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Holding Corp., Deer Acquisition Corp., Cougar Acquisition Corp., Cinergy Corp., 
The Cincinnati Gas & Electric Company and The Union Light, Heat and Power 
Company for Approval of a Transfer and Acquisition of Control, Case No. 2005- 

Dear Mr. Derouen: 

In the Settlement Agreement in the above-referenced case, Duke Energy 
DE-Kentucky 

DE-Kentucky reported 

Please file stamp the two copies of this letter enclosed herein and return in the 

Kentucky, Inc. (“DE-Kentucky”) made several merger commitments. 
regularly monitors these commitments to ensure compliance. 
merger commitment updates for 2009 to the Commission in a letter dated April 8,2010. 

enclosed return-addressed envelope. 

commitment #36 

[DE-Kentucky] commit that TJLH&P and Duke Energy will 
file copies of the Form U5S and Form U-13-60 with the 
Commission. If after the finalization of the reporting 
requirements in RM05-320-000 (Repeal of Public IJtilities 
Holding Company Act of 1935 and Enactment of the 
Energy Policy Act of 2005 - Notice of Proposed 
Rulemalting), the FERC does not require the 
aforementioned reports to be filed, then ULH&P will meet 
with the Commission to discuss and reach agreement on 
alternative reporting to meet the Commission’s reasonable 
data needs. Applicants also commit that New Duke energy, 

340350 www duke-energy corn 

http://D�Asceflzohdukeenersv.com


Cinergy and CG&E will file copies of their annual reports 
with the Commission. 

DE-Kentucky Resnonse: 

The Commission found that in its final rule in RM-05-32-000, the Federal Energy 

Regulatory Commission (FERC) did not require utilities to file SEC form TJSS but that 

they must still file a modified version of SEC Form U-13-60. FERC’s adoption of its 

own version of Form U-13-60 resolved that portion of Merger Commitment No. 36. The 

Commission further found that the submission by Duke Energy, Cinergy and CG&E of 

their respective SEC Form IO-KS is a reasonable alternative and will satisfy Merger 

Commitment No. 36. Submitted here is the SEC Form 10-K by Duke Energy 

Corporation, CG&E (now lmown as Duke Energy Ohio, Inc.) and the audited financial 

statements from Cinergy. (Cinergy was delisted from the SEC after the merger.) 

DE-Kentucky will continue to provide ongoing reporting as required under the 

merger commitments. Thank you for your consideration in this matter. 

Very truly yours, 

Senior Counsel 
Amy B. Spiller 
Associate General Counsel 

cc: Hon. Dennis G. Howard, I1 
Hon. David E. Spenard 
Hon. Michael L. Kurtz 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-I( 

FOR ANNUAL AND TRANSITION REPORTS 
PURSUANT TO SECTION 13 OR 15(d) OF THE 

SECURITIES EXCHANGE ACT OF 1934 

ANNUAL REPORT PIMUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended December 31,2009 or 

(Mark One) 

El 

Cl TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECIIRITIES EXCHANGE ACT OF 
1934 

For the transition period from to 

Commission file number 1-1232 

DUKE ENERGY OHIO, INC. 
(Exact  name of regis t rant  as  specified in its char te r )  

O h i o  
(State or otlier jurisdiction of 

incorporation or orgasizatlon) 

139 East  Four th  Street ,  Cincinnat i ,  Ohio 
(Address of principal executive offices) 

704-594-6200 
(Registrant’s teleplione number, including area code) 

31-0240030 
(I.R.S. Employer 

Identification No.) 

45202 
(Zip Code) 

Indicate by check inark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes 0 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 1.3 or Section 15(d) of the Exchange 

No El 

Act. Yes 0 No H 

Indicate by check inark whether the registrant ( I )  has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was iequired to file such reports) and (2) has been subject to such 
filing requirements for the past 90 days. Yes  El No 0 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data 
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T ($232.405 of this chapter) during the preceding 12 months (or for such 
shorter pcriod that thc registrant was required to submit and post such filcs). Yes CI No 0 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be 
contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part 111 of this Form 10-I< 
or any amendment to this Form 10-K. H 

Indicate by check inark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filcr, or a smaller reporting 
company. SCC the definitions of “largc accclcrated filcr,” “accclcratcd filcr” and “sinallcr rcporting company” in Rulc 12b-2 of thc Exchange Act 

Large accelerated filer Cl Accelerated filer CI 

I t ’  I I ‘ : / / I  I ’  I ” 



Non-accelerated filer W (Do not check if a smaller reporting company) Snialler reporting company 0 

Indicate by check inark whether the registiant is a shell company (as defined in  Rule 12b-2 of the Securities Exchange Act of 1934) 
Yes 0 No W 

The registrant meets the conditions set forth in General Instructions (I)(l)(a) and (b) of Form 10°K and is therefore filing this Form 10-K with 
the reduced disclosure foriiiat Part I1 Itenis 4 and 6 and Part 111 Items 10, 1 1 ,  12 and 13 have been omitted in accordance with Instruction (I)(2)(a) and 
(C)" 

All of the registrant's common stock is indirectly owned by Duke Energy Corporation (File No 1-32553), which files reports and proxy material 
pursuant to the Securities Exchange Act of 1934, as amended. 
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CAUTIONARY STATEMENT REGARDTNG FORWARD-LOOKTNG 
INFORMATION 

This document includes forward-looking statements within tlie 
meaning of Section 27A of the Securities Act of 1933 and Section 2 i E  
of the Securities Exchange Act of 1934. Forward-looking statements are 
based on management’s beliefs and assumptions These forward-looking 
statements are identified by ternis and phrases such as “anticipate,” 
“believe,” “intend,” “estimate,” “expect,” ”continue,” “should,” 
“could,” “may,” “plan,” “project,” “prcdict,” “will,” “potential,” 
“forecast,” “target,” and similar expressions Forward-looking 
statements involve risks and uncertainties that may cause actual results 
to be materially different from the iesults predicted Factors that could 
cause actual results to differ materially from those indicated in any 
forward-looking statement include, but are not limited to: 

Statc and fcdcral lcgislativc and rcgulatory iiiitiativcs, including 
costs of compliance with existing and future environmental 
requirements as well as rulings that affect cost and investment 
recovery or have an impact on rate structures; 

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

Industrial, commercial and residential growth or decline in 
Duke Energy Ohio, Inc.’s (Duke Energy Ohio) service 
territories, customer base 01 ctistoiner usage patterns; 

Additional competition in electric markets and continued 
industry consolidation; 

The iiiflucncc of wcathcr and other natural phcnomcna on 
Duke Energy Ohio’s operations, including the economic, 
operational and other effects of storms, hurricanes, droughts 
and tornados; 

The timing and extent of changes in commodity prices and 
interest rates; 

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

Thc performance of electric gcncration facilitics; 

The results of financing efforts, including Duke Energy Ohio’s 
ability to obtain financiiig on favorable terms, which can be 
affccted by various factors, including Dukc Encrgy Ohio’s 
credit ratings and general economic conditions; 

Declines in the market prices of equity securities and resultant 
cash funding requirements of Duke Energy Ohio for Cinergy 
Corp.’s defined benefit pension plans; 

The level of ciedit worthiness of counterparties to Duke 
Energy Ohio’s transactions; 

Employee workforce factors, including the potential inability 
to attract and retain key personnel; 

Growth in opportunities for Duke Energy Ohio’s business 
units, including tlie timing and success of efforts to develop 
domestic power and other projects; and 

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

In light of these risks, uncertainties and assumptions, the events 
described in the forward-looking statements might not occur or might 
occur to a diffeicnt extent or at a diffcrciit time than Duke Encrgy Ohio 
has described Duke Energy Ohio undertakes no obligation to publicly 
update or revise any forward-looking statements, whether as a result of 
new information, futuic events or othcrwisc 
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PART I 

Item 1.  Business. 

GENERAL 

Overview. Duke Energy Ohio, Inc. (Duke Energy Ohio), an Ohio corporation organized in 1837, is a wholly-owned subsidiary of Cincrgy Corp. 
(Cinergy). Cinergy is a wholly-owned subsidiaiy of Duke Energy Corporation (Duke Energy). Duke Energy Ohio is a combination electric and gas public 
utility company that provides service in the southwestern portion of Ohio and through its wholly-owned subsidiary, Duke Energy Kentucky, Inc. (Duke 
Energy Kentucky), in nearby areas of Kentucky, as well as electric generation in parts of Ohio, Illinois, Indiana and Pennsylvania. Duke Energy Ohio’s 
principal lines of busincss includc gcncration, transmission and distribution of clcctricity, tlic sale of and/or transportation of natural gas, and cncrgy 
marketing. Duke Energy Kentucky’s principal lines of business include generation, transmission and distribution of electricity, as well as the sale of 
and/or transportation of natural gas. Except where separately noted, references to Duke Energy Ohio herein relate to the consolidated operations of 
Duke Energy Ohio, including Duke Energy Kentucky. 

Business Segments .  At December 31, 2009, Duke Energy Ohio operated two business segments, both of which are considered reportable 
segments under the applicable accounting rules: Franchised Electric and Gas and Cominercial Power. For additional information on each of these business 
segments, including financial information, see Note 2 to the Consolidated Financial Statements, “Business Segments.” 

The following is a brief description of the nature of operations of each of  Duke Energy Ohio’s reportable busine 

Frcrrichised Electric ~ r r d  Gas. Franchised Electric and Gas consists of Duke Energy Ohio’s regulated electric and gas transmission and distribution 

egments, as well as Other: 

systems, including its regulatcd electric generation in Kentucky Franchised Electric and Cas plans, constructs, operates and maintains Duke Energy 
Ohio’s transmission and distribution systems, which generate, transmit and distribute electric energy to consumers in southwestern Ohio and northern 
Kentucky Franchised Electric and Gas also transports and sells natural gas in southwestern Ohio and northern Kentucky. These electric and gas 
operations are subject to the rules and regulations of the Federal Energy Regulatory Cominission (FERC), the Public LJtilities Coinmission of Ohio 
(PUCO) and the Kentucky Public Service Commission (ICPSC). Substantially all of Franchised Electric and Gas’ operations are regulated and, 
accordingly, thcsc opcrations qualify for rcgulatory accounting treatnicnt 

Franchised Electric and Gas’ service area covers about .3,000 square miles with an estimated population of 2.1 million in southwestern Ohio and 
northern Kentucky. Franchised Electric and Gas supplies electric service to approximately 820,000 residential, coniniercial and industrial custoniers 
over approximately 19,500 miles of distribution lines and an approxiinate 2,500 mile transmission system in Ohio and Kentucky. Franchised Electric 
and Cas provides regulated transmission and distribution services for natural gas to approximately 500,000 customers via approximately 7,100 miles of 
gas mains (gas distribution lines that serve as a coininon source ply for inore than one service line) and service lines. See Item 2. “Properties” for 
further discussion of Franchised Electric and Gas’ geiierating fac 

Cornrnercial Power.. Commercial Power owns, operates and manages power plants and engages in the wholesale marketing and procurement of 
clcctric power, fucl and cinission allowanccs rclatcd to thcsc plants, as wcll as other contractual positions. Coniincrcial Power’s assct portfolio comprises 
approximately 7,550 net megawatts (MW) and its generation assets consist of a diversified fuel mix with baseload and mid-merit coal-fired units, as well 
as combined cycle (CC) and peaking natural gas-fired units. Commercial Power’s portfolio includes five Midwestern gas-fired generation assets that were 
transferred from Duke Energy i n  2006. See Item 2. “Pi’operties” for further discussion of Coniniercial Power’s generating facilities. Through 
December 31, 2008, most of the generation asset output in Ohio was contracted through the Rate Stabilization Plan (RSP). Effective January 1, 2009, 
Comniercial Power began operating under an Electric Security Plan (ESP), which expires on December 31, 201 1.  As a result of the approval of the ESP, 
certain of Coniniercial Power’s operations reapplied regulatory accounting treatment effective December 17, 2008. See Notes 1 and 4 to tlie 
Consolidated Financial Statements, “Summary of Significant Accounting Policies,” and “Regulatory Matters,” respectively, for a discussion of the 
reapplication of regulatory accounting treatment to certain of Commercial Power’s operations, as well as for further discussion related to the RSP and 
ESP. 

