North Carolina at Charlotte. 

He is a regis?ered professional engineer in North Carolina and South Carolina. He has completed the Institute of Nuclear Power 
Operations' (INPO) senior nuclear plant minagement cotme and received Duke Energy's technical nuclear certification. He has senyd as a 
senior member of the Institute of Eledriwl& Electronics Engineers (IEEE) and has completed a three-year assignment as a member of the 
Council of the National Academy for Nuclear Training. He is a former member of Dominion E,nergy Management Safety Review Advisory 
Committee, TVA Nuclear Safety Review Board and Pacific Gas  & Electne Nuclear Sofety Oversight Committee. He dso served on the board of 
directors of the York County, S.C., Chamber of Commerce. 

*Jarnil currently s e n w  as chair of the Energy Production and Infrastructure Center at the Unhersity of North Carolina at Charlotte and is a board 
member of the UNC Charlotte Foundation. He serves as a trustee ofThe Duke Energy Foundation. tle is also a member of the lNPO Executive 
Advisory Group and the Nuclear Energy Institute's Nuclear Strategic Issues Advisor)" Committee Steering Group. 

Jamil and his wife, Hope, have a daughter and hvo sons. 

Duke Energy, one of the large5est power companies in the Unitrd States, supplies and delners electricity to approximately 4 million customers in 
the Carolinas and the Midwest. The company also distributes natural &is in Ohio and Kenhich?. Its commercial power and international 
businesses operate dkerse power generation assets in North America and Latin America, including 3 growing renewable energy portfolio. 
Headquartered in C'nclrlotte, N.C., Duke Enerp  is a Fortune 500 company traded on the Nmv York Stock Exchange under the symbol DUK 

,lune 24.2010 



Julie S. Janson 
President - Duke Energy Ohio and Duke Energy Kentucky 

Julie Janson IS president of Duhe Energ Ohio .md Duke Energ? Kentucln She leads Duke F n e r a  s Ohio and Kentuck. 
operations, sening approuimateh 
1 niillion gas and electric rustomers in south\\est Ohio and appro\imatel> 230,000 customers i n  six northern Kentucb 
counties She )\as named to her current position in December 2008. 

P r P \ < u c o n  c p n  wi 3 s  wninr x - w p  
. .  . .  

IS for D v n  she 
lield since 2006. Prior to that, she sewed as corporate secretary and chiefcompliance officer for Cinerg. Corp She \\as appointed 
chief compliance officer in 2004 and corporate secretary in 2000. 

From 1998 to 2004, Janson sewed as senior counsel, providing adxice on general corporate, corporate governance and securities- 
related matters. From 1996 to 1998, Janson served as counsel for Cinergy, providing research, advice and support for divestitures, 
mergers and acquisitions, and several internal clients including investor relations, shareholder sewices, corporate communications 
and government and regulatory affairs. She also sewed as corporate counsel to the international business unit. She \vas manager of 
investor relations for Cinergy from 1995 to 1996- 

Prior to joining Cinergy, Janson was corporate attorney for The Cincinnati Gas & Electric Company (CG&E), playing a role in the 
merger of CG&E and PSI Energy, which formed Cinergy Corp. 

Before joining CG&E, she served a s  a law clerk with Adams, Brooking, Stepner, Wolterman & Dusing in Covington, Ky 

She earned a juris doctor degree from the University of Cincinnati College of law. She also holds a bachelor of arts degree in 
American Studies h-om Georgeto\vn College in Georgetown, Ky 

Jarison is a member of the bar associations of Ohio and Kentuchy, with legal experience that spans more than 20 years. She is a 
member of the Directwomen Board Institute Class of 2011, a program designed to identi& and promote accomplished female 
lawyers to s e n e  on corporate boards of public companies. 

Janson is acthe in a number of communit). and professional acthities. She senes on the board of gmernors and is chair of the 
Cincinnati USA Partnership for Eronomic Development. She is a member of the boards of directors and the executile committees of 
the Cincinnati USA Regional Chamber, the United Way of Greater Cincinnati and the Kentucky Chamber of Commerce. She is co- 
chair of the United Way Regional Public Policy Council. 

.Janson is a member of the Cincinnati Business Committee and co-chain the Economic Deyelopment Task Force. She is a member of 
the board of directors of the Northern KentncLTTri-Counv Economic Deielopment (Tri-ED) Corporation. She senes on the 
Climate Protection Steering Committee, appointed by the Cincinnati Ciw Council. She is a board inember of the Cincinnati Center 
City Development Corporation (3CDC) and the Vision 2015 Regional Stewardship Council in Northern Kentuchy. She is a member 
of The Coinniercial Club and abo chaired the city of Cincinnati's 2010 Fine Arts Fund Campaign 

Janson and her husband, Chip, haie t\vo daughters. 

Duke Enera .  one of the largest poi\er companies in the United States, supplies and delilers electrici& to approximatel\ 4 million 
c n s t o m e ~  in the Carolinas and the SIid\\est. The coinpan! also distributes natural gas i n  Ohio and Kentuck?.. I t s  commercial power 
and international business6 operate diverse poirer genemtion assets in North ..America and Latin Linerica, including a groving 
rene\\able energ\ portfolio Headquartered in Charlotte. S.C., Duke Energ is a Fortune 500 compan! traded on the Ne\$ York 



In\ estors 

Virginia S. Mackin 
Senior Vice President and Chief Conmunications Officer 

Ginn) Slachm is senior Lice prrstdent and chief communications oficer for Duke Fnerg, She IS i ~ p o n s i b l e  for directing 
Duke Energ's communications stratee) Jnd  sennces, including support for the conipdni businesses brand nianngement, 
executhe ~ o n i i ~ i u n ~ c a t ~ o n s ,  rnedid relations, socidl mnh and the Web presence. 

Maclan has more than 1-5 )ears of experience as a communications and business leader. Pnor to joining Duke Energ). in 
Xiigust 2010, she s e n d  as an executi\e \ice president and director at Wells Fargo She led tfie bank's eastern cornmunih. hank 
comniunications after its merger with Wacho\ia in 2009 Prior to her role with Wells Fargo, she led b'achmia's communications as 

-~ 

wecittive Lice president and director of corporate communications from 2001 to 2009 

Before joining Wacho\ia, blackin sen-ed IO !ears a1 Bank ofAmerica. During this time, she held various leadership roles, including 
manager of media relations and CEO communications, manager of work and family programs, and manager of global finance 
communications. From 1982 to 1988, she held communications roles with CPC International Inc. and Bonwit 'Teller Stores. 

A native of Upper Montclair, N.J., Mackin graduated cum laude from Boston College with bachelor of arts degrees in speech 
communications and philosophy. 

She is a member of the board of directors of Junior Achievement of the Carolinas and a past member of Wacho\<a's Diverrity 
COLI ncil. 

Mackin and her husband, Pat, have a daughter. 

Duke Energy, one of the largest power companies in the TJnited States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentucky. Its commercial power 
and international businesses operate diverse power generation assets in North Amerjra and Latin America, including a growing 
renewable energv portfolio. Headquarterrd in Charlotte, N.C , Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK. 

August 18,2010 
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Gianna M. Manes 
Senior Vice President and Chief Customer Officer 

"is seniur l ice president and rhief customer officer for Duke Energ., Sianes is responsible for prmiding senices to 
approuimateh J million customers in North Cholina, South Carolina, Indiana, Ohio and Kentuck? She has responsibilih 
for call cen!er operations, re\enue senices, marketing, e n e r g  efficienq and relationships with large business customers. 
In addition, S h e s  has responsibilib for Duke Energy's smart grid initiatne to modernize the cornpanys pouer delixr,  

sys~em and customer interfaces through the use of adlanced technologS to sa\e e n e r e ,  strengthen system reliabilih and improve 

Manes joined the cornpan? in 1987 as an engineer for Texas Eastern Gas Pipeline in Houston, Texas. She has held a vanety of 
leadership roles with increasing responsibility. Her 22 years of experience in the energy industry includes customer senice, power, 
gas and emissions trading operations; power plant development, construction and operations; international and domestic gas and 
poi\er business dm elopment and acquisitions; market analysis; and gas pipeline operations. 

From 1996 until 1998, Manes led the daelopment and construction of the first merchant power plant in the Northeast United 
States. She then nio\ed to international positions and projects where she was named the director of development for Duke Energy 
International in 1998 and managing director of European business deselopment in London beginning in 1999. Manes was named 
senior director of asset management for Duke Energy North iunerira (DENA) in 2001 and energy generation region vice president 
in 2004. She sen-ed as \ice president of integration for the Duke Energy-Cinerg merger in 2005. She was senior .vice president of 
regulated portfolio optimization and fuels from 2006 through 2008. In this position, she was responsible for purchases and sales of 
electricity and emission products with the wholesale market and the purchase and delivery of coal and natural gas for the generation 
fleet. 

The Louisiana native earned a bachelor of science degree in industrial engineering from Louisiana State University and a master of 
b~isiness administration degree from the University of Houston She is a senior fellow with the American Leadership Forum. in 
addition, she is an adxisor to Duke Energy's Leadership Dmelopment Nehvork and her ckic involvement includes sening on the 
boards of directors of Classmom Central, the Community Building Initiative and Advanced Energy. 

Manes and her husband, Ted, ha\e bosons. 

Duke Enere ,  one of the largest power companies in the United States, supplies and delixers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentuchy I t s  commercial power 
and international businesses operate di\erse poner generation assets in North America and Latin America, including a growing 
rene\\able energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the s\ mbol D U X  

October 12, LWKJ 
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Marc E. Manly 
Group Executive, Chief Legal Officer arid Corporate SecretarS; 

Marc 5Iaiil> is a group exectitile, and the chief legal officer and corporate secretan for Duke Eiierp Ne leads the Office 
of the General Counsel, R hich includes legal. internal audit. ethirs and compliance, information technologl, and enterprise 
operations sen ices 

3:anl) has .sened as group executixe and chief legal officer for Duke Energ? sinre April 2006 Me assumed the additional 

of Cinergy Corp., a position he held from No\ember 2002 to April 2006. He \+as responsible for the company’s strategy and position 
on all legal matters. 

Frnm 2000 to 2002, Manly was managing director for law and governnlental affairs, general counsel and corporate secretary at 
NetrPo\\ei Holdings Inc ,a national retailer of electricihi and natural gas to the residential market. Before his position with 
NmPo\\er, from 1995 to 2000, he was with AT&T C ~ r p .  first as vice president and solicitor general, and then as vice president and 
chief counsel for the consumer senices group. Prior to joining dT&T’s legal department, Manly was a member of the law firm of 
Sidlev &- .4ustin, as an associate from 1978 to 1985 and as a partner from 1986 to 1994. 

and chief leml officer 

Manly earned a Juris Doctor degree, magna cum laude, and a Master of Economics degree from the University of Michigan, where 
he \‘VIIS a member of the Law Review and Order of the Coif. He also earned a Bachelor of Arts degree, summa cum laude, in 
economics from Amherst College, where he was Phi Beta Kappa. 