Duke Energy Ohio’s generation operations within its Commercial Power business segment include generation assets located i n  Ohio that are 
dedicated to serve Ohio native load customers. These assets, as excess capacity allows, also generate revenues through sales outside tlie native load 
customer base, and such revenue is termed non-native. 

Other The remainder of Duke Energy Ohio’s operations is presented as Other. Although i t  is not considered a business segment, Other for Duke 
Energy Ohio includes certain allocated governance costs. 

General. Duke Energy Ohio is an Ohio corporation. Its principal executive offices are located at 1.39 East Fourth Street, Cincinnati, Ohio 
45202. The telephone number is 704-594-6200 Duke Energy Ohio electronically files reports with the Securities and Exchange Cominission (SEC), 
including annual reports on Form 10-K, quarterly repoits on Form IO-Q, current reports on Form 8°K and amendments to such reports. The public may 
read and copy any materials that Duke Energy Ohio files with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 
20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at I-800-SEC-0330. The SEC also 
iiiaintains an internet site that contains reports and other inforniation regarding issuers that file electronically with the SEC at http://WWW sec got,. 
Additionally, inforination about Duke Energy Ohio, including its reports filed with the SEC, is available through Duke Energy’s Web site at 
http://www dir/re-eriers)~.coni. Such reports are accessible at no charge through Duke Energy’s Web site and are made available as soon as reasonably 
practicable after such inaterial is filed with or furnished to the SEC. 

GLOSSARY OF TERMS 

The following terms or acronyms used in this Form IO-K are defined below: 

http://WWW
http://www


Term or Acronym 
ACES 

AFUDC 

AOCI 

ASC 

Dcfinitioii 
Aiiierican Clean Energy and Security Act of2009 

Allowance for Funds IJsed During Construction 

Accuruulated Other Comprehensive Income 

Accounting Standards Codification 
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Term or Acronym 
CAA 

C A R  

CC 

CCP 

CG&E 

Cinergy 

Cinergy Receivables 

coz 
CT 

DOJ 

Duke Energy 

Duke Energy Indiana 

Duke Energy Kentucky 

Duke Encrgy Ohio 

EBIT 

EPA 

ESP 

EWG 

FASB 

FERC 

FIP 

FPP 

GAAP 

GHG 

ITC 

KPSC 

Kv 

Definition 
Clean Air Act 

Clean Air Interstate Rule 

Coiiibined Cycle 

Coal Combustion Product 

The Cincinnati Gas & Electric Company 

Cinergy COT. (collectively with its subsidiaries) 

Cinergy Receivables Company, LLC 

Carbon dioxide 

Combustion Turbine 

Department of Justice 

Duke Energy Corporatioil (collectively with its subsidiaries) 

Duke Energy Indiana, Inc. 

Duke Energy Kentucky, Inc. 

Dukc Energy Ohio, Inc. 

Earnings Before Interest and Taxes 

Environniental Protection Agency 

Electric Security Plan 

Exempt Wholesale Generator 

Financial Accounting Standards Board 

Federal Energy Regulatory Coinmission 

Federal Implementation Plan 

Fuel and Purchased Power 

Gcncrally Acceptcd Accounting Principles i n  the United States 

Greenhouse Gas 

Investment Tax Credit 

Kentucky Public Service Coinmission 

Kilovolt 
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Tern1 or Acronym 
kWh 

LIBOR 

Mcf 

MMBtu 

MRO 

M W  

M Wh 

NOx 

NPNS 

NSR 

OCC 

Ohio T&D 

PUCO 

QSPE 

RSP 

RTC 

SB 221 

SEC 

s o 2  

VIE 

WACC 

Delinition 
Kilowatt-hour 

Londoii Interbank Offered Rate 

Thousand cubic fcct 

Million British Thermal Unit 

Markct Ratc Option 

Megawatt 

Megawatt-hour 

Nitrogen oxide 

Noriiial puichase/normal sale 

New Source Review 

Office of the Ohio Consumers' Counsel 

Ohio Transmission and Distribution 

Public IJtilities Commission of Ohio 

Qualifying Special-Purpose Entity 

Rate Stabilization Plan 

Regulatory Transition Charge 

Ohio Senate Bill 221 

Secorities and Exchange Commission 

Sulfur dioxide 

Variable Interest Entity 

Weightcd Avcragc Cost of Capital 

ENVIRONMENTAL MATTERS 

Duke Energy Ohio is subject to federal, state and local laws and regulations with regard to air and water quality, hazardous and solid waste disposal 
and other environmental matters. Environmental laws and regulations affecting Duke Energy Ohio include, but are not limited to: 

* The Clean Air Act (CAA), as well as state laws and regulations impacting air emissions, including State Implementation Plans related to 
existing and new national ambient air quality standards for ozone and particulate matter. Owners and/or operators of air emission sources are 
responsible for obtaining permits and for annual compliance and reporting. 

The Clean Watcr Act which requircs pcrmits for facilities that dischargc wastcwatcis into thc cnvironmcnt. 

The Comprehensive Environmental Response, Compensation and Liability Act, which call require any individual or entity that currently 
owns or in the past may have owned or operated a disposal site, as well as transporters or generators of hazardous substances sent to a 
disposal site, to sharc in rcnicdiation costs. 

5 
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Tlie Solid Waste Disposal Act, as amended by the Resource Conservation and Recoveiy Act, which requires certain solid wastes, including 
hazardous wastes, to be managed pursuant to a comprehensive regulatory regime. 

Tlie National Environmental Policy Act, which requires federal agencies to consider potential environmental impacts in  their decisions, 
including siting approvals. 

See “Other Matters” section of Management’s Discussion and Analysis of Financial Condition and Results of Operations for a discussion about 
potential Global Climate Change legislation and the potential inipacts such legislation could have on Duke Energy Ohio’s operations. Additionally, other 
potential future environinental laws and regulations could have a significant impact on Duke Energy Ohio’s results of operations, cash flows or financial 
position. However, if such laws are enacted, Duke Energy Ohio would seek appropriate regulatory recovery of costs to comply within its regulated 
operations. 

For more information on environmental matters involving Duke Energy Ohio, including possible liability and capital costs, see Notes 4 and 15 to 
tlie Consolidated Financial Statements, “Regulatory Matters,” and “Commitments and Contingencies-Environmental,” respectively 

Except to the extent discussed in Note 4 to the Consolidated Financial Statements, “Regulatory Matters,” and Note 15 to the Consolidated 
Financial Statements, “Commitments and Contingencies,” compliance with current federal, state and local provisions regulating tlie discharge of 
materials into the environment, or otlierwise protecting the environment, is incorporated into the routine cost structure of our various business 
segments and is not cxpcctcd to havc a matcrial advcrsc effcct on thc competitive position, consolidatcd rcsults of operations, cash flows or financial 
position of Duke Energy Ohio. 

Item 1A. Risk Factors. 

Tlie risk factors discussed herein relate specifically to risks associated with Duke Energy Ohio. 

Conrpetiiiorr irr the urtregrrlated rtrarlieis irr wlriclr Drrke Energy Ohio opevales nray (ildversely affect the groivlh arrdprofitnbility of Diike Etrcrgy 
Olrio’s brrsitress. The iitrpnct of conrpeiitiorr, iriclriding currcnt Icgislatioir in Ohio, lrns cnrrsed crrslorrrcrs ofDuke Energy Ohio lo select allerrrntive 
cleciric gctterrrliorr srrpplicrs. Srich cotrrpeiiiion corrld r ~ . ~ l l  in ri~rreci~vcred cosls rhal could adversely aflecl Duke Encrby Ohio’s Jirrancialpositiorr, 
resrilts of opcraiiorrs or cashfloivs. 

IJnder current Ohio legislation, electric generation is sold in a competitive market in Ohio, and Duke Energy Ohio’s native load customers have 
tlie ability to switch to alternative suppliers for their electric generation service. competitive power suppliers have begun supplying power to Duke 
Energy Ohio’s current customers in Ohio, and Duke Energy Ohio has experienced an increase in custonier switching in the second half of 2009. These 
evolving market conditions may continue to impact Duke Energy Ohio’s results of operations, and also niay impact Duke Energy Ohio’s ability to 
continue to apply regulatory accounting treatment to certain portions of its Commercial Power business segment. To the extent competitive pressures 
increasc, the econonlics of Dukc Encrgy Ohio’s business may conic undcr long-term pressurc. Increascd coinpetition could also rcsult in incrcascd 
pressure to lower costs, including the cost of electricity. Retail coinpetition could have a significant adverse financial impact on Duke Energy Ohio due 
to an  impairinen! of assets, a loss or  retail customers, lower profit margins or increased costs of capital. 

Duke Energy Ohio may also face competition from new competitors that have greater financial resources than Duke Energy Ohio does, seeking 
attractive opportunities to acquire or develop energy assets or energy trading operations. These new competitors niay include sophisticated financial 
institutions, some of which are already entering tlie energy trading and inarlteting sector, and international energy players, whicli may enter regulated or 
unregulated energy businesses. Duke Energy Ohio cannot predict tlie extent and timing of entry by additional competitors into tlie electric markets. 
This competition may adversely affect Duke Energy Ohio’s ability to make investments or acquisitions. 

Increased coinpetition resulting froin dcrcgulation or restructuring efforts in Ohio could have a significant adverse impact on Dtlltc Encrgy Ohio’s 
financial position, results of  operations or cash flow. Duke Energy Ohio may not be able to respond in a timely or effective manner to the inany 
changes designed to increase competition in the electricity industry. Duke Energy Ohio cannot predict when i t  will be subject to changes in legislation 01 

regulation, nor can it predict the impact of  these changes on its financial position, results of operations or cash flows. 

Duke Etrcrgy Ohio’s eleciric revcirrtes, carirings and resrilrs are deperiderrt orr federal arid slnle Iegislalioir and regiilation ilia1 affect electric 
gerrerritiorr, trarrsnrissiorr, clisiribiition and relnied activities, rvliich rrray lititit Duke Errcrgy Ohio’s nbilily lo recover cosls. 

Duke Energy Ohio’s franchised electric businesses are regulated on a cost-of-servicehtc-of-return basis subject to the statutes and regulatory 
commission rules and procedures of Ohio and Kentucky. If Duke Energy Ohio’s franchised electric earnings exceed tlie returns established by the state 
regulatory commissions, Duke Energy Ohio’s retail electric rates may be subject to review and possible reduction by tlie commissions, which may 
decrease Duke Energy Ohio’s future earnings. If regulatory bodies do not allow recovery of costs incurred in providing service on a timely basis, Duke 
Energy Ohio’s future earnings could be negatively impacted. Additionally, certain portions of Duke Energy Ohio’s Commercial Power operations are 
regulated on a partial cost-of-servicehte-of-return basis under the ESP 

Dirke Energy Ohio itray be rriiable lo S E C N Y ~  lottg-terttt power snlcs agreettrertrs or trnrrsnrission agreeniertts, ivhiclt coitld c ~ p o s e  Diike Etrergy 
Ohio ’s siilcs io incrcaserl volaiili4. 

In tlie future, Duke Energy Ohio may not be able to secure long-term power sales agreements to customers for Duke Energy Ohio’s unregulated 
power generation facilities. If Duke Energy Ohio is unable to secure these types of agreements, Duke Energy Ohio’s sales volumes would be exposed to 
increased volatility. Without tlie benefit of long-term custonier power purchase agreements, Duke Energy Ohio cannot assure that it will be able to 



operate profitably. The inability to secure these agreements could inaterially adversely affect Duke Energy Ohio's results and business. 

Diilie E I I C ~ ~ J ~  Ohio rtriisi nreet credit qrinlity startdarils arid ilrerc is fro assiirarrce that Drikc Energy Ohio rviN rrrairriairr irrvesirirerrt grade credii 
raiirrgs. If Diike Energy Ohio or iis riited siibsidiary is riiinble to nrairrtairr 011 investrrterit grirde credit rating, Drikc Eiiergy Ohio rvoiilii be reqiiired 
irrrder credit agrcciirerits io provide collaicral iir ilieforiii of leticra of credit or cash, rvlticlt eray rrrnterially adversely affeci iis liquidity. 

Both Duke Energy Ohio's and its rated subsidiary's senior unsecured long-term debt is cui-rently rated investinent grade by various rating agencies. 
Duke Energy Ohio cannot be sure that its or its rated subsidiary's senior unsecured long-term debt will be rated investment grade in the future. 