Manly and his wife, Colby Chapman, have hvo children. 

Duke Energy, one of the largest power companies in the United States, supplies and delkers electricity to approximately 4 million 
rustorncrs in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentuchy. I t s  commercial power 
and iriteriiational businesses operate dixerse poivergeneration assets in North America and Latin America, including a growing 
rene\\nble energy portfolio. Headquartered in Charlotte, N.C , Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK. 

March io, 2011 



David W. Mohler 
Senior Vice President and Chief Technology Officer 

Ddiid SIohler is senior \ice president and chief technolog\ officer for Duke Energy He is responsible for the delelopment 
and application of technologies in support of Duke Enera’s strategic objecti\es. He was named to his current position in 
October 2006. 

Previously, Mohlersened as vice presidcnt of strategic planning for Duke Energ?.. Prior to the merger between Duke 

generation, as \\ell as experience in corporate marketing, human resources and business deielopment. 

He earned a Bachelor of Ar ts  degree from Indiana Uniyersity, a Bachelor of Science degree from the Uni\ersity of the State of New 

York at Abany, a blaster of Arts degree from Xabier Uni\enity of Cincinnati, and a blaster of Science degree from the University of 
Pennsylvania. He also completed the Columbia University Marketing Management Program and Penn State UniversiQ Exemtiye 
Dei elopment Program. 

Mohler is a member of the a d t i s o y  boards of GridPoint Inc., Verizon Wireless and the Carnegie Mellon Electric Utility Industry 
Center. He serves on the Advanced Research Projects Agency-Energy (ARPA-E) %rain trust” within the Department of Energy. He 
is also a member of the Electric Power Research Institute’s Research Advisory Committee. 

Duke Energ ,  one of the largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio and Kentucky. Its commercial power 
and international businesses operate diverse power generation assets in North America and Latin America, including a growing 
renewable energy portfolio. Headquarterrd in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK. 

April I#,  2011 



I n\-c‘s tors 

Ronald R. Reising 
Senior Vice President and Chief Procurement Officer 

Ronald Reising is senior \ice president and chief procurentent officer for Duke Enera .  He \\as named to this role in 
January 2006 

Prior to that. he sened as \ice president and rhief procurement officer for C inew,  since 2004 He \\as responsible for 
managing C inew’s  sourcing and supph chain function on  behalf of both its regulated and commercial operations. 

He joined Cinerg in June 2002 as \ice president of hnance \\here he %\as responshje ior treasuq,‘uuugeLs anti ioiL<*- 
planning and tax. 

Prior to joining Cinergy, Reising held \arious senior managenient positions with Ameritech’s (XTSrTs) domestic and international 
operations, including chief financial officer of Bell Canada in Montreal and chief financial officer of MATAV in Budapest. MATAV is 
the leading Hunganan telecommunications company Other positions with Aineritech included vice president of operations and 
business debelopment for Amentech Europe, vice president of finance for Telephone Industry Senice, director of planning and 
analysis for Genenl Business Senires, and director for the corporate in\estment and acquisitions group. 

Reising earned a Bachelor of Arts degree in economics from Lawrence University and a master’s degree in management from The 
Kellogg School of Management at Northwestern 1Jniversity. 

Duke Energy, one of the largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest The company also distributes natural gas in Ohio and Kentucky- Its commercial power 
and international businesses operate diverse po\*er generation assets in North America and Latin America, including a growing 
renewable energy portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK. 

March 8,2011 
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I Keith Trent 
Group Executive and President - Commercial Eusinesses 

Keith Trent is group euecuti\e and president of the Coniinercial Businesses organization for Duke Energl, He is 
responsible for Duke Energ Generation Senires: Duke Energ? Renewbles: 11idaest Cornmerrial Generation; 
Cornniercial Transmission; and Duhe Energ Intern,itional. i t i t h  operations i n  IAln Liieria Trent is also responsible for 
coniniercial strateg and poliq He assumed his currrnt role in Jul: 2009. - 

Prexiousl), Trent s e n  ed as group exeruti\e and chief s t ra teg,  polic) and regulaton officer for Doke Energv. He led the areas of 
s t ra teg,  state and federal policy and go\ernment affairs, corporate communications, communits affairs, technology initiatives, and 
en\ironniental health and safeh policy. 

Trent ha5 more than 18 ,ears ofexperience as an accomplished legal counselor. He joined Duke Energv in May 2002 as general 
counsel, litigation. He was responsible for managing all major litigation and government in\ estigations for the mrnpanv. Trent was 
named group \ ice president, general counsel and secretar) in June 2005 and group executile and chief de\elopment officer in April 
2006. In that role, he led corporate dexelopment, including corporate strategy, and mergers and acquisitions. He -.+as named group 
executhe and chief s t r a t eg  and policy officer in September 2006. 

Prior to joining Duke Energy, Trent sened as a partner in the law firm Snell, Brannian & rrent. since October 1991. Prior to that, he 
\\as an attorney at Jackson Walker in Dallas, Texas. He began his career a s  a resenoir/production engineer with Arc0 Oil &Gas in 
Houston in January 1982. 

Trent earned a Bachelorof Science degree in electrical engineering, with honors, from Southern Methodist Unitersity and a Juris 
Dwtor degree, with high honors, from the UniLersity ofTexas College of Law. He also completed the Hanard Business School 
Advanced Management Program and the Reactor Technology Course for Utility ExecutiLes at MIT. Trent is licensed to practice law 
in North Carolina and Texas, as ne11 as  numerous fedenl dlstrict courts and the 'iJnited States Supreme Court. He is also a member 
of various bar associations. 

Trent serves on the board of directors of Bright Automotive Inc., the board of trustees of The Ke)stone Center and is co-chair ofThe 
Keystone Energy Board. He senes  on the board ofvisitors of the Wake Forest Universih Schools of Business and Charlotte Country 
Day School. He is also chairman of the New Leaders for New Schools Board in Charlotte. 

A native of North Little Rock, Ark, Trent was born in 1959. Ne and his bife, L u q ,  ha\-e hro sons. 

Duke Energy, one of the largest power companies in the United States, supplies and delners electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The company also distributes natural gas in Ohio arid Kentuck?. Its commercial power 
and international businesses operate diverre power generation assets in North America and Latin America, including a growing 
reneivable e n e r g  portfolio. Headquartered in Charlotte, N.C., Duke Energ. is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK.. 



I n’l es t o r s  

Jennifer L. Weber 
G I - O U ~  Executive -. Human Resources and Corporate Relations 

Jennifer \\‘eber is group euecuti\e of Human Resources and Corporate Relations dt Duke Energ) She leads the human 
resources function for the company, crhich includes humnn resources polic?, and stntegv. talent management and 
dhersih,  emplo~ee and labor rrlations, total revants strategies and programs, and deli’ien of business partner senices. 

.Jennifer leads the coinpan)’s corporate communications function, M hich includes communications strategy and services: support 

She is also responsible for The Duke Energy Foundation. 

.Jenniferjoined Duke E n e r g  in November 2008 from Scripps Nehvorks Intenctive Inc. in Cincinnati, Ohio. From 2005 to 2008, 

she sened  Scripps, and then Scripps Networks Interactive when the company was spun off, as senior \ice president of human 
resources. 

Prior to joining Scripps in 2005, Jennifer worked at  the consulting firm Towers Perrin for 12 years - a s  a partner and as managing 
principal of the firm’s Cincinnati office. In that role, she participated in the design and implementation of total rewards strategies 
and programs for many large clients. 

native of Mansfield, Ohio, Jennifer received a master’s degree from Carnegie Mellon University. She also earned a bachelor’s 
degree from Miami University, in Ohio, graduating Phi Beta Kappa and Cum Laude. 

.Jennifer currently senes on the Business Mvisory Committee for the Farmer School of Business at Miami Unilersity, in Ohio, and 
the board of advisors for the Belk College of Business at the University of North Carolina at Charlotte. She also Serves on the board 
of directors and is rice chair of the 2011 United Way campaign for the United Way of Central Carolinas. Prior to her relocation to 
Charlotte, Jennifer s e r e d  on the board of the Dan Beard Boy Scout Council of Greater Cincinnati and the Salvation Army. She also 
participated in Leadership Cincinnati. 

She and her husband, Eric, have hvo daughters and a son. 

Duke Energy, one of the largest power companies in the United States, supplies and d e k e r s  electricity to approximately 4 million 
customers in the Carolinas and the Midwest. ’The company abo distributes natural gas in Ohio and Kentucb. I t s  commercial power 
and international businesses operate diverse power generation assets in North America and Latin America, including a growing 
renewable enerQ portfolio. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company tnded on the New York 
Stock Exchange under the q-mbol DUK. 



Duke 

Steven K. Young 
Senior Vice President and Controller 

SteLe Young is .senior \ ice president and  controller for Duke Energj He is responsible for planning and directing the 
accounting affaiE of the cornpan\, including preparation of financial statements and accounting and regulaton reports. 

Young joined Duke Poitcr in 1980 as a financial assistant. ARer a series of proniotions uitliin the controller’s department, 
he was ndmed manager ofbulk poner agreements in slstem planning and operating in 1991, and manager of the rate 

department in 1993. Young was appointed t ice president of rates and re,yulaton affairs in April 1998, u here he [*as responsible for 
Duke Power’s regulatov strategies and policies in rate, financial and accounting matters. H e w s  also accountable for the company’s 
interaction with the utilit~es commissions of North Carolina and South Carolina and the Federal Energy Regulatop Commission. He 
was named senior vice president and chief financial offirer for Duke Power in February 2003 and group \ice president and chief 
financial officer in bfarch 2004. He \\;as named Lice president and controller in June 2005. Young was named to his current position 
in December 2006. 

A native of Denver, Colo., Young earned a Barhelor of Arts degree in business administration from the University of North Carolina 
at Chapel Hill. 

Young is a certified public accountant and a certified managerial accountant in North Carolina. He is a member of the American 
Institute of Certified Public Accountants, Institute of Managerial Accountants and National Association of Accountants He is a 
member of the Eklkon Electric Institute Accounting Executive Advisory Committee, Southeastern Electric Exchange Accounting and 
Finance Section, and Financial Executive Institute’s Committee on Corporate Reporting. He is also a board member of CJoodwill 
Industries of the Southern Piedmont. 

Young was born in 1958. He and his wife, Lilly, have a daughter and a son. 

Duke Energy, one of the largest power companies in the United States, supplies and delivers electricity to approximately 4 million 
customers in the Carolinas and the Midwest. The mrnpnny also distributes natural gas in Ohio and Kentucky.. I t s  commercial power 
and international businesses operate diverse power generation assets in North America and Latin America, including a growing 
renercable energy portfolio. Headquartered in Charlotte, N.C , Duke Energy is a Fortune 500 company traded on the New York 
Stock Exchange under the symbol DUK. 

May 3,2011 





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: April 28,201 1 

STA FF-DR-0 1-0 15 

RFQLIEST: 

n 
l \ L  b 

1P c I l r l  - " Y -... :I 3 from c 
Duke Kentucky is willing to continue to abide by each of these merger commitments as 
part of the proposed transaction In the Asreed Stipulation approved by the Commission 
in Case No 200500228, these specific cornmitinents were made by all of the applicants 
in that case, not just the utility subject to this Commission's jurisdictions ' For each of 
the three merger commitments, explain why the commitment is now being made solely 
by Duke Kentucky or whether each of the Joint Applicants joins in each commitment 

RESPONSE: 

Joint Applicants Join in each commitment 

PERSON RESPONSIBLE: Julie S Janson 

-~ 
I Case No 2005-0028 Joint 4pplication of Dukc Eiicrg? Corporation Dukc EiicrgA Holdins Corp Decr 
Acqmsition Corp Cougar Acquisiuon Corp Cinerg) C o ~ p  The Cincinnati Gas and Elcctnc Coinpan\ 
iind Tlic Union Light Hcnt and Poncr Cornpain for Appro\ ;II of an .4cquisition itlld Trmsfcr of Control 
(K\  PSC Ma\ 7 2U06) 





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: lpri l  28, 201 1 

STA F F-D R-0 1 -0 1 6 

R F (2 U E ST: 

-- lcefer to page 45, iines i o  -JJ  '+  0 1  "-y EA-: 
suggest that merger commitment 12 from case No 200.5-00228 should be continued but 
only for the first six years following completion of the merger 

RESPONSE: 

A suggested time limitation was intended so that the audits would not continue into 
perpetuity The suggested six year time period was considered reasonable in that the time 
period would provide for three complete audits that w-ill likely encompass the period 
before, during, and after integration of the Duke and Progress service companies The 
current service company audit commitment has proven to be significantly time 
consuming and costly Duke Energy Kentucky has been able to combine its own audit 
with similar audits of its affiliated utility in Indiana to better manage costs and resources 
in this instance, the audit committed to for Kentucky will likely be a stand-alone audit in 
that it would not be combined with similar audits in the other Midwest .jurisdictions 

PERSON RESPONSIBLE: Julie S Janson 

1 





Duke Energy Kerttucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: qpril 28.201 1 

STA FF-DR-0 1-01 7 

K d e r  i o  page 47, i i m b  i - i  uf tfrefamtm T ~ a i h y  T-I c;f C- !I? 
from Case No 2005-00228 states that Duke Kentucky is willing to continue to abide by 
this merger commitment as part of the proposed transaction In the Agreed Stipulation 
approved by the Commission i n  Case No 2005-00228, this commitment was made by all 
of the applicants in that case, not just the utility subject to this Commission’s jurisdiction 
Expiain why this commitment is now being made solely by Duke Kentucky or whether 
cadi of the  Joint Applicants joins in this commitment 

_I_- 

RE § PONSE : 

The Commitment pertains to the implementation of best practices at Duke Energy 
Kentucky and Duke Energy Kentucky is committing to update the Commission regarding 
the implementation of best practices Joint Applicants join in this commitment 

PERSON RESPONSIBLE: Julie S Janson 

1 





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: April 28,201 1 

STAFF-DR-0 1-01 8 

REQUEST: 

3 -4- 
-7  "I 

h 

discusses merger commitment 23 from Case No 200.5-00228 and states that Duke 
Kentucky is willing to continue to abide by this merger commitment as part of the 
proposed transaction 

a In the Agreed Stipulation approved by the Cornmission in Case No 2005-00228, 
this commitment was made by all of the applicants in that case, not just the utility 
subject to this Commission jurisdiction Explain why this comniitment is now 
being made solely by Duke Kentucky or whether each of the Joint Applicants 
joins in this commitment 

b This conimitment references Duke Kentucky's quarterly filings with the Cornmission 
The quarterly filings, which the Commission Ordered in Case No 2001-00092,3 
require that Duke Kentucky file separate gas and electric balance sheets and income 
statements Since the time of Case No 2001-00092. the Commission has found it 
useful to receive monthly financial statement from other major utilities subject to its 
jurisdiction Explain whether Duke Kentucky is willing to file with the Commission 
separate gas and electric incomc statements and a combined gas and electric balance 
sheet for each ofthe eight months that it does not make quarterly filings 

RESPONSE: 

a The referenced commitment applies to Duke Enerzy Kentucky and its continued 
filing with the Commission of schedules related to the Company's capital structure 
arid capital contributions Joint Applicants join in this commitment 

' Casc No 2001-00092. Adjustment 0 1  Gas R,ites of The Union Light. Heat aiid Pouer Coinp;m (K! 
PSC Ivlardi l i  2002) 

1 



b Duke Energy Kentucky agrees to file with the Commission separate gas and electric 
income statements and a combined gas and electric balance sheet for each of the eight 
months it does not make quarterly filings 

PERSON RESPONSIBLE. a -Julie S .Janson 
b - Danny Wiles 





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: April 28.201 1 

STAFF-DR-01-019 

RF‘QUEST: 

i T  c\f M m P r  
J 

commitment 31 from Case No 200500228 states that Duke Kentucky is willing to 
continue to abide by this merger commitment as part of the proposed transaction In the 
Agreed Stipulation approved by the Commission in Case No 2005-00228, this 
commitment was made by all o f  the applicants in that case, not just the utility subject to 
this Commission’s jiirisdiction Explain why this commitment is now being made solely 
by Duke Kentucky or whether each of the Joint Applicants joins in this commitment 

S PONSE : 

‘The referenced commitment applies to Duke Energy Kentucky and its commitment to file 
a notice and analysis with the Commisison o f  any changes or implications for Duke 
Energy Kentucky’s customers of a utility merger exempted under KRS 278 020(5) and 
(6) Joint Applicants join in this Commitment 

ERSON RESPONSIBLE: Julie S Janson 

1 





Duke Energy Kentucky 
Case No. 201 1-124 

Staff First Set Data Requests 
Date Received: April 28, 201 1 

STAFF-DR-01-020 

WQUEST: 
- r, ,-? r ,, T -- Kerer to page 71 , IlIleS 13-L3 VI tl-- sf -r 3 

commitment 36 from Case No 2005-00228 states that Duke Kentucky is willing to 
continue to abide by this merger commitment. which relates to filing annual reports with 
the Commission, as part of the proposed transaction In the A4greed Stipulation approved 
by the Commission in Case No 2005-0028. this commitment was made by all of the 
applicants in that case, not just the utility subject to  this Commission’s jurisdiction, and 
the applicants agreed that Duke Energy, Cinergy and Duke Ohio (then The Cincinnati 
Gas and Electric Company) would file copies of their reports with the Commission 
Explain why this commitment is now being made solely by Duke Kentucky and involves 
filing only Duke Kentucky’s annual report with the Commission 

RESPONSE : 

The Joint Applicants join in this commitment, and each one agrees to file the annual 
reports described in Commitment 36 from Case No 2005-00228 for Duke Energy Corp , 
Cinergy Corp ~ and for Duke Energy Ohio (fka - CG&E) along with the annual reporting 
requirements for DiJkc Encrgp Kentucky 

PERSON RESPONSIBLE: Julie S .Janson 

1 





Duke Energy Kenlucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requesis 
Date Received: April 28.  201 1 

STAFF-DR-0 1-02 1 

??QUEST: 

-- 

discusses merger commitment 45 from Case No ZOOS-00228 The testimony states that 
this commitment is out of date and should be eliminated The commitment concerns 
Commission approval of ‘.at-cost” pricing for the Utility Service Agreement, Service 
Agreements and Operating Companies Services Agreement The testimony states that 
the comniitment related to the effect of such approval “[oln any subsequent rulemaking 
by FkRC following repeal of the Public Utility Holding Companv Act of 1935 and the 
enactment of the Energy Policy Act of 2005 ” However, as set forth in the Agreed 
Stipulation approved by the Commission in Case No 2005-00228, the commitment states 
that Cornmission approval of the previously identified “at-cost” pricing “[dloes not 
preclude the Commission from asserting any pricing methodology at the FEKC, if 
applicable, after the finalization of the reporting requirements in RMO5-32-000 (Repeal 
of the Public Utility Holding Company Act of 1935 and Enactment of the Energy Policy 
Act of 2005 - Notice of Proposed Rulemaking” Explain in detail why Duke Kentucky 
considers this commitment to now be out of date 

W, S PON SE : 

The Company believes the commitment is out of date because the Public Utility Holding 
Company Act has been repealed and the enactment of the Energy Policy Act of 200.5- 
Notice of Proposed Rulemaking has concluded The Company does not presume to 
preclude the Commission From asserting any pricing methodology in a future proceeding 
at FERC In any event, the Company commits to follow Kentucky law with respect to the 
pricing for i nter-company transactions not otherwise covered by Commission-approved 
service agreements 

PERSON RESPONSIBLE: Julie S Janson 

1 





Duke Energy Kentucky 
Case No. 201 1-124 

Staff First Set Data Requests 
Date Received: April 28.201 1 

STAFF-DR-01-022 

REQUFST: 

T.. /“Mn Toct*,;’) 
J‘ \ w... J I  

which indicates that Duke Kentucky is not expected to realize any significant tangible savings as 
a result of the merger, but that Duke Energy will incur costs as a result of this merger R4r 
Wathen states that the merger savings during the first few years will arise from the ability to 
jointly dispatch generation and from fuel purchasing economies by the operating companies 
located in the Carolinas 

a Provide a detailed description of what makes the proposed merger different from the 
Duke Energy - Cinergy Corp merger as to merger savings 

b Mr Wathen states that costs incurred by Duke Energy to achieve the proposed merger 
will be allocated among its subsidiaries, including Duke Kentucky, but will not be 
included in any test pear for recovery in electric or gas rates by Duke Kentucky Explain 
how will these costs be allocated to Duke Kentucky and Duke Energy’s other 
subsi di an es 

c Explain whether Duke Kentucky is expected to realire any fuel purchasing economies in 
the future as a result of tlie proposed merger. 