If the rating agencies were to rate Duke Energy Ohio or its rated subsidiary below investment grade, Duke Energy Ohio's borrowing costs would 
increase, perhaps significantly. I n  addition, Duke Energy Ohio or its rated subsidiary would likely be required to pay a higher interest rate in future 
financings, and its potential pool of investors and funding sources would likely decrease. Any downgrade or other event 
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negatively affecting the credit ratings of Duke Energy Ohio or its rated subsidiary could also increase Cinergy’s 01 Duke Energy’s need to provide 
liquidity in the form or  capital contributions or loans, thus reducing the liquidity and borrowing availability of the consolidated group. 

A downgrade below investment grade could also require Duke Energy Ohio to post additional collateral in tlie form of letters of credit or cash 
under various ciedit agrccments and triggei terniination clauscs i n  some intercst rate agreements, which would require cash payincnts All of thcse events 
would likely reduce Duke Energy Ohio’s liquidity and profitability and could have a material adverse effect on Duke Energy Ohio’s financial position, 
results of operations or cash flows. 

Drilce Energy Ohio relies on access to slrort-terrrt interconipairy borrowings arid lotiger-tertii capital tiiarltets tofirrurrce its capital reqrtirerrrerrts 
and srrpport its liqriidit~i rreed.s, arid Drrltc Eircrgy Ohio ’.s access to thosc rrrarltets calf be adversely ajJected by a rirrrriber of coiiditinrts, iiiuiiy of ~vliicli 
are beyorrd Drrke Energy Ohio’s coittrol. 

Duke Energy Ohio’s business is financed to a large degree through debt and the maturity and repayment profile of debt used to finance 
investments often does not correlate to cash flows froin Duke Energy Ohio’s assets. Accordingly, Duke Energy Ohio relies on access to short-term 
borrowings via Duke Energy’s money pool arrangcmcnt and financings from longer-term capital markets as a source of liquidity for capital requircincnts 
not satisfied by the cash flow from its operations and to fund investments originally financed through debt instruments with disparate maturities. If 
Duke Energy Ohio is not able to access capital at competitive rates or Duke Energy Ohio cannot obtain short-term borrowings via the money pool 
arrangement, its ability to finance its operations and implement its strategy could be adversely affected. 

Market disruptions may increase Duke Energy Ohio’s cost of borrowing 01 adversely affect Duke Energy Ohio’s ability to access one or more 
financial markets. Such disruptions could include: economic downturns; the bankruptcy of an unrelated energy company; capital market conditions 
generally; market prices for electricity and gas; terrorist attacks or threatened attacks on Duke Energy Ohio’s facilities or unrelated energy companies; 
or the overall health of the energy industry. Restrictions on Duke Energy Ohio’s ability to access financial markets may also affect its ability to execute 
its business plan as scheduled. An inability to access capital may limit Duke Energy Ohio’s ability to pursue iinproveinents or acquisitions that it inay 
othcnvise rcly on for future growth 

Duke Energy Ohio’s ultimate parent, Duke Energy, maintains revolving credit fac es to provide back-up for commercial paper programs and/or 
letters of credit at various entities. These facilities typically include financial covenants which limit the amount of debt that can be outstanding as a 
percentage of the total capital for the specific entity. Failure to maintain these covenants at either Duke Energy or Duke Energy Ohio could preclude 
Duke Energy or Duke Energy Ohio from issuing letters of credit or borrowing under the revolving credit facility. Additionally, there are no assurances 
that commitments made by lenders under Duke Energy Ohio’s credit facility will be available as a source of funding due to on-going uncertainties in the 
financial services industry 

Duke Errerg), Ohio is cxpo.sc~l ti) credit risk of tlrc custnrrrsrs and cnr~~rterparties ivitlr wkorrr Drtke Errcrgy Ohin rlncs brrshicss. 

Adverse economic conditions affecting, or financial difficulties of, customers and counterparties with whom Duke Energy Ohio does business could 
impair the ability of these customers and counterparties to pay for Duke Energy Ohio’s services or fulfill their contractual obligations, including loss 
recovery payments under insurance contracts, or cause them to delay such payments or obligations. Duke Energy Ohio depends on these customers and 
counterparties to remit payments on a timely basis. Any delay or default in payment could adversely affect Duke Energy Ohio’s financial position, 
results of operations or cash flows. 

Poor i~~vesi~~~e~~tperfo~rrra~~ce of Cinergy ’s pension plan lioldirrgs arid other factors irrrpnctirig perrsiorr plan costs corrld riiifavorably bipact Drtlce 
Eiiergy Ohio’s liquidity alii1 results of opcrntions. 

Duke Energy Ohio participates in certain employee benefit plans sponsored by its parent, Cinergy. Duke Energy Ohio is allocated costs and 
obligations related to these plans. Cinergy’s costs of providing non-contributory defined benefit pension plans are dependent upon a number of factors, 
such as the rates of return on plan assets, discount rates, the level of interest rates used to measure the required miniinuni funding levels of tlie plans, 
future government regulation and required or voluntary contributions made to the plans. While Cinergy has complied with the minimum funding 
requirements as of Dccembcr 3 1, 2009, Cincrgy’s qualified pcnsion plans had obligations which exccedcd thc value of plan assets by approxiniatcly 
%300 million. Without sustained growth in the pension investments over time to increase tlie value of plan assets and depending upon the other factors 
impacting Cinergy’s costs as listed above, Duke Energy Ohio could be required to fund its parent’s plans with significant amounts of cash. Such cash 
funding obligations could have a material impact on Duke Energy Ohio’s financial position, results of operations or cash flows. 

Drrke Eirergy Ohio is srtbject to ririiiieroiis crrvirorinicrrtal Iaivs arid rcgrtlatinrts that reqrtire significant capital cxperiditrrrcs, can iiicreasc its co.st 
of operatiom, arid whiclr riiay inrpact or lirriit its birsirtess plnrrs, or expose it in errvirorrnrcrifnl liabilities. 

Duke Energy Ohio is subject to numerous environmental laws and regulations affecting inany aspects of its present and future operations, 
including air emissions (such as reducing nitrogen oxide (NO %), sulfur dioxide (SOZ) and mercury emissions or potential future control of greenhouse gas 
emissions), water quality, wastewater discharges, solid waste and liazardous waste. These laws and regulations can result in increased capital, operating and 
other costs. These laws and regulations generally require Duke Energy Ohio to obtain and comply with a wide variety of environmental licenses, 
permits, inspections and other approvals. Compliance with environinental laws and regulations can require significant expenditures, including 
expenditures for clean-up costs and damages arising out of contaminated properties, and failure to comply with environmental regulations niay result in 
the imposition of fines, penalties and injunctive measures affecting operating assets. The steps Duke Energy Ohio could be required to take to ensure 
that its facilities are in compliance could be prohibitively expensive As a result, Duke Energy Ohio niay be required to shut down or alter the operation 
of its facilities, which may cause i t  to incur losses. Further, Duke Energy Ohio’s regulatory rate structure and its contracts with customers may not 
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necessarily allow it to recover capital costs Duke Energy Ohio incurs to comply with new environmental regulations. Also, Duke Energy Ohio may not 
be able to obtain or maintain from time to time all required environmental regulatory approvals for its operating assets or development projects. If 
thcrc is a dclay in obtaining any rcquircd cnvironmcntal regulatory approvals, if Dukc Energy Ohio fails to obtain and comply with thcm or if 
environmental laws or regulations change and become more stringent, then the operation of Duke Energy Ohio's facilities or the development of new 
facilities could be prevented, delayed or become subject to additional costs. Although i t  is not expected that the costs of complying with current 
environmental regulations will have a material adverse effect on Duke Energy Ohio's financial position, results of operations or cash flows, no 
assurance can be made that the costs of complying with environmental regulations in the future will not have such an effect 

There is growing consensus that some form of regulation will be forthcoming at the federal level with respect to greenhouse gas emissions, 
including carbon dioxidc (COZ), and such rcgulation could rcsult in the crcation of substantial compliance costs. 

The Environinental Protection Agency (EPA) also has plans to propose new federal regulations governing the management of coal combustion 
by-products, including fly ash. These regulations may require Duke Energy Ohio to make additional capital expenditures and increase Duke Energy 
Ohio's operating and maintenance costs. 

In addition, Duke Energy Ohio is generally responsible for on-site liabilities, and in some cases off-site liabilities, associated with the 
enviroinnental condition of Dukc Energy Ohio's powcr gcncration facilitics and natural gas asscts which it has acquired or developed, 
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regardless of when the liabilities arose and whether they are ltnown or unknown. I n  connection with some acquisitions and sales of assets, Duke Energy 
Ohio may obtain, or be required to provide, indenniificatioii against some environmental liabilities. If Duke Energy Ohio incurs a material liability, or 
the otlier party to a transaction fails to meet its indemnification obligations to Duke Energy Ohio, Duke Energy Ohio could suffer material losses. 

Duke Energy Ohio is irrvolved irr  riiiitieroiis Iegalprocecdirigs, the outcotties of ivlticli are uricertairt, arid rcsohrfiorr adverse to Duke Eitcrgy Ohio 
corild riegativcly affect Duke Energy Ohio ’s finoricinl positiorl, resrtlts of operatioris or cash floivs. 

Duke Energy Ohio is subject to numerous legal proceedings. L.itigation is subject to many uncertainties and Duke Energy Ohio cannot predict the 
outcome of individual matters with assurance. It is reasonably possible that the final resolution of some of the matters in which Duke Energy Ohio is 
involved could require i t  to make additional expenditures, in  excess of established reserves, over an extended period of time and in a range of amounts 
that could have a material effect on its consolidated results of operations and cash flows. Similarly, it is reasonably possible that the ternis of resolution 
could require Duke Energy Ohio to change its business practices and procedures, which could also have a material effect on Duke Energy Ohio’s financial 
position, results of operations or cash flows. 

Drilte Eitergy Ohio’s corrsolidated resrilts of opcrntiorrs rriay be rregatively affected by overall nrarket, ecorroniic arid other conditiorrs that are 
beyorid Duke Energy Ohio’s coritrol. 

Sustained downturns or sluggishness in the economy generally affect the markets in which Dulte Energy Ohio operates and iiegatively influence its 
operations. Declines in  demand for energy as a result of economic downturns in Duke Energy Ohio’s franchised electric service territories will reduce 
overall sales and lessen Duke Energy Ohio’s cash flows, especially as Duke Energy Ohio’s industrial customers reduce production and, therefore, 
consumption of electricity and gas. Although Duke Energy Ohio’s franchised electric and gas business is subject to regulated allowable rates of return and 
recovery of fuel costs under a fuel adjustment clausc, ovcrall declines in electricity sold as a result of economic downturn or recession could reduce 
revenues and cash flows, thus diminishing results of operations Additionally, prolonged economic downturns that negatively impact Duke Energy Ohio’s 
result of operations and cash flows could result in futui’e material impainneiit charges being recorded to write down the carrying value of certain assets, 
including goodwill, to their respective fair values. 

Duke Energy Ohio also sells electricity into the spot market or other competitive power markets on a contractual basis. With respect to such 
transactions, Duke Energy Ohio is not guaranteed any rate of return on Duke Energy Ohio’s capital iiivestmeiits through mandated rates, and Duke 
Energy Ohio’s revenues and results of operations are likely to depend, in large part, upon prevailing market prices in Duke Energy Ohio’s regional 
markets and other competitive marltets. These market prices may fluctuate substantially over relatively short periods of time and could reduce Duke 
Energy Ohio’s reveiiues and margins and thereby diminish its consolidated results of operations. 

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

* wcathcr conditions, including abnormally mild winter or sumincr weather that cause lower energy usage for heating or cooling purposes, 
respectively, and periods of low or high rainfall that decrease Duke Energy Ohio’s ability to operate its facilities in an economic manner; 

supply of and deinand for energy commodities; 

illiquid markets including reductions in trading volumes which result in lower revenues and earnings; 

transmission or transportation constraints or inefficiencies which impact Duke Energy Ohio’s non-regulated energy operations; 

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

* 

* 

. 
* natural gas prices; 

ability to procure satisfactory levels of fuel supplies and inventory, such as coal and natural gas; 

electric gencration capacity surpluses which causc Duke Encrgy Ohio’s non-rcgulatcd energy plants to generate and sell less clcctricity at 
lower prices and may cause some plants to become non-economical to operate; and 

capacity and transmission service into, or out of, Duke Energy Ohio’s markets 

* 

Diilce Energy Olrio’s operatirig results m a y  fINctriatc OII a sea.soiial arid qiiarterly basis. 

Electric power generation is generally a seasonal business. In most parts of tlie United States and in markets in which Duke Energy Ohio operates, 
demand for electricity peaks during the warmer summer months and demand for natural gas peaks during the cold winter months, with marltet prices also 
peaking during the warmer summer months for electricity and cold winter months for natural gas. Further, extreme weather conditions such as heat 
waves or winter storms coiild cause these seasonal fluctuations to be more pronounced. As a result, in the future, the overall operating results of Duke 
Encrgy Ohio’s businesses may fluctuate substantially on a seasonal and quartcrly basis and thus make pcriod comparison less relevant 

Diike Eiiergr~ Ohio’s operatirig rcsirlts rtiay jlrrctiiate ori (I scasorral arid quarterly basis. 

Electric power generation is generally a seasonal business. I n  most parts of tlie United States and in  markets in which Duke Energy Ohio operates, 
demand for electricity peaks during the wanner suinnier months and demand for natural gas peaks during the cold winter months, with market prices also 
pealting dui,ing the warmer slimmer ~ n o ~ i t h s  for electricity and cold winter months for natural gas. Further, extreme weather conditions such as heat 
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waves or winter storins could cause these seasonal fluctuations to be more pronounced. As a result, in the future, the overall operating results of Duke 
Energy Ohio's businesses may fluctuate substantially on a seasonal and quarterly basis and thus maice period comparison less relevant. 

Diikc Eitergy Ohio 's birsiircss is subject to exieitsive feilernl regdniion that will nffect Duke Eircrgy Ohio's opcrniioits niid cosis. 
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Duke Energy Ohio is subject to regulation by FERC and various other federal agencies. Regulation affects almost every aspect of Duke Energy 
Ohio’s businesses, including, among other things, Duke Enei,gy Ohio’s ability to: take fundamental business management actions; determine the terms 
and rates of Duke Energy Ohio’s transniission and distribution businesses’ services as well as its regulated generation business; make acquisitions; issue 
debt securities; engage in tlansactions between Duke Energy Ohio’s utilities and other subsidiaries and affiliates; and pay dividends to its ultimate parent, 
Duke Energy. Changes to these regulations are ongoing, and Duke Energy Ohio cannot predict the future course of changes i n  this regulatory 
environment or the ultimate effect that this changing regulatory environment will have on Duke Energy Oliio’s businesses. However, changes in 
rcgulation (including re-rcgulating prcviously dcregulatcd markets) can cause delays i n  or affcct business planning and transactions and can substantially 
increase Duke Energy Ohio’s costs 

New Iirivs or rcgrtlirtiorrs corttd have n rregntive irrrpacr on Drtltc Errergy Ohio ’s,finnrrcinlpositiorr, resrtlts of operatioris or cnstr flows. 

Changes in laws and regulations affecting Duke Energy Ohio, including new accounting standards could change the way Duke Energy Ohio is 
required to record revenues, expenses, assets and liabilities. These types of regulations could have a negative impact on Duke Energy Ohio’s financial 
position, results of operations or cash flows or acccss to capital. 

Poteirtinl terrorist activities or rrrilitnry or otlrcr irctioits could irdver.sc[J, affc t  Dtrkc Errcrgy Ohio’s httsirtcss. 

The continued threat of terrorism and the impact of retaliatory military and other action by the United States and its allies may lead to increased 
political, economic and financial market instability and volatility i n  prices for natural gas and oil which may materially adversely affect Duke Energy 
Ohio in  ways i t  cannot predict at this time. In addition, future acts of terrorism and any possible reprisals as a consequence of action by the United 
States and its allies could be dircctcd against companies operating in  the United States. Infrastructure and gcneration facilities could be potential targets 
of terrorist activities. The potential for terrorism has subjected Duke Energy Ohio’s operations to increased risks and could have a material adverse 
effect on Duke Energy Ohio’s business. In particular, Duke Energy Ohio may experience incleased capital and operatiiig costs to implement increased 
sccurity for its plants, such as additional physical plant sccurity, additional security pcrsonncl or additional capability following a tcrrorist incident. 

The insurance industry has also been disrupted by these events. As a result, the availability of insurance covering risks that Duke Energy Ohio and 
its competitors typically insure against may decrease. In addition, the insurance Duke Energy Ohio is able to obtain may have higher deductibles, higher 
premiums and more restrictive policy terms. 

Additional risks and uncertainties not currently known to Duke Energy Ohio or that Duke Energy Ohio currently deems to be insignificant also 
may adversely affcct Duke Energy Ohio’s coiisolidatcd rcsults of opcrations, cash flows or financial condition 

Item 1B. Ilnresolved Staff Comments. 

None. 

Item 2. Properties. 

FRANCHISED E1,ECTRICAND GAS 

As of December 31, 2009, Franchised Electric and Gas operated two coal-fired stations with a combined net capacity of577 MW and one 
combustion turbine (CT) station with a net capacity of462 MW. Franchised Electric and Gas also owns two underground caverns with a total storage 
capacity ofapproximately 16 million gallons of liquid propane. The stations and caverns are located in Ohio and Kentucky. 

In addition, as of December 3 1, 2009, Duke Energy Ohio owned approximately 2,500 conductor miles of electric transmission lines, including 
1,000 miles of 345 kilovolts (KV), 700 miles of 100 to 161 KV, and 800 miles of 1 . 3  to 69 KV. Duke Energy Ohio also owned approximately 19,500 
conductor miles of electric distribution lines, including 14,000 miles of overhead lines and 5,500 miles of underground lines, as of December 3 1,2009 
and approximately 7,100 miles of gas mains and service lines As of December 31, 2009, the electric transmission and distribution systems had 
approximately 280 substations. I n  addition, Duke Encrgy Ohio has access to 5.5 million gallons of liquid propane storage and product loaned through a 
commercial services agreement with a third party. This liquid propane is used in the three propanehir peak shaving plants located in Ohio and 
Kentucky Propanehir peak shaving plants vaporize the propane and mix with natural gas to supplement the natural gas supply during peak demand 
pcriods and emcrgcncies 

Substantially all of Franchised Electric and Gas’ electric plant in service is mortgaged under the mortgage bond indenture of Duke Energy Ohio 

COMMERCIAL POWER 

As of December 31, 2009, Commercial Power jointly owns six coal-fired stations with a combined net capacity of 3,529 MW, of which Duke 
Energy Ohio operates three Commercial Power also owns and operates five CT stations, one of which is jointly owned, with a combined net capacity 
of 1,544 MW and three CC stations with a combined net capacity of 2,480 MW. The stations are located in Ohio, Illinois, Indiana and Pennsylvania. 

Item 3. Legal Proceedings. 

Statements, “Regulatory Matters” and Note 15 to the Consolidated Financial Statements, “Commitments and Contingencies-Litigation” and 
“Commitments and Contingencies-Enviionmental ” 

For information regarding legal proceedings, including regulatory and environmental matters, see Note 4 to the Consolidated Financial 
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I tem 5. Marke t  for Registrant 's  Comnioii Equity,  Related Stocltliolder Mat t e r s  and Issuer Purchases  of Equi ty  Securities. 

Cinergy owiis all of the common stock of Duke Energy Ohio Duke Energy owns all of the common stock of Cinergy. Duke Energy Ohio 
anticipates making periodic dividends to its parent, Cinergy, which may ultimately dividcnd the funds to Duke Energy to provide funding support for 
Duke Energy's dividend. During the years ended December 3 1,2009,2008 and 2007, Duke Energy Ohio paid dividends to Cinergy of $360 million, 
$200 million and $135 million, respectively. 
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Item 7. Management’s  Discussion a n d  Analysis of Financial  Condi t ion a n d  Resul ts  of Operat ions.  

INTROD IJCTION 

Managcmcnt’s Discussion and Analysis should bc read i n  conjunction with the accompanying Consolidatcd Financial Statcincnts and Notes for thc 
years ended December 3 I ,  2009,2008 and 2007 

BASIS OF PRESENTATION 

The results of operations and variance discussion for Duke Energy Ohio, Inc. (Duke Energy Ohio) is presented in a reduced disclosure fonnat in 
accotdance with General Instruction (I)(2)(a) of Forin 10-K 

RESULTS OF OPERATIONS 

Resrrlts of Opei‘ationc arid Variarices 

Sititrittnry of Resirlts (in rtrilliotrs) 

Operating revenues 
Operating expenses 
Gains on sales of other assets and other, net 
Operating (loss) income 
Other income and expenses, net 
Interest expense 
(Loss) income before income taxes 
Income tax expense 
(Loss) income before extraordinary items 
Extraordinary items, net of tax 
Net (loss) income 

Years Elided December 31, 
Increase 

2QQY 2008 (Deerensel 
$3,388 $3,424 $ (36) 

3,534 2,965 569 
5 9  (47) 12 

1 1  3 4  (23) 
9 4  2 3  

- -  
(134) 518 (652) 

- -- 117 
458 

9; (426) $ 354 $ (780) - - -  
Net (I.,oss) Iticonre 

The $780 million decrease in Dulce Energy Ohio’s net income was primarily due to the following factors: 

OperntCig Reveirire,s The decrease was due primarily to: 

. A $ I  52 million dccreasc in  rcgulatcd fuel rcvenucs drivcti primarily by lower natural gas costs and rcduccd sales volumcs; 

A $79 million decrease in retail electric revenues resulting from increased customer switching levels and lower retail volumes due to tlie 
overall declining economic conditions, which are primarily impacting the industrial sector; 

A $46 million decrease related to native load due to milder weather; and 

A $40 million decrease from the expiration of tlie Ohio electric Regulatory Transition Charge (RTC) for residential customers . 
Partially offsetting these decreases were: 

* An $80 million increase in retail electric revenues resulting from higher retail pricing principally related to implementation of the Electric 
Security Plan (ESP) in 2009 and thc timing offucl and purchased powcr rider collcctions in 2008; 

A $68 million increase in net mark-to-market revenues on non-qualifying power and capacity hedge contracts, consisting of mark-to- 
market losses of $6 million in 2009 compared to losses of $74 million in 2008; 

A $68 million increase due to higher generation volumes and PJM capacity revenues from the Midwest gas-fired assets in 2009 compared to 
2008; 

A $48 million increasc in wholesalc clcctric rcvcnucs due to highcr gcncration volumes and hcdgc realization in 2009 comparcd to 2008 and 
margin earned from participation in wholesale auctions in 2009; and 

A $20 million increase due to implementation of new distribution electric rates in Ohio. 

- 
* 

- 
Operatirig Experises. The increase was due primarily to: 

* A $727 million impairment of goodwill and a $42 million impairment of certain generation assets in  2009. See Note 10 to the 
Consolidated Financial Statements, “Goodwill and Intangibles,” for additional information; 

A $55 million increase in mark-to-market fuel expense on non-qualifying fuel hedge contracts, consisting of mark-to-market losses of $58 
million in 2009 compared to losses of $3 million in 2008; 

* 



* A $30 inillion increase due to depreciation expense on environmental projects placed in service in the second half of 2008 and higher plant 
maintcnance expenses resulting from increased plant outages in 2009 compared to 2008; 

A $21 million increase in other post-employment benefits due to an adjustment to the liability iecorded for these benefits i n  2008; and 
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A $10 million increase in fuel and operating expenses for the Midwest gas-fired assets primarily due to higher generation volumes in  2009 
compared to 2008 offset by bad debt reserves associated with the Lehman Brothers bankruptcy i n  2008. 

Partially offsetting these increases were: 

A $166 million decrease in regulated fuel expense priinarily due to lower natural gas costs and reduced usage due to lower demand; 

An $82 million iinpairmcnt of cinission allowances duc to the invalidation of thc Clcaii Ail Intcrstatc Rule (CAIR) in 2008; 

A $36 million decrease in regulatory asset aniortizatioii resulting froin the expiration of the Ohio electric RTC for residential customers; 

A $21 million dccrcasc in rctail and wliolesalc fuel cxpcnscs duc to lower purchased powcr cxpcnscs resulting froin dccrcascd powcr prices 
net of  higher contract prices and lower realized gains on fuel hedges i n  2009 compared to 2008; and 

A $15 million decrease in operating expenses primarily due to the deferral of environmental amounts in Ohio that had been reserved and 
cliargcd to cxpcnsc in prior pcriods 

* 

Gairts or1 Sales ojOfher Asset,r arid Other,, net. The decrease in 2009 as compared to 2008 was attributable to lower gains on sales of emission 
allowances i n  2009. 