RESPONSE: 

a Primary differences include the fact that Duke and Progress have contiguous operations 
which will facilitate fuel and dispatch savings for customers in the Carolinas Duke 
Energy did achieve savings in administrative functions of the company over time in tlie 
Duke-Cinergy merger and expect to do the same with this merger As savings are 
achieved net of cost-to-achieve and subject to rate tilings and allocations, benefits would 
flow to customers over time 

b For clarif>cation, Mr Wathen’s direct testimony on this issue was amended pursuant to a 
tiling made on April 29, 201 1 Costs to achieve will be allocated to each subsidiary using 
the guidelines established i n  the service company agreements The relative allocation of 

1 



costs to achieve to each subsidiary will depend on the nature of the cost being allocated 
and the bases for allocations used in the senrice company agreements 

c See response to AG-DR-01-030 

PEliaSON RESPONSIBLE: a) AK Mullinax b)-c)Williani L)on Wathen 





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: April 28.201 1 

STAFF-DR-01-02.3 

QUEST: 
. Keter to page 

achieve savings by having “[s]”teady access to capital markets ” 
or watnenTmtmiorl Y 2  w 

a Explain why Duke Kentucky believes that such access to capital markets will be a 
benefit 

b Provide the current debt/equity for Duke Kentucky 

c Provide the current debt/equity ratio for Duke Energy 

RESPONSE: 

a See direct Testimony of Stephen G De May at pages 6 and 8-9 discussing 
benefits of Duke Energy Kentucky achieving its financial objectives and the impact of 
the merger on Duke Energy Kentucky’s ability to meet its financial objectives, 
respectively 

b As stated on page 9 of the Direct Testimony of Stephen G De May, Duke Energy 
Kentucky’s 12/31/2010 capitalization was comprised of 43% debt and 57% common 
equity Duke Energy Kentucky’s debtiequity ratio was 75% 

C 

Duke Energy’s debtlequity ratio was 82% 
As of 12/.31/2010, Duke Energy’s capitalization was 45% debt and 5 5 %  equity 

PERSON RESPONSIBLE: Stephen G De May 

1 





Duke Energy Kentucky 
Case No. 2011-124 

Staff First Set Data Requests 
Date Received: April 28,2011 

STAFF-DR-01-024 

REQUEST: 

Refer to page 15 of Wathen Testimony which discusses that Internal Revenue Code 482 

LLC to be adjusted by the market value of those costs. 
Energy Business Services, _I 

a. Describe what determines market value of these costs. 

b. Explain whether the market value of costs can be different by geographic area 
within the Duke Energy footprint. 

c. Explain Iiow, for ratemaking purposes, services provided to Duke Kentucky at 
market value are reflected as being rendered to Duke Kentucky at cost. 

RESPONSE: 

a. Market value for purposes of IRC section 482 is determined by the price that a 
willing buyer would negotiate and with willing seller in an arm’s length 
transaction in which neither party controls the other party. In general, market 
value for services would be based upon cost plus a markup to reflect a profit 
element. Treasury regulation section 1.482- 1 (a) explains the arm’s length 
standard, which reflects market value, as follows: 

“In determining the true taxable income of a controlled taxpayer, the standard to 
be applied in every case is that of a taxpayer dealing at arm’s length with an 
uncontrolled taxpayer. A controlled transaction meets the arm’s length standard if 
the results of the transaction are consistent with the results that would have been 
realized if uncontrolled taxpayers had engaged in the same transaction under the 
same circumstances (arm’s length result).” 

b. The market value of services within different geographic regions in Duke Energy 
service areas may be different, since market value in different geographic areas 
may be based upon a different mix of costs and reflect different markups for profit 
earned on costs. However, the components of market value would be the same in 
different geographical areas, i.e, they would be based upon costs plus a mark-up 

I 



to reflect profit. In the case of DEBS service agreement with Duke Energy 
Kentucky and other regulated utilities, DEBS charges companies for the services 
it provides and for assets used in connection with the services provided. For 
services, DEBS has agreed to limit the amount it charges companies to its costs of 
providing the services, without any markup. For assets used or provided in 
connection with DEBS services, the cost of capital is also charged based upon the 
rate of recovery allowed within each service territory. DEBS charges for services 
based upon its costs for employees who provide services to Duke Energy 
Kentucky. While the DEBS employees who perform services for Duke Energy 
K.entucky may differ from the group of DEBS employees who perform services 
for other companies it serves, the approach DEBS uses for determining costs is 
the same. 

-___ 

c. As explained above, services provided by DEBS to Duke Energy Kentucky are 
provided at cost, and not at the market value rate that such services are likely to 
be provided at in a transaction between uncontrolled entities or taxpayers. DEBS 
assets used in connection with providing those services include the cost of capital 
that is based upon Duke Energy Kentucky’s permitted rate of recovery. 

PERSON RESPONSIBLE: William Don Wathen Jr. 
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Duke Energy Kentucky 
Case No. 2011-121 

Staff First Set Data Requests 
Date Received: April 28.201 I 

STAFF-DR-01-026 

RF'QUEST: 

Identify by name- title- and dates of service, each person who served as an officer of each 
of the following entities from the date the Duke Energy i Cinergy merger was 
consummated to December 31,  2010 Duke Energy, Cinergy, Duke Ohio and Duke 
Kentucky 

RESPONSE: 

See Staff-DK-01-4l26 Attachment 

PERSON RESPONSIBLE: James E Rogers 
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DUKE ENERGY KENTUCKY, INC. OFFICERS (4-0.3-2006 to 12-31-2010) 

Appointed Entity Date First Elected Date R e s i u  

Vice President. Business 
Adarns. Susie C. support 
Beach. Richard G Assistant Secretary 
Butler. Keith Gerard Senior Vice President. Tau 

5/7/2008 
I /j:2007 

3; 142007 

Senior Vice President. 

Caldwell, Myron Lawing Analysis I2/7/L009 
nrt 

Vice President, Assct 
Campbell, Russell K. Management 
Canick, M. Allen Assisrant Treasurer 
Council, Donna T. Assistant Treasurer 
Daji, Swati V. Chief Risk Officer 
De May, Stephen Gerard Treasurer 
De May, Stephen Gerard Senior Vice President 

Finnigan, John J. 
Vicc President, Government 
and Regulatory Affairs 

Vice President, Federal 
Gainer, James B. Regulatory Policy 
G hartey-Tagoe. Kodwo Assistant Secretary 
Ghartey-Tagoe, Kodwo Vice President. L.egal 
Good, L,ynn J 
Harrington: Sue Cochran Assistant Secretary 

Chief Financial Officer 

Senior Vice President, 
Construction and Major 

t-laviland, Richard W. Projects 

313 li2010 
31 142007 

121 1612006 
7/30/20 I O  

I I / IS12007 
3/ 112009 

I I / I  Oi2008 

311 412007 
I I /  I012008 
1 I / I  012008 
1129120 I O  
6/29/2007 

21 I712008 
Jamil, Dhiaa M. Chief Generation Officer 7/27/2009 

il. D 
Janson, Julia S. President 
Lucas i l l ,  Robert Theodore 
Malrz, David S Vice President 

Assistant Secretary 
I21 112008 
4/3/2006 

i ?!I /lo08 
blaltz. David S Corporate Secretary I 2/ ll2008 

Manes, Gianna M 
Manes. Gianna M. 
Manly. Marc E. Group Esecutive 
Manly. Marc E.  

biehring. lames E Operations 

Senior Vice President 
Chief Customer Officer 

Chief L.egal Officer 

Vice President. Gas 
6: 1/20 IO  
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hlohler. David N. 

Mohler. David W 

Monday. Karen 11" 
Mullinax. A R 
Mullinax. A. R 

Chief Technology Officer 
Senior Vice President 

Vice President. Foundation 
and Business Management 
Chief Information Officer 
Senior Vice President 

Senior Vice President, 
Strategy, Wholesale 
Customers and Commodities 

Newton, Paul Robert & Rnalytics 

3 :  I J''O07 

7.30 1010 

I2/7i2009 
1 i :  

__. 

O'Coiinor, C James Resources 4i3i2006 

Vice President and Project 
Director, Enterprise Asset 

Peeler, V. Nelson Management Initiative 
Reising, Ronald R. Chief Procurement Officer 
Reising, Ronald R Senior Vice President 

6/29/2007 

31 I4i2007 
I I I /ZOO9 

Ringel, Robert J .  Assistant Corponte Secretary I21 I Oi2008 

Roebel, John J. 
Rogers, James E 

Stanley, Jim L. 

Svrcek, Mark A 

Senior Vice President, 
Generation Support 
Chief Executive Ofjicer 

Senior Vice President, Power 
De I i very 

Vice President, Business 
Development and Origination 

12/7/2009 
31 I4/2007 

5 /3  I /20 I 0 

3/14/2007 

Senior Vice President, Federal 
Government and Regulatory 

Tyndall, William F Affairs 4/27/2009 

Chief Huniari Resources 
Weber, Jennifer L Officer I1/10/2008 

Wiles, James D Vice President. Accounting 6/  I612008 

Young, Steven Keith Controller 3 i  14l2007 

Young, Steven Keith Senior Vice President 31 142007 

Group Executive & Chief 
Operating Officer, US 
Franchised Electric & Gas 

Group Vice President and 
Chief rinancial Officer 

O'Connor Thomas C 

Cnldwell Mlron Lawrng 
lacohs DLvight L Controller 
Good Lmn J Vice President 

-ti312006 I O i  I512006 

41'3l2006 3 I I 4 2  007 
l i312006 3 11 42007 
4/3/2006 Yl4'2007 



J 312006 
J 7 '1006 

Good. L > n n  J Treasurer 
Jacobs. Dwight L Vice President 

Group Vice President, General 
Counsel & Serretary. US 

Newton. Paul Robert Franchised Electric SC Gas -113 2006 3'1 117007 

Group Vice President - 
Engineering SC Technical 

Roe bel. John J Services -1l3/1006 &'I &2007 

Group Vice President - 
.__- D 

Mc Collum, Jr., William Ralph 
1 

Generation 4/3/2006 3/14/2007 

General Manager, Cash 
Management and Assistant 
Treasurer Council. Donna T 4/3/2006 3/14/2007 

Gencral Manager, Financing 
and Assistant Treasurer 

Group Vice President, Power 
Delivery 

Group Executive & Chief 
Commercial Officer, IJS 
Franchised Electric & Gas 
Group Executive 

Chief Regulated Generation 
Officer 

Chief Strategy and Policy 
OGcer 

Vice President, Performance 
support 
Chief Development Officer 
Senior Vice President 
Se 
Treasurer 
Assistant Treasurer 
Group Ekecutive 
ChiefNuclear Otficer 

4/3/2006 3; 14/200 7 De May, Stephen Gerard 

Holeman, Theopolis 4/3/2006 3 i  l4i2007 

Turner, James L 
Mc Collum, Jr., William Ralph 

4/3/2006 
3/ I4/2007 

Mc Collum, Jr., William Ralph 311 412007 3/30/2007 

Trent. 8. Keith 3/ I412007 6/29i2007 

3/14/2007 
31 14/2007 
3/ 14/2007 
3/ I472flO7 
4/3/2006 
4/3/2006 

31 I4/7007 

31 I4/2007 

6/29/2007 
713 I/2007 
713 112007 

1 I l l  512007 
I I /  1 5/2007 
I I /  15'2007 
21 1 717008 
111 712008 

Riggs, Caryn J 
Barry, Paul Herbert 
Barry, Paul Herbert 

Good, Lynn J 
De May, Stephen Gerard 
Baron, Jr . Henry Brewerton 
Barron. Jr , Henry Brewerton 

Vice President: Government 
and Regulatory Affairs 

Vice President. FE&G 

Celona, David L 

Jacobs. Dwight L Accounting 4'1 ji7007 6)16!2005 
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Wiesrn. F Wakne 
Wiesen, f: Wayne Assistant Secretary 