Other Income arid Expetires, riel The decrease in 2009 compared to 2008 is primarily attributable to a reduction in interest income accrued for 
uncertain income tax positions and reduced interest income on the subordinated note from Cinergy Receivables Company, L.L.C (Cinergy Receivables), a 
wholly-owncd subsidiary of Cincrgy, to which Dultc Encrgy Ohio sclls ccrtain of its accounts rcccivablc, resulting from lowcr intcrcst rates 

Inlere“7f Expeme The increase was primarily due to a reduction in interest capitalized during construction as a result of lower outstanding 
construction work-in-process balances i n  2009 compared to 2008 and an increase in debt balances i n  2009 compared to 2008. 

biconte Tax Erperrse. The increase was primarily the result of an effective tax rate i n  2009 of (77.5%) conipared to an effective tax rate for the 
same period in 2008 of 37.3%. The change in the effective tax rate is due primarily to an approximate $727 million impairment of non-deductible 
goodwill in the ycar endcd Dcccmbcr 3 I ,  2009. 

Extraordirtary Itemr, net oftax. The reapplication of regulatory accounting treatment to certain portions of Duke Energy Ohio’s business on 
December 17, 2008 resulted in an approxiinate $67 inillion after-tax (approximately $103 inillion pre-tax) extiaordinary gain related to total inaik-to- 
market losses previously recorded in earnings associated with open forward native load economic hedge contracts for hel, purchased power and emission 
allowances, which the ESP allows to be recovered through a fuel and purchased power rider. 

Matters Ittipactiig Attiire ResrtIts 

Recently, low coinniodity prices have put downward pressure on power prices. The available capacity and lowei, prices have provided opportunities 
for custoiners in Ohio to switch generation suppliers. Competitive power suppliers have begun supplying power to current Coinmercial Power customers 
in Ohio and Commercial Power experienced an increase i n  customer switching i n  the second half of 2009. Customer switching is anticipated to continue 
in 2010 and could have a significant impact on Coniinercial Power’s results. Additionally, these evolving market conditions may potentially impact 
Coniinercial Power’s ability to continue to apply regulatory accounting treatment to certain portions of its Connnercial Power business segment. As of 
December 3 1,2009, Coinmercial Power had regulatory assets of approxiinately $163 million related to under-collections under its ESP and mark-to- 
market losses on certain economic hedges. 

As discusscd in Note I O  to tlic Consolidatcd Financial Statcmcnts, “Goodwill and Intangibles,” Coinnicrcial Powcr rccordcd an impairment chargc 
in the third quarter of 2009 of approximately $727 million within its non-regulated generation reporting unit to write down the goodwill to its implied 
fair value. As a result of this impairment charge, the carrying value of goodwill associated with the non-regulated generation reporting unit of 
approximately $461 million is equivalent to its implied fair value. This iinpairment charge was based on a number of factors, including a decline i n  load 
forecast, depressed market power prices, customer switching and carbon legislation and/or Environmental Protection Agency (EPA) regulation 
developments. Should the assumptions used, related to these factors, change in the future as a result of then market conditions, as well as any 
acceleration in the timing of carbon legislation/EPA developments, i t  is possible that further goodwill impairinent charges could be recorded. 

Franchised Electric and Gas evaluates the carrying amount of its recorded goodwill for impairment on an annual basis as of August 3 1 and 
perforins interim impairment assessments if a triggering event occurs that indicates it is inore likely than not that tlie fair value of a reporting unit is 
lcss than its carrying value. As of the datc of tlic 2009 annual impairmcnt analysis, the fair valuc of Franchiscd Elcctric and Gas’ rcporting units 
exceeded their respective carrying value, thus no goodwill iinpairinent charges were recorded. However, the fair value of tlie Ohio Transmission and 
Distribution reporting unit (Ohio T&D), which had a goodwill balance of approxiinately $960 million as of December 3 1, 2009, exceeded the carrying 
value of equity by less than 159’~. Management is continuing to monitor the iinpact of recent market and economic events to determine if it is inore 
likely than not that the carrying value of the Ohio T&D reporting unit has been impaired. Should any such triggering events or circumstances occur in  
2010 that would more likely than not reduce the fair value of the Ohio T&D reporting unit below its carrying value, management would perform an 
interim impairment assessment of the Ohio T&D goodwill and i t  is possible that a goodwill impairment charge could be recorded as a result of this 
assessment. Potential circuinstances that could have a negative effect on the fair value of the Ohio T&D reporting unit include additional declines in 
load volume forecasts, changes in the weighted average cost of capital (WACC), changes in the timing and/or recovery of and on investinents in 
SinartGrid technology, and the success of future rate case filings. 

In January 2010, Duke Energy announced plans to offer a voluntary severance plan to approximately 8,750 eligible employees. As this is a 
, . .  
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voluntary plan, all severance benefits offered under this plan are considered special termination benefits under GAAP. Special termination benefits are 
measured upon employee acceptance and recorded immediately absent a significant retention period. If a significant 
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retention pwiod exists, tlie cost of tlie special termination benefits are recorded ratably over tlie remaining service periods of tlie affected employees. 
Tlie window for employees to request to voluntarily end their eniployment under this plan opened on February 3, 2010 and closed on February 24, 2010 
for approximately 8,400 eligible employees, which includes approximately 69 Duke Energy Ohio employees. Additionally, Duke Energy Ohio will be 
allocated its proportionate share of benefit costs for employees of Duke Energy’s shared services affiliate that provides support to Duke Energy Ohio. 
For employees affected by tlie consolidation of Duke Energy’s corpoiate functions in  Charlotte, North Carolina, as discussed further below, tlie window 
will close March 3 1, 201 0. Duke Energy Ohio currently estimates severance payments associated with this voluntary plan, including allocated costs 
discussed above, of approximately $14 million. However, until management of Duke Energy approves the requests, i t  reserves the right to reject any 
request to voluiitccr based on business nccds and/or cxcessivc participation. 

In addition, in January 2010, Duke Energy announced that i t  will consolidate certain corporate office functions of Duke Energy’s shared services 
affiliate, resulting in transitioning over tlie next two years approximately 350 positions from its offices in tlie Midwest to its corporate headquarters in 
Cliarlotte, North Carolina. Employees who do not relocate have the option to elect to participate in  the voluntary plan discussed above, find a regional 
position within Duke Energy or remain with Duke Energy though a transition period, at which time a ieduced severance benefit would be paid under 
Duke Energy’s ongoing severance plan. Management cannot currently estimate tlie costs, if any, of severance benefits which will be paid to its 
employees due to this office consolidation. 

Additionally, Duke Energy believes that it is possible that tlie voluntary severance plan may trigger settlement accounting or curtailincnt 
accounting with respect to its pension and other post-retirement benefit plans. At this time, management is unable to determine tlie likelihood that 
settlement or curtailment accounting will be triggered. 

Oilier Matiers 

General. For the year ended December 3 1, 2009, earnings were insufficient to cover fixed charges by approximately $244 million due primarily 
to a non-cash goodwill impairment charge of approximately $727 million. Duke Energy Ohio’s fixed charges coverage ratio, as calculated using SEC 
guidelines, was 4.6 times for the year ended December 31, 2008 and 3.8 times for tlie year ended December 3 1, 2007 

Global Clirriate Cltarige Although there is still much to leani about tlie causes and long-term effects of climate change, many, including Duke 
Energy Ohio, advocate taking steps now to begin reducing greenhouse gas (GHG) emissions with tlie long-term aim of stabilizing tlie atmospheric 
concentration of GHGs at a level that avoids any potentially worst-case effects of climate change. 

The EPA publislies an inventory of man-made U.S. GMG emissions annually. Carbon dioxide (CO z), a byproduct of fossil fuel combustion, 
currently accounts for about 8.5% of U.S. GHG emissions. Duke Energy Ohio’s GHG emissions consist primarily of CO 2 and most come froni its fleet of 
coal fired power plants. In 2009, Duke Energy Ohio’s power plants emitted approximately 28 million tons of CO z Duke Energy Ohio’s future COz 
emissions will be influenced by variables including new regulations, economic conditions that affect electricity demand, and Duke Energy Ohio’s 
decisions regarding generation technologies deployed to meet customer electricity needs. 

Congress lias not yet passed legislation mandating control or reduction of GHGs. On June 26, 2009, tlie U.S. House of Representatives passed 
H.R. 2454-the American Clean Energy and Security Act of 2009 (ACES). This legislation includes a GHG cap-and-trade program that covers 
approxiiiiatcly 8.5% of tlic GHG cniissions in  the U.S. ccononiy, including cniissions from the clcctric utility sector. The Icgislation also includcs a 
combined efficiency and renewable electricity standard that applies to the electric utility sector. The standard establishes ininirnum requirements for the 
amount of renewable energy electric utilities must provide to end-use customers on an annual basis. It allows coinpanies to coinply by providing 
rencwablc cncrgy, buying rcncwablc cncrgy credits from otlicr cornpanics or tlic government, or by reducing custoiiicr electricity demand through tlic 
deployment of energy efficiency programs. 

On November 5, 2009, the U.S. Senate Environment and Public Works Committee passed and sent to tlie U.S. Senate floor S.  1733-the Clean 
Energy Jobs and American Power Act of 2009 (S. 1733). The legislation included an economy-wide cap-and-trade program similar to tlie one contained 
in ACES. Tlie U.S Senate Energy and Natural Resources Committee had previously passed legislation containing new requirements for energy efficiency 
and for a renewable electricity standard. No further U.S. Senate action has been taken on either bill since passage out of their respective committees. 

The debates that took place in  tlie U.S. Senate in 2008 and 2009 make it clear that there are wide-ranging views among Senators regarding what 
constitutes acceptable climate change legislation. These divergent views, the state of tlie economy, the current structure of tlie U.S. Senate necessitating 
60 votes to move legislation and the political pressures as tlie 2010 mid-term election approaches, make passage of federal climate cliange legislation in 
tlie U.S Senate in 2010 highly uncertain. Iftlie U.S. Senate were to pass some type of climate change legislation in 2010, tlie U.S. Senate legislation 
would need to be reconciled with ACES. This adds another layer of uncertainty to tlie prospects for enactment of climate change legislation in 2010. 

On Dcccinbcr 7, 2009, the EPA finalizcd an Endangermcnt Finding for grccnliouse gases undcr the Clcan Air Act (CAA). The Endangerment 
Finding does not impose any regulatory requirements on industry, but is a necessary prerequisite for tlie EPA to be able to finalize its proposed GHG 
emission standard for new motor vehicles. It is expected that the EPA will finalize its New Motor Veliicle Rule by tlie end of March 2010. 
Iiiiplcmentation of the New Motor Vcliicle Rule may trigger permitting rcquircinents and potcntially GHG emission control rcquireinents for ncw 
“major” stationary sources of GHG emissions which would include all of Duke Energy Ohio’s fossil fuel facilities. Tlie EPA lias stated that permitting 
requirements for GHGs will not apply to stationary sources in 2010. 

The EPA has also proposed the Tailoring Rule, which could be finalized by the end of March 2010. This rule is intended to provide relief from the 
EPA’s GHG regulations for certain types of stationary sources, but not electric generating facilities. There is, at present, considerable uncertainty over 
tlie timing and tlie specific requireinents that would apply to any stationary source that might potentially be subject to GHG permitting and emission 

i f 1 1  i 



reduction requirements as a result of the EPA's rules Although Duke Energy Ohio does not anticipate takiiig actions that would trigger the GHG 
permitting requirements or GHG emission reduction reqiiireiiients at any of its existing generating facilities, i f  it were to do so, the current uncertainty 
surrounding the iiiiplementatioii of the rules and the requireinents that might apply prevent management from being able to determine at this time 
whether the EPA rules will have a material impact on Dulce Energy Ohio's future results of operations. Numerous groups have already filed petitions 
with the D.C. Ciicuit Court of Appeals for review of the EPA's Endangeiment Finding. It is likely that the EPA's upcoming New Motor Vehicle and 
Tailoring rules will also be challenged in court 
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once they are finalized. The current and expected legal challenges create additional uncertainty with respect to tlie EPA rules and wliat regulatory 
requirements, if any, will result from the rules. 