Senior Vice President Legal 

Arnold. Todd 1V 
Senior Vice President. 
Customer Service 

L‘IJ 1007 8 12’1005 
31 1 -11200 7 81 I22008 

Vice President. Regulator? 
Pashos, Kay E Strategy 31 IJ/1007 1018iZOO8 
Maltz. David S Assistant Secretary 4132006 1211/7008 

31 1-1/7007 11: I i2008 Janson, Julia S 
Janson, Julia S Corporate Secretary 31 If:Z007 I 21 1 i2008 

Carter, Brett C Service 81 I 312008 I21812008 

Senior Vice President 

- . .  - vice rremetx,  c u s c ~ i i i ~ ~  

Carter, Brett C. 
Vice President, Customer 
Origination and Retention 

Senior Vice President, Power 
I-loleman, Theopolis Delivery 

Newton. Paul Robert 
Newton, Paul Robert Assistant Secretary 
Meyrr, Sundra Palmer President 
Holeman, Theopolis Senior Vice President 
Reising, Ronald R. Vice President 
De May. Stephen Gerard Vice President 

Senior Vice President, Legal 

Rolfe, Christopher Clay 
Rolk, Christopher Clay Group Executive 
Smith, Paul G. 
Hauser, David Lee Group Executive 

Chief Administrative Officer 

Vice President, Rates 

31 1412007 I2I8i2008 

3/14/2007 1 21 1 Oi2008 

311 412007 121 1 OIL008 

3/ 1412007 1 21 1 0/200& 
4/3/2006 1 21 10/2008 

1213 I /ZOO8 
31 14l2007 I I1 t2009 

3/ 1 I2009 

I2/ I oi2008 

I I I I .5/2007 

311 42007 SI3 I I2009 

31 I412007 SI3 I/2009 

5/7/2008 6/1/2009 

31 I .t/2007 71 112009 

Chief Strategy. Policy and 
Trent, B. Keith Regulatory Officer 6/29/2007 7/1/2009 

Trent, J3 Keith Group Executive 3 1 i 4/2007 71 I 12009 
Hauser, David Lee Chief Financial Officer 3/14/2007 71 I I2009 
- I  - 

Vice President, Business 
Relations and Development 

Senior Vice President, 
Engineering and Technical 

Wood, J r  , Bany W 

Roebel, John J Services 

Senior Vice President. Rates 
and Regulatory Accounting 

Senior Vice President. Retail 

Cald\tell. Myron Lawing 

Manes. Gianna hl Customer Services 

3! 14/2007 8i I12009 

3/l4/1007 12/6/2009 

I:! 612009 

I 2,62009 



Senior Vice President, 
Vvholesale Customers and 
Regulated Commodip 

Nev ton. Paul Robert Management 1 A‘ IOi2008 12/6/2009 

1/19/20 I O  Young Sieven Keith Chiet Financial Officer 7: I ;7009 

Senior Vice President. Smart 
Arnold, Todd LL’ Grid and Customer Systems 8/ I 32008  Il3li2010 

Vice President. Call Center 
Eiser. Lawrence G Operations 31 IJi2007 313 I iZ0 I O  

,.I_ L L  

Management 3 1 4iLOOl  31; 1/2010 Snead. Ronald C 

Manes. Gianna M. 

Walker, Patricia K 

Henry, Robert S. 

Meyer. Sandra Palmer 

Mehr ing, .James E. 

Roche, Carhy Sleele 
Roche. Cathy Steele 
Mohlei. David W 
De May, Stephen Gerard 

Schultz. Theodore Edward 

Esamann, Douglas E 

Turner, James L. 
Love. Sherwootf Lee 

Senior Vice President. Retail 
Customer Products and 
Services I2lli2009 51 I 61’20 I O  

Senior Vice President, Gas 
Operations 

Vice President, System 
Operations 

31 I412007 3 3  li2010 

3/ I4/2007 513 1/20 I0 

Senior Vice President, Power 
Delivery I21 I0/2008 513 1/20 I 0 

Vice President, Field 
Operations 31 I4/2001 61 1 /20 I O  

7/1/20 10 Chief Communications Ofticer 31 I4/2007 
Senior Vice President 3/14/2001 71 1/20 I O  
Vice President 3/14/2007 7/30/20 IO 
Chief Risk Officer -3 / I  I2009 7/30/2010 

Vice President. Energy 
E f tk  icncy 6/29/2001 813 1/2010 

Senior Vice President. 
Strategy and Planning 6/29/2001 I l/19/2010 

Chief Operating Officer 6/29/2007 1213 1/20 I0 
E ‘ s  3DDO 12/31/20 t 0- 

Assistant Treasurer 31 I4/2001 1213 1/20 I O  
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DUKE ENERGY 01110, INC. OFFICERS (4-03-2006 TO 12-.31-2010) 

Apnointed Entity 

Atfams. Susie C. 
Beach, Richard G .  
Butler, Keith Gerard 

Tvpe 

Vice President. Business 
support 
Assistant Secretary 
Senior Vice President, Tax 

Date First Elected Date Resigned 

5/7;2008 
4Gi2006 

31 142007 

Senior Vice President, 
Financial Planning and 

___- 

Caldwell. Myron Laving Analysis 12!7/2009 

Campbell, Russell K. 
Vice President. Asset 
Management 313 I i20 I O  

Carrick. M. Allen Assistant Treasurer 3f I42007 
Council, Donna T Assistan1 Treasurer 
Daji, Swati V. Chief Risk Officer 
De May. Stephen Gerard Treasurer 
De May. Stephen Gerard Senior Vice President 

13 I6i2006 
7/3Oil?O I O  

I l l lSi2007 

3/ 1 i2009 

Finnigan, John .J 

Gainer, James B 

Vice President, Government 
and Regulatory Affairs I 111 Oi2008 

Vice President, Federal 
Regulatory Policy 

Ghartey-Tagoe, Kodwo Assistant Secretary 
G hartey-Tagoe, Kodwo 
Good, Lynn J 

Harrcll, Richard D Operations 
Harrington, Sue Cochran Assistant Secretary 

Vice President. Legal 
Chief Financial Officer 

Vice President, Field 

3/14/2007 
I I / I  0/2005 
11/10/2008 

1/29/20 I O  

6/ l iZ0 I O  
6i29/2001 

Senior Vice President, 
Construction and Major- 
Projects 2/ I 7i.2008 

Hofmann, Michael L 
lamil. Dhiaa M 

Jamil, Dhiaa M 
Janson. Julia S. 

L.ucas 111. Robcrt Theodore 
blaltz. David S 
Maltz. David S 
Manes. Gianna hl 

Vice President, Generation 
Operations Non-Regulated 
Chief Generation Officer 
Group Esccutive 
President 
Assistant Secretary 
Vice President 
Corporate Secretary 
Senior Vice President 

6/4/2008 
712 l/?OO9 
7/27/2009 
I 3/ I /LOO8 
4/3/2006 

12: I/?008 
l21~1008 
511 6/’010 



Manes. Gianna ?VI 

Manly. Marc E 
Manly hlarc r 

Vehr ing. James E 
Mohler, David W 
Vlohler. David W 

Chief Customer Ofticcr 
Group Executive 
Chief L.egal Officer 

Vice President. Gas 
Operations 
Chief Technology Officer 
Senior Vice President 

6: 1/20 I O  

3/ I W7007 

7/3O/20 IO 

Vice President, Foundation 
Monday, Karen R and Business Management 2:1/20 I O  

Mullinax. A R. Chief Information Officer 3/14/2007 
31 I4/2007 

Senior Vice President. 
Strategy, Wholesale 
Customers and Commodities 

Newton. Paul Robert & Analytics 12i7/2009 

O'Connor, C. James 

Peeler; V. Nelson 
Reising, Ronald R. 
Keising, Ronald R 

Vice President, Human 
Resources 

Vice Presidenr and Project 
Director, Enterprise Asset 
Management Initiative 
Chief Procurement Officer 
Senior Vice President 

.11'3/2006 

6/29/2007 
3/  1412007 
I i i /2009 

Ringel, Robert J .  Assistant Corporate Secretary 12/10/2008 

Roebel, John J. 
Rogers, James E 

Stanley. Jim L 

Tyndall. William F 

Senior Vice President, 
Generation Support 
Chief Executive Officer 

12/7/2009 
311 4/2001 

Senior Vice President, Power 
Delivery 513 I 120 I0 

Senior Vice President. Federal 
Government and Regulatory 
Affairs 4i27l2009 

Weber. Jennifer I Officer f 1!10/2008 
Weber, Jennifer L I I / I Ol2008 Senior Vice President 

Whitlock. Charles R 
Wiles. James D 
Young, Steven Keith 
Young. Steven Keith 
Mitchell. Lon C 
Bar13 Paul Herbert 

President, Commercial Asset 
Management and Operations 
Vice President, Accounting 
Controller 
Senior Vice President 
Vice President 
Vice President 

1 i I / Z O I  0 
6'1 612008 
31412007 
3 I4I7007 

4:3!2006 I 011 37006 
-1i3/2006 I O/ I 5:2006 
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O'Connor. Thomas C Director 

Group Eyecutive 8: Chief 
Operating Officer. US 
Franchised Electric 8: Gas O'Connor. Thomas C 

J '32006 

4 '33006 

Newton. Paul Robcrt 

10/15Q006 

IO! I SQ006 

Group Vice President. 
General Counsel & Secretary. 
US Franchised Electric Br Gas 4/3/2006 3 /  I412007 

Group \/ice President - 
Engineering & Technical 

n 
I\ CPr\LiCPC 4/3/2006 31 1412007 __ 

Council, Donna T. 

De May, Stephen Gerard 

Holeman, Theopolis 

Davis, Curtis Henry 

Turner, .lames L .  
blc Collum, Jr , William Ralph 
Meyer, Sandra Palmer 

Caldwell, Myron Laawing 
lacobs, Dwight L. 
Jacobs, Dwight L. 
Wiesen, F Wayne 
Good, Lynn J 

O'Connor, Thomas C 
Mc Collum, J r  , William Ralph 
Mc Collum. Jr , W illiam Ralph 

Mc Collum, Jr., William Ralph 

Trent. B. Keith 

Peeler. V Nelson 
Bary. Paul Herbert 

General Manager, Cash 
Management and Assistant 
Treasurer 

General Manager, Financing 
and Assistant Treasurer 

Group Vice President, Power 
Delivery 

Vice President - Commercial 
Generat ion 

Group Executive & Chief 
Commercial Officer, US 
Franchised Electric & Gas 
Di rcc tor 
Director 

Group Vice President and 
Chief Financial Officer 
Controller 
Vice President 
Vice President 
Vice President 

4/3/2006 

4/3/2006 

4/3/2006 

3/3/2006 

4/3/2006 
1 01 1 SI2006 

4/3/2006 

4/3/2006 
4/3/2006 
4/3/2006 
4/3/2006 
4/3/2006 

Vice President IO/ 15/2006 
Vice President IO/ I5/2006 
Group Ekecurive 31 I412007 

Chief Regulated Generation 
Officer 3f l4/7007 

Chief Strareg) and Policy 
Officer 31 I WOO7 

Vice President. Perforniance 
support 3; I4/7007 
Chief Developinent Ofticer 3/14/7007 

3/14!200? 

3/14/2007 

3!14/2007 

3/14/2007 

.Y I4I2007 
31 1412007 
31 I4/2007 

3: 14/2007 
31 I dl2007 
3/l4/2007 
3/ 14/2007 
3/14/2007 
j/lSl2007 ' 

3: I4/2007 
3: 142007 
3/30!2007 

3f30!2007 

6i29iZ007 

629/200? 
7'3 1/1007 



Ban?. Paul Herbert 
Good. L ) n n  J 
De May. Stephen Gerard 
Good. Ljnn J. Treasurer 
Barron. Jr , Henry Brewerton 
Barron. lr , Henry Brewerton 

Senior Vice President 
’jcnior Vice President 
Ass is t an t Treasurer 

Chief Nuclear Officer 
Group Ekecutive 

Davis, Curtis Henv 

Senior Vice President. 
Midwest Generation 
Operations 31 1412007 2/29/1008 

L+ ~- \ I : - , -  , 
Cclona, David L and Regulatory Affairs 31 I-li2007 3/ 142008 

.lacobs, Dwight L. 

Wiesen, F. Wayne 
Wiesen, F. Wayne 

Arnold, Todd W 

Pashos, Kay E 
Maltz, David S. 
Jaiison, Julia S. 
lanson, Julia S. 

Carter, Brett I: 

Holeman, Theopolis 

Vice President, FE&C 
Accounting 4/ 1312007 61 1612008 

Senior Vice President, L.egal 3/14/2007 8/12/2008 
Assistant Secretary 4/3/1006 X/ I 212008 

Senior Vice President, 
Customer Service 

Vice President, Regulatory 
Strategy 
Assistant Secretary 
Senior Vice President 
Corporate Secretary 

Vice President, Customer 
Service 

31 14/2001 8/ I3/2008 

31 I4I2007 10/8/2008 
4/3/2006 I2/ 1 12008 

31 I4/2007 12/1/2008 
3f 14/2007 I 2/ 112008 

81 1m008 12/8/2008 

Senior Vice President, Power 
Delivery 3/ 14l2007 12/ I Oi2008 

Newton, Paul Robert Senior Vice President, Legal 3 11 4/2001 l2/ I0/2008 
Newton, Paul Robert Assistant Secretary 3/14/2001 I2/ I Oi2008 

ivleyer, Sandra Palmer President 4/3/2006 1 1  10/2008 

Senior Vice President, 
Wholesale Custoiners and 
Regulated Cominodity 
Management 
Senior Vice President 
Vice President 
Vice President 

Newton, Pad  Robert 
Holeman, rheopolis 
Reising. Ronald R 
De May, Stephen Gerard 

12: I 0/200 8 

12: I Of2008 
121 I0/2008 
I 213 1/2008 

31’ I4!2007 1/1/2009 

11/15!2007 3! 1/2009 

Rolfe, Christopher Clay 
Rolfe. Christopher Clay 
Smith. Paul G 

Chief Adininistrative Officer 
Group Executive 
Vice President. Rates 



Trent. B Keith 
I-lauser. David L.ee 
lrent. B. Keith 
i-iauser, David L.ee 

tlnuser.. Dab id L.ee 

Wood, lr . Harry W 

Chief Strategy. Polic) and 
Regulatory Oifrcer 
Group Executive 
Group Executibe 
Director 
Chief Financial Officer 

6t29 '2007 7' I 2009 
3 i  I4200 7 71 I 12009 
3/14/2007 7/1/7009 
2 i  I 4!2007 7' I2009 
3/14!2007 711 Q009 

Vice President. Business 
Relations and Development 31 14/2007 8/ I !lo09 

Senior Vice President, 

Whitlock, Charles R. Management 3 i  I4/2007 IL/6/2009 

Rorbcl. John J 

C'aldweli, Myron Lawing 

Manes, Gianna M 

Grigsby, Phillip C 

Whitlock, Charles R. 
Young, Steven Keith 
Manly, Marc E. 

Senior Vice President, 
Engineering and Technical 
Services 31 1412007 I216/2009 

Senior Vice President, Rates 
and Regulatory Accounting 

Senior Vice President, Retail 
Customer Services 

Senior Vice President, 
Midwest Generation Portfolio 

Senior Vice President, 
Commercial .4sset 
Management and Midwest 
Generation 
Chief Financial Officer 
Director 

31 1 4i200 7 

I2/8/2008 

314i2008 

I2/6/2009 

IL/6/2009 

121712009 

12lli2009 I1 11201 0 
7/1/2009 1/29/20 I O  
711 I2009 II29l20 I O  

Senior Vice President, Smart 
Arnold. Todd W Grid and Customer Systems 81 I312008 113 1/20 I O  



ADpointed Entity 

Beach. Richard G 
Bowman. Roberta Brornberg 
Bowman. Roberta Brornberg 
Butler, Keith Gerard 
Carrick. M. .4llen 
Council, Donna r 
Daji. Swati V 
De May. Stephen Gerard 
De May, Stephen Gerard 

Assistant Secretap 
Group Executive 
Chief S ustainabi I ity Officer 
Senior Vice President, Tax 
Assistant Treasurer 
Assistant Treasurer 
Chief Risk Officer 
Treasurer 
Senior Vice President 

Date First ___ Date 
Elected Resigned 

1/3/7003 
I li10/7008 

I 1 ' 1 0/2008 

I I ' I O'2008 
I I ' I 0Q008 

41?2006 
12/7/1009 

12!2012007 
3/ IJ2009 

Good, Lynn J. President 71 1/2009 
Maltz, David S Corporate Secretary 121 I/2008 

Manly, Marc E. 
Manly. Marc E. 
Mohler, David W 
Mohler , David W 
Mulliitax, A R 
Mullinax. A R 
OWeill, Teresa M 
Reising, Ronald R 
lieising, Ronald R 
Ringel, RoberI J .  
Weber, Jennifer L. 
Weber, Jennifer L. 
Young, Steven Keith 
Young, Steven Keith 
Ables, Dorothy M. 
Anderson, Paul M 
Banon, Jr , Henry Brewerton 
Barron, J r  , Henry Brewerton 

Group Executive 
Chief Legal Officer 
Senior Vice President 
Chief Technology Officer 
Chief Information Officer 
Senior Vice President 
Assistant Secretary 
Senior Vice President 
Chief Procurement Officer 
Assistant Secretary 
Senior Vice President 
Chief Human Resources Oficer 
Chief Financial Officer 
Controller 
Vice President, Internal Audit 
Chairman of the Board 
Group Executive and Chief Nuclear Officer 
Group Executive 

I 1 ,'I 0/2008 
I I ,' I O/20O8 

12/7/2009 
I l/IO/2008 
I 11 10/2008 
I1/10/7008 
I 1 / 1 0/2008 

1/1/2009 
I1/10/2008 
12110/2008 
I I / I  012008 
I1/10/2008 

4/3/2006 
4f X 0 0 6  
4/3/2006 12iI9Q006 
4/3/2006 I /2/2007 

I0!24/2006 21'1 72008 
I0/24/2006 3i3 1'2008 

Barry, Paul Herbert Senior Vice President and Chief Development Officer 4/3/2006 li3 1 EO07 

Bowman. Roberta Bromberg Vice President, Sustainability and Community Affairs 17; 19/2006 3/ 1 !2008 

Browning. Jeffery G Chief Ethics and Conipliance Otficer 121 I/2008 T i 3  1 !20 I O  
Browning, Jeffery G Vice President, Audit Services I 2  19'2006 513 1/20 I O  

Browning. Jeffery G Senior Vice President 61 1/20 10 I Y9!2010 



Caldnell. Myron I.aL+ing 
Council, Donna T 
De May, Stephen Gerard 
De May. Stephen Gerard 
De May. Stephen Gerard 

Dill. Julie A. 
Esaninnn. Douglas F 
Feld. Karen R. 

Senior Vice President. Rates and Regulate? 
Accounting 
Assistant Treasurer 
Vice President 
Assistant Treasurer 
Chief Risk OftScer 

Group Executive. Investor Relations and Chief 
Commun icat ions 0 fticer 
Senior Vice President, Strategy and Planning 
Vice President. Corporate Human Resources 

I? ,  I9!1006 

4/3/2006 

i 1 i I5,”007 
4 3 i 0 0 6  

3/1/2009 

4Gi1006 
131 i 911006 

4I3i2006 

9 30,1009 
121 191’2006 
7/18/2009 

1 I /  Iji2007 
9/30/2009 

I21 I92006 

I Ll9iZO I0 
1:1/2009 

Fowlcr, Fred J.  

Good, Lynn J 
Good, Lynn J 
Giig5bq. Phillip C 
Hauser, David Lee 
Hermanson, Todd A 

I Iunter, t\rnelia D 
lrvin, Robert 

Janson, Julia S 
Love, Sheiwood Lee 
Maltz, David S 

Mc Collum. Jr , William Ralph 
McKone, L.eo Timothy 

McLean, Colon S 
Mogg, Jim W 
Mohler, David W 

OConnor, Thomas C 

Roche, Cathy Steele 

Roltc. Christopher Clay 
Ruff. Ellen Tart 

Schultz Theodore Edmard 

Shaw. Ruth Gwynn 
Siinpson. Phyllis Pucker 

Group Executive and President, Duke Energy Gas 4/3/2006 

Group Executive and President, Commercial 
Businesses 
Senior Vice President and Treasurer 
Vice President, Business Development 
Group Executive and Chief Financial Officer 
Vice President, Global Risk Management 

Interim Vice President, Audit Services and Chief 
Ethics and Compliance Officer 
Vice President. Market and Portfolio Analysis 

Senior Vice President, Ethics and Compliance and 
Corporate Secretary 
Assistant Treasurer 
Assistant Corporate Secretary 

I1/15/2007 
4/3/2006 

I 21 1 912006 
4/3/2006 

I ? /  I 912006 

611 120 I O  
4i3f2006 

4/3/2006 
4/3!2006 
4/3/2006 

Group Executive and Chief Regulated Generation 
Officer I 0/24/2006 
Vice President, Compliance 4/3 2 006 

Vice President, I luman Resources Business Support 4/3/2006 
Advisor to the Chairman 4/3/2006 
Vice President 4/3/2006 

Businesses 4l31006 

Senior Vice President and Chief Communications 
Officer 4f3i7006 

Group Executive and Chief Administrative Officer 
Prcsident, Office of Nuclear Development 
Vice President. Energy Efficiency 

4/3/7006 
I 1! I /ZOO8 

I2/ 19/2006 

Executive Advisor to the Chairman. President and 
Chief Executive Officer 
Assistani Corporate Secreta9 