Duke Energy Ohio supports tlie enactment of workable federal GHG legislation. Duke Energy Ohio piefers federal legislation over any EPA 
regulation of GHG emissions uiidcr tlic currcnt CAA and believes that any Icgislation must include provisions that block tlie EPA from doing so and 
provide that the legislative program is the sole remedy for a source’s GHG emissions. To perniit the economy to adjust rationally to tlie policy, 
legislation should establish a long-term program that first slows the growth of emissions, stops them and then transitions to a gradually declining 
cmissions cap as new iowcr-and zcro-emitting technologies arc devclopcd and becomc available for widc-scale dcployiiicnt at a rcasonablc cost. Fcdcral 
legislation should also include effective cost-containment measures to protect the U.S economy from harmful consequences if compliance costs are 
excessive. 

Duke Energy Ohio is unable to determine tlic potential cost of complying with unspecified and unknowable future GHG legislation or any indirect 
costs that might iesult, however, suclr costs could be significant. Duke Energy Ohio’s cost of complying with airy legislatively-mandated federal GHG 
emissions regulations will depend upon tlre dcsign details of tlie program, and upon the future levels of Duke Energy Ohio’s GHG emissions that might 
be regulated undcr tlic program. If potential future federal GHG legislation mandates a cap-and-tiadc approach, for cxamplc, tlie dcsign clcinents of such 
a program that will have the greatest influence on Duke Energy Ohio’s compliance costs include (i) tlre level of the emissions cap over time, (ii) tlie 
GHG emission sources covered under tlie cap, (iii) the number of allowances that Duke Energy Oliio might be allocated at no cost on a year-to-year 
basis, (iv) tlic typc and effcctivcncss of any cost containment mcasurcs that may bc includcd in  tlie prograin, (v) the rolc ofemissioii offsets i n  the 
program, (vi) the availability and cost of technologies that will be available for Duke Energy Ohio to deploy to lower its emissions over time, and 
(vii) tlie price of allowances and emission offsets Although Duke Energy Ohio believes it is likely that Congress will adopt mandatory GHG emission 
reduction legislation at some point, tlie timing and design details of any such legislation are highly uncertain at this time. 

Assuming that a federal GHG cap-and-trade program is eventually enacted, Duke Energy Ohio’s compliance obligation under sucli a program would 
generally be determined by tlie difference between the level of its emissions in  a given year and the number of no-cost allowances it receives for that 
year. This difference would represent tlie emission reductions that Duke Energy Ohio would need to achieve to comply and/or the number of allowances 
and/or offsets Duke Energy Ohio would need to purcliase to comply, or a combination of tlie two. The cost of achieving the emission reductions and/or 
the cost of purchasing tlie needed allowances and/or emission offsets would represent Duke Encrgy Ohio’s compliance costs. This is wliy the more no- 
cost allowanccs Dukc Encrgy Ohio rcccivcs, tlie lower its compliance obligation will bc, and thc Iowcr its compliance cost will bc. This is also wliy 
actions Duke Energy Ohio is taking today to reduce its GHG emissions over time will lower its exposure to any future GHG regulation. Under any future 
scenario involving mandatory GHG limitations, Duke Energy Ohio would plan to seek to recover its compliaiice costs tlirougli appropriate regulatoiy 
mcchanisms in tlic jurisdictions in wliicli it operates. 

Although a near-term compliance strategy under a GHG cap-and-trade progranr might be focused primarily on tlie purchase of allowances and/or 
offsets due to tlie lack of available emission reduction technologies and/or the time it would take to deploy technologies once they become available, i t  
is likely that over time there would be more focus placed on deploying technology to achieve large-scale reductions in emissions. This strategy could 
involve replacing some existing coal-fired generation with new lower-and zero-emitting generation technologies, and/or installing new carbon capture 
and sequestration technology wbcii the technologies become ready for deployment. Although there is uncertainty about what new technologies may be 
dcvclopcd, wlicn tlicy may be deployed, and wliat thcir costs will be, Duke Energy Ohio currcntly is focuscd on CO 2 capturc and storage rctrofit 
technology for existing pulverized coal-fired generation as promising technologies for generating electricity with lower or no CO 2 emissions. Duke 
Energy Ohio is also making a significant commitment to increased customer energy efficiency and proinoting enhanced use of renewable energy for 
mccting customers' clcctricity needs. Dultc Energy Ohio’s actions arc dcsigncd to build a sustainablc business that allows our customcis and our 
shareholders to prosper in  what is expected to be a carbon-constrained environment 

At the state level, the Midwestern Governors Association launched an initiative several years ago called the Midwestern Greenhouse Gas Reduction 
Accord (Accord) One of tlie objectives of the initiative was to produce a Model Rule for implementing a GHG cap-and-trade system on a regiorial level 
for consideration by individual states. In October 2009, the Accord produced a draft Model Rule, and plans to finalize the document in early 2010. Once 
finalized, tlie Model Rule will be available to states for their consideration and possible adoption and implementation. In tlie state of Ohio, where Duke 
Eiicrgy Ohio has electric gcneratioii opcrations, thcrc have bccn obscrvcrs to tlic Accord process and thcy liavc shown no intcrcst in adopting the 
Model Rule. Based on the current position of Ohio in this regard, Duke Energy Ohio does not anticipate any cost impacts from the initiative 

The state legislature of Ohio has passed laws that require Duke Energy Ohio to meet increasing percentages of its customers’ electricity needs 
with renewable energy and customer energy efficiency. I n  Ohio tlie requirement reaches a minimum of 12.5% in 2024 Duke Energy Ohio will be 
meeting this requirement through a variety of actions and each is expected to assist Duke Energy Ohio’s overall effort to reduce its CO 2 emissions. 
Versions of an energy efficiency and renewable electricity standard have been passed by the U.S. House of Representatives as part of ACES and by tlie 
U S .  Senate Energy and Natural Resources Committee in S. 1462. Given the current challenge sociated with passing comprehensive federal climate 
change legislation, Congress could instead attempt to pass energy legislation in 2010 that includes a federal energy efficiency and renewable electricity 
standard - provisions both the full U.S House of Representatives and a U.S. Senate committee have approved, albeit at  different levels. If this were to 
occur, Duke Energy Oliio’s coinpliancc with tlic Ohio icquirciiicnt would further its ability to comply with wliatevcr fcdcral rcquircmcnts Congrcss 
might enact 

I n  addition to relying on new technologies to reduce its CO 2 emissions, Duke Energy Ohio has received regulatory approval for its save-a-watt 
energy efficiency program, which will help meet customer electricity needs by increasing energy efficiency, thereby reducing demand instead of relying 
almost exclusively on new power plants to generate electricity. 



Duke Energy Ohio recognizes that certain groups associate frequent and severe extreme weather events with climate change and the associated 
damage to the electric distribution system and tlie possibility that these weather events could have a material impact on future results of operations 
should thcsc cvcnts occur. Howcvcr, thc uncertain nature of potcntial changes in  extreme wcatlicr cvcnts (such as incrcascd frequcncy, duration, and 
severity), tlie long period of time over which any changes might take place, and tlie inability to predict these accurately, make estimating any potential 
future financial risk to Duke Energy Ohio's operations that may be caused by tlie physical risks of climate change impossible. Currently, Duke Energy 
Ohio plans and prepares for extreme weather events that it experiences from time to time, such as ice storms, tornados, severe thunderstorms, high 
winds and droughts. Duke Energy Ohio's past experiences preparing for and responding to the impacts of these types of weather-related events would 
reasonably be expected to help management plan and prepare for future climate change-related severe weather events to reduce, but not eliminate, tlie 
operational, economic and financial impacts of such events. Duke Energy Ohio also routinely takes steps to reduce tlie potential impact of severe 
weather events on its electric 
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distribution systems. Duke Energy Ohio does not currently operate in coastal areas and therefore is not exposed to tlie effects of potential sea level rise. 
Duke Euergy Ohio’s electric generating facilities are designed to withstand extreme weather events without damage. Ditke Energy Ohio maintains an 
inventory of coal and oil on site to mitigate the effects of any potential short-term disruption in its fuel supply so it can continue to provide its 
customers with an uninterrupted supply of electricity. 

For additional information on other issues related to Duke Energy Ohio, see Note 4 to tlie Consolidated Financial Statements, “Regulatory 
Matters” and Note 15 to tlie Consolidated Financial Statements, “Commitments and Contingencies.” 

I tem 7A. Quanti ta t ive a n d  Qual i ta t ive Disclosures About  Marke t  Risk. 

Risk Mnrrngerrrerrt Policies 

Duke Energy Ohio is exposed to market risks associated with commodity prices, credit exposure and interest rates. Management has established 
comprehensive risk management policies to monitor and manage these maiket risks. Tlie Chief Risk Officer of Duke Energy, the ultimate parent entity 
of Duke Energy Ohio, is responsible for tlie overall governance of nianaging credit risk and commodity price risk, including monitoring exposure limits 
for Duke Energy Ohio. 

Cortirtrorlity Price Risk 

Duke Energy Ohio is exposed to tile impact of market fluctuations in tlie prices of electricity (energy, capacity and financial transmission rights), 
coal, natural gas and emission allowances (sulfur dioxide (SO z), seasonal nitrogen oxide (N0x)and annual NOx) as a result of its energy operations such 
as electric generation and natural gas distribution. Price risk represents the potential risk of loss from adverse changes in  the market price of electricity 
or other energy commodities, such as gas and coal. For Duke Energy Ohio, tliis price risk has been somewhat reduced by the December 17, 2008 Public 

es Coinmission of Ohio (PUCO) approval of  Duke Energy Ohio’s ESP, which resulted in the reapplication of  iegulatory accounting treatment to 
certain portions of Duke Energy Ohio’s Commercial Power business segment operations as of that date. Duke Energy Ohio employs established policies 
and procedures to manage its risks associated with these inarltet fluctuations using various commodity derivatives, such as swaps, futures, forwards and 
options. See Note 8 to the Consolidated Financial Statements, “Risk Management, Derivative Instruinents and Hedging Activities,” for additional 
information 

Validation of a contract’s fair value is performed by an internal group separate froin Duke Energy Ohio’s deal origination areas Duke Energy 
Ohio’s derivative contract portfolio is prcdoininanlly valucd using obscrvablc market inputs with little intcrnally developed assumptions. However, for 
contracts valued beyond the observable market period, Duke Energy Ohio uses coininon industry practices to develop its valuation techniques and 
changes in its pricing methodologies or tlie underlying assumptions could result in significantly different fair values and income recognition. 

Hedging S/m/rgirs. Duke Energy Ohio closely monitors tlie risks associated with comniodity price clianges 011 its future operations and, where 
appropriate, uses various coinmodity instruments such as electricity, coal and natural gas forward contracts to mitigate the effect of such fluctuations on 
operations. Duke Energy Ohio’s primary use of energy commodity derivatives is to hedge the generation portfolio against exposure to changes in the 
prices of powcr and fucl. 

Certain derivatives used to manage Duke Energy Ohio’s commodity price exposure are accounted for as either cash flow hedges or fair value 
hedges. To the extent that instruments accounted for as hedges are effective in offsetting tlie transaction being hedged, there is no iinpact to tlie 
Consolidated Statements of Operations until delivery or settlement occurs. Accordingly, assumptions and valuation techniques for these contracts Iiave 
no impact on reported earnings prior to settlement. Several factors influence tlie effectiveness of a hedge contract, including tlie use of contracts with 
different commodities or unmatched ternis and counterparty credit risk. Hedge effectiveness is monitored regularly and measured at least quarterly. 

In addition to the hedge contracts described above and recorded on the Consolidated Balance Sheets, Duke Energy Ohio enters into other 
contracts that qualify for the noriiial purcliases/normal sales (NPNS) exception. When a contract meets the criteria to qualify as a normal 
purchase/normal sale, Duke Encrgy Ohio applics such exception. Income rccognition and realization rclated to NPNS contracts gencrally coincide with 
tlie physical delivery of power. For contracts qualifying for the NPNS exception, no recognition of tlie contract’s fair value in tlie Consolidated 
Financial Statements is required until settlement of the contract as long as the transaction remains probable of occurring. 