4/31 2006 
J:3/7006 

I 1/ 1 911006 

7/2/2009 
1 1 / I  Y2007 

31 I 12008 
6/30/2009 
4/30/207 

12/9/2010 
I21 I9/2006 

I21 1/2008 
12/9/20 I O  

1 21 IO12008 

41 1i2007 

611 01’2006 

8/ I EO08 
9/ I12006 

9/30/2009 

I 111 WOO7 

7: 1/20 I O  

513 112009 
12G 1/20 I O  

8’3l~7010 

4’3OQ007 
6’30/2007 



Stempien. Catherine S. Senior Vice President legal. Corporate Legal Services 1!.~,2006 12;1/2008 

Trauschke. R Sean 
Trauschke, R Sean 

Trent, B Keilh 

Turner, James L 

Senior Vice President. Investor Relations and Financial 
Plnnning I i ' IY2007 -t'.l4/2009 
Vice President, Investor Relations li;/2006 I til 5'2007 

Group Executibe and Chief Strategy. Policy and 
Regulatory Officer 

Group Executive; President and Chief Operating 
Otficer, US Franchised Electric and Gas 

van Kernpen, \+'outer T Vice President, Mergers and Acquisitions 

4i3lZ006 7/2/2009 

4:?12006 I2/3 1/20 I O  
4/3/2006 I0/24!?006 

P C  

Weber, Jennifer L. Officer I1/1/2008 12/31/2010 

Senior Vice President. Finance Program Office and 
Whimey, Sara (Sally) Sally Finance Information Technology 4/3/2006 711 /20 I O  

Williams, Richard Tyrone Vice President, Enterprise Field Services 4/3/2006 1 21 I92006 

Wolf, Gregory C. 
Vice President, Commercial Telecom and Investment 
Managernen t 4/3/2006 I2/19/2006 



C:isr \o. 2011-1.2-1 
St.iff DR 01 026 
I’qe 1-1 of 15 

CINERCY CORP. OFF!CERS (1-03-2006 to 12-31 -2010) 

-- Appointed Entitv Date First Elected Date Resigned 

Beach, Richard G Assistant Secretary I /3/7003 

Bowman. Roberta 
Bromberg Group Executive ! I / 1012008 

Bromberg 
Butler, Keith Gerard 
Carrick. hl Allen 
Council. Donna T. 
Daji, Swati V 
De May, Stephen Gerard 
De May, Stephen Gerard 
Good, Lynn J 
Maltz. Pavid S 
Manly. Marc E 
Manly, Marc E 
Mohler, David W 
Mohler, Pavid W 
Mullinitu, A R. 
Mullinax, A. R. 
O’Neill, Teresa M. 
Reising, Ronald R 

Reising. Ronald R 
liingel, Robert J 
Weber, Jcnniter L 

Weber. Jennifer L 
Young. Steven Keith 
Youns. Steven Keith 

Butler. Keith Gerard 
Council. Donna T 
De May. Stephen Gerard 
De May. Stephen Gerard 
De May.  Stephen Gerard 
Fite. Beveil? I 

Chief Sustainability Officer 
Senior Vice President. Tax 
Assistant rreasiirer 
Assistant Treasurer 
Chief Risk Oficer 
Treasurer 
Senior Vice President 
President 
Corporate Secretary 
Group Executive 
Chief Legal Officer 
Senior Vice President 
Chief Technology Officcr 
Chief Information Officer 
Senior Vice President 
Assistant Secretary 
Senior Vice President 

I I / 10/2008 
I 1/10/2008 
1 I / I0/2008 

4/3/2006 

I217l2009 

I 2l20/2007 

3 i  I E009 

71 I E009 

1211 /2008 
1 1 / 10/2008 
I 1!10/2008 

12/7/2009 
I1!10/2008 
I 1 / IO/2008 
I I i I0/2008 
I I! 1012008 

I / 1 12009 

Chief Procurement Officer I 1 i I0!2008 
Assistant Secretary 1 z i  I0!2008 
Senior Vice President I l/10!2008 

Officer 1 I i 10:2008 
Chief Financial Officer 4/3/2006 

Controller 41‘312006 

Vice President. Tax 
Assistant Secretary 
Assistant Treasurer 
Vice President 
Chief Risk Officer 

Assistant Secretary 



Good I L n n  I Treasurer 
Good L J n n  I Vice President 
I lauser. David L ce President 
Janson, Julia S Secretary 
Janson. Julia S 
Imson. Julia S Corporate Secretary 
ILove. Sherwood Lee Assistant Treasurer 

Senior Vice President 

-It31 7006 I 2, '0/?007 
J/3! 2006 12'20!!007 
40j2006 71 12009 

I 1 j I0/2008 
I1/10/7-008 12~1/2008 
I1/10/2008 I Ll I2008 
I l/l0/2008 12/31i!010 

71 I912000 

Lucas i I I ,  Robert Theodore .4ssistant Secretary 4!3/2006 I I I I Oi2008 
bldltz David S. Assistant Secretar;, 4/3/2006 12~1i2008 

Maltz. David S. General Counsel 4/3/2006 I I / I 012008 

4/3/2006 1 I / l0/2008 Matthcws, Kalyn T Assistant Treasurer 

Mohler. David W Vice President I I / 1 OD008 12/6/2009 

Rcising, Ronald R Vice President I 1 / 1 0/2008 1 / I /loo9 

Chief Communications 

Senior Vice President 
Roche, Cathy Steele Officer 
Itoche, Cathy Steele 

Rollk Christopher Clay 
Rolic hristopher Clay Group Executive 
1 iausrlil\e, R Sean Vice President 
rrnuschke. R Sean Chief Risk Officer 
Ticnt, El Keith Group Executive 

Trent, E3 Keith Regulatory Officer 

Ch ie I Adm i nistratiw Offcer 

Chief Strategy, Policy and 

1 1 I 1  012008 7/1/2010 
I I / I 0/2008 7: I I20 I O  

I 1/10/2008 513 1l2009 

I I / I  012008 513 10009 
11/3/2006 I 1 / I  0/2008 
4/3/2006 I 1 / 1 012008 

I I I I0/2008 7i 1 I2009 

I I / I0!2008 71 112009 





Duke Energy Kentucky 
Case No. 201 1 - 1  24 

Staff First Set Data Requests 
Date Received: .%pril 28. 201 1 

STAFF-DR-01-027 

RF Q l J  FST: 

- 
eniployed as a vice president or above for each of the following entities Duke Energy, 
Cinergy, Duke Ohio, and Duke Kentucky 

See Staff-DR-01-027 attachment 

PERSON RESPONSIBLE: James E. Rogers 

I 



Case \o. 2011-124 
mri- DR 01 027 
Pngc 1 of 7 

CURRENT D1JKE ENERGY OHIO, INC. VICE PRESIDENTS AND ABOVE as of 
S/O5/20 1 1 

Appointed Entit1 TyQe Date First Elected 

Vice President, Business 
Adams. Susie C. support 5l i i2008 

Butler, Keith Gerard Senior Vice President. Tax 31 142007 

Senior Vice President. 
- 

Caldwell, Myron Lawing 

Campbell, Russell K. 
Da,ji, Swati V. 
Re May, Stephen Gerard 
De May, Stephen Gerard 

Finnigan. John J. 

Gainer, James B. 
Cihartey-Tagoe, Kodwo 
Good, Lynn J. 

Harrell, Richard D. 

Haviland, Richard W 

Hofmann, Michael L.. 
Jainrl, Dhiaa M 

-= larnii, Tibia% itf - 

Janson. Julia S. 
Maltz, David S. 
Maltz, David S 
Manes, Gianna M 
Manes, Gianna M 
Manly. Marc E. 
Manly. Marc E 

Mehring. lames E 
Moliler. David W 

Analysis 12!7/'2009 

Vice President, Asset 
Management 
Chief Risk Officer 
Treasurer 
Senior Vice President 

313 1 i20 I O  
7/30/20 I O  

I I / I 512007 
3/1/2009 

Vice President. Government 
and Regulatory Affairs I 1 I I Oi2008 

Vice President, Federal 
Regulatory Policy 
Vice President, Legal 
Chief Financial Officer 

Vice President, Field 
Operations 

Senior Vice President, 
Construction and Major 
Projects 

3/ 1412007 
1 I i lOl2008 

I i29i20 I O  

G i  1 120 1 0 

.2/17!2008 

Vice President, Generation 
Operations Non-Regulated 6 I N Z O O  8 
Chiet Generation Officer 7/27/2009 
Gr 732732009 
President 12/1!2008 
Vice President I?/ i 2008 
Corporate Secretary I TI /2008 
Senior Vice President 
Chief Customer Officer 

Chiet L.egal Officer 

51 I 6/20 10 
51 16/20 I 0 

3 I -l/2007 
Group Executive 31 14i2007 

Vice President. Gas 
Operations 
Chief Technology Officer 

611 120 I O  
3~1-1/7007 



Case So.  2011-12-1 
Stsff-DR-OI-O27 
I'age 2 of 7 

Mohler David W Senior Vice President 7 3O;'OlO 

Mondli* , tiarcn R 
Mullinax 4 R 
blullinau. A R 

Newton, Paul Roben 

Vice President. Foundation 
and Business Mana, uement 
Chief Information Officer 
Senior Vice President 

2/1/20 10 

3: I42007 
3/14/2007 

Senior Vice President. 
Strategy. Wholesale 
Customers and Commodities 
gi Analytics I2:7/2009 

Vice President, Human 
O'Connor. C, James Resources 4/3/2006 

Peela,  V Nelson 
Ikisiiig, Ronald R 
Reiaing, Ronald R. 

Roebel, John J. 
Rogers, James E. 

Stanley, Jim L 

Tyndall, William F. 

Weber, Jennifer L.. 
Weber, .Jennifer L. 

Whitlock, Charles R. 
Wiles. James D. 
Young, Steven Keith 
Young, Seven Keitli - 

Vice President and Project 
Director, Enterprise Asset 
Management initiative 
Chief Procurement Officer 
Senior Vice President 

Senior Vice President, 
Generation Support 
Chief Executive Officer 

Senior Vice President, Power 
Delivery 

Senior Vice President, Federal 
Government and Regulatory 
Affairs 

Chief Human Resources 
Officer 
Senior Vice President 

President, Commercial Asset 
Management and Operations 
Vice President. Accounting 
Controller 
Senior Vice President 

6/29/2007 
3!14/2001 

1/1/2009 

12/7/2009 
31 I4i2007 

513 1/2010 

4/27/2009 

1 I / I 0/2008 
11/10/2008 

1/1/2010 
61 I612008 
3/14/2007 



CURRENT DUKE ENERGY KENTUCKY, INC. VICE PRESIDENTS AND i\ROVE ;IS 

of 5/05/2011 

Appointed Entitv - TYZ Date First Elected 

Vice President, Business 

Senior Vice President, Tax 

Adanis. Susie C support 
Butler. Keith Gerard 

5/7/2008 
3/14/2007 

Senior Vice President. 
___- Financial Planninz and 

Caldwell. Myron Lawing 

C:impbell, Russell K 
D:!ii ?wa\ i  V 
Dc l Ytephen Gerard 
De May, Stephen Gerard 

Finnigan, John J .  