Other derivatives used to manage Duke Energy Ohio’s commodity price exposure are either not designated as a hedge or do not qualify for hedge 
accounting. Derivatives related to regulated businesses reflect changes in tlie fair value of the derivative instruments as a regulatory asset or liability on 
the Consolidated Balance Sheets. Derivatives related to unregulated businesses are marked-to-market each period, with changes in the fair value of the 
dcrivativc instruments reflectcd in earnings. 

Gerieraliori Port/blio Risks for 2010. Duke Energy Ohio is primarily exposed to market price fluctuations of wholesale power, coal, natural gas 
and emission allowance prices associated with its excess capacity from generation assets that are dedicated to serve Ohio native load customers and its 
non-regulated operations. Duke Energy Ohio closely monitors tlie risks associated with these commodity price changes on its future generation 
operations and, where appropriate, uses various commodity instruments such as electricity, coal and natural gas forward contracts to mitigate the effect 
of  such fluctuations on operations, in addition to optiniizing tlie value of its non-regulated generation portfolio. Tlie portfolio includes generation 
assets (power and capacity), fuel, and emission allowances. Modeled forecasts of future generation output, fuel requirements, and emission allowance 
requirements are based on forward power, fuel and emission allowance markets. Tlie component pieces of  the portfolio are bought and sold based on tliis 
model in order to manage tlie economic value of the portfolio, where such market transparency exists. Tlie generation portfolio not utilized to serve 
native load or committed load is subject to commodity price fluctuations. Based on a scnsitivity analysis as of Dccember 3 I, 2009 and 2008, it was 



estimated that a 10% price change per megawatt-hour (MWh) in forward wholesale power prices would have a corresponding effect on Duke Energy 
Ohio’s pre-tax income of approximately $10 million in 2010 and $5 million in 2009, respectively, excluding the impact of mark-to-market changes on 
non-qualifying or undesignated hedges relating to periods in excess of one year from the respective date, which are discussed further below. Based on a 
sensitivity analysis as of December 31, 2009 and 2008, i t  was estimated that a 10% change in the forward price per ton of coal would have a 
coriesponding effect on Duke Eneigy Ohio’s pre-tax income of approximately $8 million i n  2010 and $10 million in 2009, iespectively, excluding the 
impact of mark-to-market changes on non-qualifying or undesignated hedges relating to periods in  excess of one year from the respective date, which 
are discussed further below. Based on a sensitivity analysis as of December 31, 2009 and 2008, it was estimated that a 10% price change per Million 
British Thermal Unit (MMBtu) i n  natural gas prices would have a corresponding effect on Duke Energy Ohio’s pre-tax income of approximately $15 
million in 2010 and $5 million in 2009, respectively, excluding the impact of mark-to-market changes on undesignated hedges relating to periods in 
excess of one year from the respective date. 

Serisitivilies fbr derivalivar heymd 2010, Derivative contracts executed to manage generation portfolio risks for delivery periods beyond 2010 are 
also exposed to changes in fair value due to market pricc fluctuations of wliolcsalc power and coal. Based on a sensitivity analysis as of Dccembcr 3 1,  
2009 and 2008, i t  was estimated that a 10% price change i n  the fonvard price per MWh of wholesale power would 
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have a corresponding effect on Duke Energy Ohio’s pre-tax income of approximately $24 million in  2010 and $1 1 million i n  2009, respectively, 
resulting from the impact of mark-to-market changes on non-qualifying and undesignated power contracts pertaining to periods in excess of one year 
fioin the respective date. Based on a sensitivity analysis as of December 31, 2009 and 2008, it was estimated that a 10% change in the forward price 
per ton of coal would have a corresponding effect on Duke Energy Ohio’s pre-tax income of  approximately $ IO million in 2010 and 2009, resulting 
from tlie impact of mark-to-market changes on non-qualifying and undesignated coal contracts pertaining to periods in excess of one year from tlie 
respective date. 

The commodity price sensitivity calculations above consider existing hedge positions and estimated production levels, but do not consider other 
potential effects that might result from such changes i n  commodity prices 

Credit Risk 

Credit risk represents tlie loss that Duke Energy Ohio would incur if a counterparty fails to perform under its contractual obligations 

Retail Credit risk associated with Duke Energy Ohio’s service to residential, coinmercial and industrial customers is generally limited to 
outstanding accounts receivable Duke Energy Ohio mitigates this credit risk by requiring customers to provide a cash deposit or letter of credit until a 
satisfactory payment history is established, at which time the deposit is typically refunded. Charge-offs for the retail customers have historically been 
insignificant to the operations of Duke Energy Ohio and are typically recovered through tlie retail rates. However, in light of current overall economic 
conditions, inanageiiient continues to monitor customer charge-offs and payment patterns to ensure tlie adequacy of bad debt reserves. Duke Energy 
Ohio sells certain of its accounts receivable and related collections through Cinergy Receivables, a bankruptcy remote, special purpose entity, While no 
diiect recourse to Duke Energy Ohio exists, i t  risks loss in tlie event collections are not sufficient to allow for full recovery of its retained interests or in 
tlic cvent thc lcvcl of cliargc-offs in futurc periods incrcascs SCC Notc 12 to thc Consolidated Financial Statcmcnts, “Salcs of Accounts Receivable.” 

Wllolesale arid Nori-Nufive Sales. To ieduce credit exposure related to non-native sales, Duke Energy OIiio seeks to enter into netting agreements 
with counterparties that permit it to offset receivables and payables with such counterparties. Duke Energy Ohio attempts to further reduce credit risk 
with certain counterparties by entering into agreements that enable it to obtain collateral or to terminate or reset tlie terms of transactions after 
specified time periods or upon tlie occurrence of credit-related events. Where exposed to credit risk, Duke Energy Ohio analyzes the counterparties’ 
financial condition prior to entering into an agreement, establishes credit limits and monitors tlie appropriateness of those limits on an ongoing basis. 
Duke Energy Ohio’s industry has historically operated under negotiated credit lines for physical delivery contracts. Duke Energy Oliio may use master 
collateral agreements to mitigate certain credit exposures. The collateral agreements provide for a counterparty to post cash or letters of credit to tlie 
exposed party for exposure in excess of an established threshold. The tliresliold amount represents an unsecured credit limit, determined in accordance 
with tlic corporatc crcdit policy. Collatcral agrccmcnts also providc that tlie inability to post collateral is sufficiciit cause to tcrminate contracts and 
liquidate all positions. 

Duke Energy Ohio also obtains cash or letters of credit from custoiners to provide credit support outside of collateral agreements, where 
appropriate, based on its financial analysis of  the customer and tlie regulatory or contractual terms and conditions applicable to each transaction. 

Based on Duke Energy Ohio’s policies for inanaging credit risk, its exposures and its credit and other reserves, Duke Energy Ohio does not 
anticipatc a matcrially advcrsc cffcct on its financial position, results of operations or cash flows as a result of non-pcrformancc by any couiitcrparty 

Interest Rnte Risk 

Duke Energy Ohio is exposed to risk resulting from changes in interest rates as a result of its issuance of variable and fixed rate debt. Duke Energy 
Ohio manages its interest rate exposure by liiuiting its variable-rate exposures to a percentage of total capitalization and by monitoring the effects of  
market changes in interest rates. Duke Energy Ohio also enters into financial derivative instnniients, including interest rate swaps, swaptions and U.S. 
Trcasury lock agrccmcnts to manage and mitigatc intcrcst rate risk exposure. See Notcs 8 and 14 to tlic Consolidated Financial Statements, “Risk 
Management, Derivative Instruments and Hedging Activities” and “Debt and Credit Facilities,’’ respectively. 

Based on a sensitivity analysis as of December 31, 2009, i t  was estimated that if inarlcet interest rates average 1% liiglier (lower) i n  2010 than i n  
2009, interest expense, net of offsetting impacts in interest income, would increase (decrease) by approximately $7 million. Comparatively, based on a 
sensitivity analysis as of December 31, 2008, had interest rates averaged 1% higher (lower) in 2009 than i n  2008, it was estimated that interest 
expense, net of offsetting impacts in interest income, would have increased (decreased) by approximately $11 million. These amounts were estimated 
by considering the impact of tlie hypothetical interest rates on variable-rate securities outstanding, including money pool balances, adjusted for interest 
rate hedges and cadi and cash equivalents outstanding as of December 31, 2009 and 2008. If interest rates changed significantly, management would 
likely take actions to manage its exposure to tlie change. However, due to tlie uncertainty of tlie specific actions that would be taken and their possible 
cffccts, the sensitivity analysis assunics no changcs in Dukc Encrgy Ohio’s financial structure. 
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Itern 8. 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTJNG FIRM 

To tlie Board of Directors of Duke Energy Ohio, Inc. 
Cliarlotte, North Carolina 

Financial Statements and Supplementary Data. 

We have audited tlie accompanying consolidated balance shccts of‘Duke Energy Oliio, Inc. and subsidiaries (tlic “Company”) as of Dcccmbcr 3 I ,  
2009 and 2008, and tlie related consolidated statements of operations, common stockholder’s equity and coinpreliensive income, and cash flows for 
each of the three years in tlie period ended December 31, 2009. Our audits also included the financial statement schedule listed in  tlie Index at Item 15. 
These financial statenients and financial statement schedule are the responsibility of the Company’s nianagement Our responsibility is to express an 
opinion on these financial stateinents and financial stateinent schedule based on our audits 

We conducted our audits in accordance with tlie standards of the Public Company Accounting Oversight Board (United States). Those standards 
rcquire that wc plan and pcrforin the audit to obtain reasonable assurance about wlicther tlic financial statcnients arc free of inatcrial misstatenicnt. The 
Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. Our audits included 
consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 
tlie purpose of exprcssing an opinion on the cffcctivencss of tlic Company’s internal control ovcr financial reporting. Accordingly, we cxpress no sucli 
opinion. An audit also includes examining, on a test basis, evidence supporting tlie amounts and disclosures in tlie financial statements, assessing tlie 
accounting principles used and significant estimates made by management, as well as evaluating tlie overall financial statement presentation We believe 
that our audits provide a reasonable basis for our opinion. 

Jn our opinion, tlie consolidated financial statements referred to above present fairly, in al l  material respects, tlie financial position of Duke 
Energy Ohio, Inc. and subsidiaries at December 3 1, 2009 and 2008, and tlie results of their operations and their cash flows for each of tlie years in tlie 
three-year period cndcd Dcceinbcr .3 1, 2009 in conformity with accounting principles generally acceptcd in tlic United States of Anierica Also, in our 
opinion, such financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly in 
all material respects the information set forth therein. 

/s/ DELOiTTE & TOUCHE LLP 
Charlotte, North Carolina 
March 12, 2010 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In millions) 

Years Elided December 31, 
2007 2009 - 2008 

Operating Revenues 
Rebalated electric 
Non-regulated electric and other 
Regulated natural gas 

Total operating revenues 
Operating Expenses 

Fuel used in electric generation and purchased power-regulated 
Fuel used in electric generation and purchased power-non-regulated 
Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Goodwill and other impairment charges 

Total operating cxpenscs 
Gains (Losses) on Sales of Other Assets and Other, net 
Operating (Loss) Income 
Other Income and Expenses, net 
Interest Expense 
(Loss) Income Before Income Taxes 
Income Tax Expense 
(Loss) Income Before Extraordinary Items 
Extraordinary Items, net of tax 
Net (Loss) Income 

See Notes to Consolidated Financial Statements 

18 

$2,236 
502 
650 

$ 988 
1,646 

790 

$ 984 
1,751 

720 
3,388 

772 
274 
329 
744 
3 84 
262 
769 

-~ 3,424 

157 
847 
486 
743 
409 
24 1 

82 

- 

2,965 
59 

518 
34 
94 

458 
171 
287 

67 

-- 
- 

- 

- 

3,455 

154 
916 
496 
756 
392 
250 

- 

- 
2,964 - 

( 8) 
483 

3 2 
100 

415 
151 
264 

- 

- 
_I 

$ 354 - $ 264 - 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS 

(In millions) 

December 31, 
2009 2008 -- 

ASSETS 
C u r r e n t  Assets 
Cash and cash equivalents 
Receivables (net of allowance for doubtful accounts of $17 at December 31, 2009 and $18 at December 31, 2008) 
Inventory 
Unrealized gains on mark-to-market and hedging transactions 
Other 

Total current assets 
Inves tments  and  O t h e r  Assets 
Good w i 11 
Intangibles, net 
Ilniealized gains on mark-to-malket and hedging transactions 
Other 

Total investments and other assets 
Property,  Plant and Equipment  
cos t  
Less accumulated depreciation and amortization 

Net property, plant and equipment 
Regulatory Assets and  Deferred Debits 
Deferred debt expense 
Regulatory assets related to income taxes 
Other 

Total regulatory assets and deferred debits 
Total  Assets 

See Notes to Consolidated Financial Statements 

19 

$ 127 $ 2 1  
563 303 
268 180 

29 51 
141 336 

1,134 897 
- --- 
- -- 

1,598 2,360 
332 403 

7 11 
79 65  

2,016 2,845 
-.- - 
-- -- 

10,243 10,047 
2,319 2,277 
1,864 7,770 
- -- 
-- -. 