Gainer. James B. 
Ghartcy- 1-agoe, Kodwo 
Good, L.ynn J. 

Iiaviland. Richard W. 
Jamil. Dhiaa M 
Jamil. Dhiaa M 
Janson. Julia S 
Maltz. David S 
Maltz, David S. 
Manes, Gianna Tvi 
Manes, Gianna M 
Manly, Marc E 
Manly, Marc E 

Mehring. James E. 
Mohler. David W. 
Mohler, David W. 

Monday. tiaren R 

Analysis I7/7/2009 

Vice President, Asset 
Management 
Chief Risk Officer 
Treasurer 
Senior Vice President 

Vice President, Government 
and Regulatory Affairs 

Vice President, Federal 
Regulatory Policy 
Vice President, Legal 
Chief Financial Officer 

Senior Vice President, 
Construction and Major 
Projects 
Chief Generation Officer 
Group Executive 
President 
Vice President 
Corporate Secretary 
Senior ’Vice President 
Chief Customer Officer 
Group Executive 
Chief Legal Officer 

Vice President, Gas 
Operations 
Chief Technology Officer 
Senior Vice President 

Vice President. Foundation 
and Business Management 

3 3  I /20 1 0 
7l30120 I O  

I1/1.5/2007 
31 l/2009 

I I / l0/2008 

31 14/2007 
I I / IO/2008 

I /29/20 10 

71 I7/2008 
7/27/2009 
7/27/2009 
12/1/2008 
I2lli2008 
I 2/ I12008 
3 I 6120 1 0- 
511 6/20 I O  
3/14/2007 
Yl4/?007 

6/ 1 EO I 0 
3/14/2007 
7/30/20 10 

. 2 / l / Z O I O  



Chief intormation Ofticer 
Senior Vice President 

Senior Vice President. 
Strategy, Wholesale 
Customers and Commodities 

Newton, Paul Robert 9r Analytics 

Vice President, Human 
O'Connor. C James Resources 

I3'7/2009 

Vice President and Project 
Director, Enterprise Asset 

Peeler. V. Nelson M anagement Initiative 6/29/2007 

Rrising, Ronald R Chiet Prorurement Officer 3/l4/2007 
Retsing, Ronald R Senior Vice President I i 1 12009 

Senior Vice President, 

Chief Executive Officer 
Rocbel, John J. Generation Support 

Rogers, James E. 

Stanley, Jim L ,  

Svrcek, Mark A 

Tyndall, William F. 

Senior Vice President, Power 
Delivery 

Vice President, Business 
Development and Origination 

Senior Vice President, Federal 
Government and Regulatory 
Affairs 

Chief Human Resources 

Senior Vice President 
Vice President, Accounting 

Wcber. Jennifer L. Officer 
Weber. Jennifer L. 
Wiles, James D. 
Young, Steven Keith Controller 

Young, Steven Keith Senior Vice President 

12/7/2009 
3!l417007 

9 3  I I201 0 

31 142007 

4/27/2009 

I1/10/2008 
I I/10!2008 
6/  16/2008 
3/14!2007 
3 i  I4!2007 



CUURENT CII'U'ERGY CORP. VICE PRESIDENTS A N D  ABOVE as of S/05/2011 

cippointed Entity -- Date First Elected 

Bowman, Roberta 
Brom berg Chief Sustaina bility Officer I I /  I0/2008 
Butler. Keith Gerard 
Daji, Swati V 

Senior Vice President. Tax 
Chief Risk OftTcer 

I1/10/1008 
12/7/2009 

De May, Stephen Gerard Treasurer 12/20/2007 
De May. Stephen Gerard 3 1 /2 009 Senior Vice President 
Good, L.ynn J President 7: I I2009 
Maltz, David S Corporate Secretary 
blanly. Marc E Group Executive 
Manly. Marc E. Chief Legal Officer 
Mohler. David W Senior Vice President 
Mohler, David W Chief Technology Officer 
Mullinax, A. R Chief Information Officer 
Mullinax, A R Senior Vice President 
Reising, Ronald R Senior Vice President 

Reising, Ronald R 
Weber, Jennifer L. 

Chief Procurement Officer 
Senior Vice President 

Chief Human Resources 

Chief Financial Officer 
Weber, Jennifer L. Officer 
Young, Steven Keith 
Young, Steven Keith Controller 

12/1/2008 
11/10/2008 
1 I / lOl2008 

12/ 712009 
I I / I0/2008 
1 1 / 10/2008 
I1/10/2008 

1 / IO009 

1 1/10/2008 

I 1/10/2008 

1 1/10/2008 

4/.3/2006 
4/3/2006 



CRJRREKT DUKE ENERGY CORPORATION VICE PRESIDENTS AND ABOVE i is  of 5/05/201 I 

Appointed Entity 
Date First 

Elected 

Bates. Richard B Vice President. Mergers and Acquisitions 3/1/2008 
Bowman. Roberta Senior Vice President and Chief 

Senior Vice President. Audit Services and 
Brom berg Sustainability Officer 3/ 1 i2008 

Browning. Jeffery G. Chief Ethics and Compliance Officer 6/1/20i0 
Butler, Keith Gerard Senior Vice President, Tax 4/3/2006 

Caldwell, Myron Lawing 
Daji, Swati V. 

Daji. Swati V. 
De Mav, Stephen Gcrard 
De May, Stephen Gerard 
Good, Lynn J. 
Good, Lynn J, 
Jamil, Dhiaa M. 
Jamil, Dhiaa M. 

Maltz, David S. 
Manes, Gianna M. 
Manes, Gianna M. 
Manly, Marc E. 
Manly, Marc E. 

Marshall, Beverly Kaye 
Mohler, David W. 
Mohler, David W. 

Mullinax. A. R. 

Reising, Ronald R. 

Ringel. Robert J. 
Rogers, James E. 

Analysis 
Chief Risk Officer 
Vice President. Global Risk Management and 
Insurance 
Treasurer 
Senior Vice President, Investor Relations 
Chief Financial Of’ficer 
Group Executive 
Group Executive and Chief Nuclear Officer 
Chief Generation Officer 
Vice President, Legal and Assistant Corporate 
Secretary 
Chief Customer Officer 
Senior Vicc President 
Corporate Secretary 
Group Executive and Chief Legal Officer 
Vice President, Federal Policy and 
Government Affairs 
Chief Technology Officer 
Senior Vice President 

Officer 
Senior Vice President. Supply Chain and 
Chief Procurement Officer 
Vice President, I. egal and Assistant Corporate 
Secretary 
Chairman 

tion 

101 1 DO09 
10/1/2009 

1 01 1 /2009 
1 1 / 1512007 
101 1 I2009 
711 12009 

I I / I 5/2007 
211 812008 
7/2/2009 

12/19/2006 
s/ 1 6/20 1 0 
5/16/2010 
12/1/2008 
4/3/2006 

4/3/2006 
4/3/2006 
9/ 1 /2009 

4/3/2006 

12/19/2006 

1211 912006 
I i2 /2  00 7 



Rogers. James E. President and Chief Executive Officer 4/3/2006 

Trent. B. Keith Group Euecutixe 4/3/2006 

Vice President. E m  ironmental Health and 
StoLvell. John I,. Safety Policy 1 ?/ 1 912006 

Trent. E3 Keith President. Cornmercial Businesses 7/2/2009 

Tyndall. William F and Regulatory Affairs 411 12009 
Senior Vice President. Federal Go\ ernment 

Group Executive, Human Resources and 
Weber. Jennifer L,. Corporate Relations 1/1/2011 
Young. Steven Keith Senior Vice President and Controllcr 4/3/2006 





Duke Energy Kentucky 
Case No. 201 1-124 

Staff Firs! Set Data Requests 
Date Received: April 28. 201 1 

STAFF-DR-01-028 

REQUEST: 

Prnvldp 2 1 n o w r u p r  
u 

response to the preceding request 
occupy two or more positions witliin the same entitiy or across multiple entities 

Also indicate vvhere one person is anticipated to 

RESPONSE: 

See Staff-DR-0 1-028 Attachment 

PERSON RESPONSIBLE: Legal 

I 



Top Tier Leaders of the Combined Company 
I 

18 Member Board of Directors 

I 

- - - - - - - - - - - -  

I 

Creating the Leading U S .  Utility - January 10,2011 



Additional lnformabon and Where To Find It 
This document dcles not conshtule an offer to sell or Ihe solicilaiion o i  an offer IC buy any securibes or a solicitabon of any vote or approval nor shall there be any sale of 
secunhes in any junsdction in which such offer. solcitation or sale would be unlawful pnar to regisliabon or qmlificatlon under Vie secunbes laws d any such junsdcbon In 
connecbon with the proposed merger bebveen Duke Energy and Progress Energy Duke Energy will rile iwth the SEC a Rqisbahon Statement on Forrr 5-4 lhat will inciuh 
ajointpfoxy statementof Duke Energy and Progress Energy that also constltules a piospctus of Duke Energy Duke Energy and Progress Energywill hliver thejoint 
proxy statementlprospectus to their respfictrve shareholders Duke Energy and Progress Energy urge investors and shareholders to read the joint proxy 
statemenffprospedus regarding the proposed merger when it becomes available, as well as other documents filed with the SEC. because they will contain 
important information You rnay obtain coptes of all documents filed with the SEC regarding this bansacbon, free of charge, at the SEC's website (vn::~ SEC qog) You 
rnay alsc? obtain these documents free of charge, from Duke Energy's website ( 
'FinannaldSEC Filings You may also obtain these documents free of charge from Progress' website ( 6 ~ ~  orczirizs zrew coin) under the lab 'Investors" and ther 
underlhe heading 'SEC filings " 

under the heading 'Investors" and then under the heading 

on 
Duke Energy, Progress Energy, and their respecbve directors, executrve officen and ceitain other merrbers of management and employees may be solicibng proxies from 
Duke Energy and Progress Energy shareholdws in favor of the merger and related matters Informalion regarding the persons who may. under the rules of the SEC, be 
&erried participants in the solicitabon of Duke Energy and Progress Energy shareholders in connection wth the proposed merger will be set foilh in the joint proxy 
statementlptospectus when it is filed with the SEC You can find informabon about Duke Energy's executive officers and directors in its definihve proxy statement filed wth 
he  SEC on March 22,2010 You can find informabon about Progress Energy's execubve onicers and directors in its debnibve proxy stalemerit filed with the SEC on March 
31,2010 Additional information about Duke Energy's executive officers and directors and Progress Energy's execuhve 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 lhese documents from Duke Energy and Progress Energy using 
the conlac1 informatton abova 

2 Creating the Leading U S .  Utility .- January I O ,  2011 