24 23 
83 103 

390 45 1 
497 577 

$11,511 $12,089 

-- 
-- -- 
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DUKE ENERGY OHIO, INC 
CONSOLlDATED BALANCE SHEETS-(Continued) 
(In millions, except sha re  and  per -share  amounts )  

December 31, 
2009 2008 -- 

LIABILITIES AND COMMON STOCKHOLDER'S EQUITY 
C u r r e n t  Liabil i t ies 
Accounts payable 
Notes payable 
Taxes accrued 
Interest accrued 
Current maturities of long-term debt 
Unrcalizcd losses on mal k-to-markct and hcdging transactions 
Other 

Total current liabilities 
Long-term Debt 
Defer red  Credi ts  and  O t h e r  Liabil i t ies 
Deferred income taxes 
Investment tax credits 
Accrued pension and other post-xetirenient benefit costs 
Unrealized losses on mark-to-market and hedging transactions 
Assct rctircincnt obligations 
Other 

Total deferred credits and other liabilities 
C o m  m i t m en t s  a n d  Con t i 11 gen cie s 
C o n ~ n ~ o n  Stockholder 's  Equi ty  
Corninon Stock, $8 50 par value, 120,000,000 shares authorized; 89,663,086 shares outstanding at December 31, 2009 and 

Additional paid-in capital 
Retained (deficit) earnings 
Accumulated other coinprchensivc loss 

2008 

Total coininon stockholder's equity 
Total  Liabil i t ies and  Common Stockholder's Equi ty  

$ 512 $ 511 
__ 343 
152 134 

26 24 
19 2 1  
11 47 

1 1 1  93  
837 1.179 
- "- 

-~ 
2,573 1,856 -- 
1,511 1,619 

1 1  14 
249 406 

17 1 5  
36 33  

313 291 
2,203 2.384 
- -- 

1 6 2  762 
5,570 5,570 
(405) 38 1 

(29) (43) 
5,898 6,670 

$11.511 $12.089 
. _ _ _ _ -  - -  

See Notes to Consolidated Financial Statements 
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- - 1 ~  

DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In millions) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net (loss) income 
Adjustments to reconcile net (loss) income to net cash provided by operating activities: 

Depreciation and amortization 
Extraordinary item, net of tax 
(Gains) losses on sales of other assets and other, net 
Impairment of goodwill and other impairment charges 
Deferred income taxes 
Accrued pension and other post-retirement benefit costs 
Contributions to qualified pension plans 
(Increase) decrease in 

Net realized and unrealizcd mark-to-markct and hedging transactions 
Receivables 
Inventory 
Other currcnt asscts 

Increase (decrease) in 
Accounts payable 
Taxes accrued 
Other current liabilities 

Other assets 
Other liabilities 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital cxpciiditurcs 
Net proceeds from the sales of other assets 
Purchases of emission allowances 
Salcs of emission allowances 
Notes due from affiliate, net 
Change in restricted cash 
Othet 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Issuance of long-term debt 
Redemption of long-term debt 
Notes payable and coinniercial paper 
Notes payablc to affiliatc, nct 
Capital contribution from parent 
Dividends to parent 
Other 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

Supplemental Disclosures 
Cash paid for interest, net of amount capitalized 
Cash paid for income taxes 
Significant non-cash transactions: 

Purchase accounting adjustments 
Accrued capital expenditures 

See Notes to Consolidated Financial Statements 
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Years Ended Decembcr 31, 
2 0 0 9  2008 2007 - - _ _  

$(426) $ 354 $ 264 

386 412 395 
(67) - 

(12) (59) 8 
- 

- 769 82 
102 53 18  

13 4 37 
(210) - (92) 

8 (112) 176 
18 (43) (144) 

(15) 9 1 
25 19 156 
2 4  ( 5 5 )  - (89) - -  

693 547 748 - - -  

2 

100 
27 

$ 127 - $ 27 - $ 33 - 
$ 112 $ 91 $ 91 
$ 2 $ I87 $ 159 

$ - $ - $ (14) 
$ 64  $ 81 $ 6 2  
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DIJICE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY AND COMPREHENSIVE INCOME (LOSS) 

(In millions) 

Accumulated Other 
Comprehensive Inconie 

(Loss) 
Net Giiins Pensioii arid 

Balance a t  December 31,2006 
Net income 
Other coinprehensive incoine 

Cash flow hedges(*) 
Net actuarial gaincb) 
Total comprehensive incoine 

Capital contribution from parent 
Push-down accounting adjustments 
Adoption of pension and OPEB funded status 

Dividends to Cinergy Corp. 
B ~ ~ I I C C  a t  December 31, 2007 

accounting standard 

Net income 
Other comprehensive income 

Cash flow hcdgcs@) 
Pension and OPEB related adjustments to 

Total coinprchcnsivc income 
AOCIk) 

Dividends to Cinergy Corp. 
Balance a t  December 31, 2008 

Net loss 
Other coniprehensive loss 

Cash flow hedgest.) 
Pension and OPEB related adjustments to 

Total comprehensive loss 
AOCIW 

Dividends to Cinergy Corp. 
Balance a t  December 31, 2009 

Common 
Stock 

$ 762 
- 

- 
- 

- 
- 

- 
I_ 

Additional 
Paid-in 
Capital 

$ 5,601 
__ 

- 
- 

29 
(14) 

- 
(46) 

Retained 
Earnings (Deficitr 
$ 5 5  

264 

(3)  
(89) 

(Losses) on 
Cash Flow 

Hedges 

(36) 
__ 

4 
- 

__ 
- 

__ 
__ 

OPEB Related 
Adjustnicnts 

to AOCI 

$ (2) 

- 
1 1  

$ 5,570 
- 

- 

__ 

- 
$ 5.570 

$ 227 
354 

(200) 
$ 381 

(a) 
(b) 
(c) 

Nct of $8 tax cxpcnse i n  2009, $10 tax cxpcnsc in 2008 and $ 3  tax cxpcnsc in 2007 
Net of $5 tax expense in 2007. 
Net of $1  tax benefit i n  2009 and $19 tax benefit in 2008. 

See Notes to Consolidated Financial Statements 
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t0t51 
$6,380 

264 

4 
1 1  

279 

29  

- 

- 

(14) 

(5) 
(135) 

$6,534 
354 

1 7  

.- 
- 

(35) 

(200) 

336 

$6,670 - 
(426) 

16 

( 2) 
(4  12) 

(360) 
$5,898 - 
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DUKE ENERGY OHIO, INC 
Notes T o  Consol idated Financial  Statements  

F o r  the  Years  Ended December 31,2009,2008 and 2007 

1. S u m m a r y  of Significant Account ing Policies 

a wholly-owned subsidiary of Cinergy Corp (Cincrgy). Cincrgy is a wholly-owncd subsidiary of Dultc Energy Corporation (Dukc Encrgy). Dultc Energy 
Ohio is a combination electric and gas public utility company that provides service in the southwestern portion of Ohio and through its wholly-owned 
subsidiary, Duke Energy Kentucky, Inc. (Duke Energy Kentucky), in nearby areas of Kentucky, as well as electric generation in parts of Ohio, Illinois, 
Indiana and Pennsylvania. Duke Energy Ohio’s piincipal lines of business include generation, transmission and distribution of electricity as well as tlie 
sale of and/or transportation of natural gas. Duke Energy Kentucky’s principal lines of business include generation, transmission and distribution of 
electricity, as well as the sale of and/or transportation of natural gas Except where separately noted, references to Duke Energy Ohio herein relate to 
tlie consolidated operations of Duke Energy Ohio, including Duke Energy Kentucky See Note 2 for further information on Duke Energy Ohio’s 
operations and its reportable business segments 

Nature  of Operat ions a n d  Basis of Consol idat ion.  Duke Energy Ohio, Inc. (Duke Energy Ohio), an Ohio corporation organized in 1837, is 

These Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of Duke Energy Ohio 
and all majority-owncd subsidiarics wlicrc Dultc Eiicrgy Ohio has control, as well as Dultc Encrgy Ohio’s proportionatc sliarc of ccrtain gcncration and 
transmission facilities in Ohio, Kentucky and Indiana 

Use of Estimates. To conform to generally accepted accounting principles (GAAP) in  the United States, management nialtes estimates and 
assumptions that affect tlie amounts reported i n  tlie Consolidated Financial Statements and Notes. Although these estimates are based on management’s 
best available information at the time, actual results could differ. 

Reapplication of Regulatory Accounting T r e a t m e n t  to  Port ions of Generat ion in Oliio. Dukc Encrgy Ohio’s genciation operations 
within its Commercial Power business segment include generation assets located in Ohio that are dedicated to serve Ohio native load customers. These 
assets, as excess capacity allows, also generate revenues through sales outside the native load customer base, and such revenue is termed non-native. 

Prior to December 17, 2008, Duke Energy Oliio’s Commercial Power business segment did not apply regulatory accounting treatment to any of 
its operations due to the comprehensive electric deregulation legislation passed by the state of Ohio in 1999. As described further below, effective 
December 17, 2008, the Public Utilities Commission of Ohio (PUCO) approved Duke Energy Ohio’s Electric Security Plan (ESP), which resulted in tlie 
reapplication of regulatory accounting treatment to certain portions of Commercial Power’s operations as of that date. 

From January 1,2005, through December 3 1, 2008, Duke Energy Ohio, including its Commercial Power business segment, operated under a Rate 
Stabilization Plan (RSP), which was a market-based standard service offer. See “Cost..Bascd Regulation” section below for further information on the 
RSP and the market-based standard service offer. Although the RSP contained certain trackers that enhanced tlie potential for cost recovery, there was 
no assurance of stranded cost recovery upon tlie expiration of tlie RSP on December 3 I ,  2008, since it was initially anticipated that there would be a 
move to full competitive markets upon tlie expiration of the RSP. Accordingly, Duke Energy Ohio’s Commercial Power business segment did not apply 
regulatory accounting treatment to any of its generation operations prior to December 17, 2008. As discussed further in Note 4, in April 2008, new 
legislation Ohio Senate Bill 221 (SB 221) was passed in Ohio and signed by the Governor of Ohio on May 1 ,  2008. The new law codified tlie PUCO’s 
authority to approve an electric utility’s standard service offer either through an ESP or a Marlcet Rate Option (MRO). Tlie MRO is a price determined 
tlirougli a competitive bidding process On July 3 1, 2008, Duke Energy Ohio filed an ESP, and with certain amendments, tlie ESP was approved by tlie 
PUCO on December 17, 2008 Tlie ESP became effective on January 1, 2009. 

In connection with tlie approval of tlie ESP, Duke Energy Ohio reassessed whether Commercial Power’s generation operations met the criteria 
for regulatory accounting treatment as SB 221 substantially increased tlie PlJCO’s oversiglit authority over generation in tlie state of Ohio, including 
giving the PLJCO complete approval of generation rates and tlie establishment of an  earnings test to determine if a utility has earned significantly 
excessive earnings Duke Energy Ohio determined that certain costs and related rates (riders) of Commercial Power’s operations related to generatioil 
serving native load met tlie necessary accounting criteria for regulatory accounting treatment as SB 221 and Duke Energy Ohio’s approved ESP 
enhanced the recovery mechanism for certain costs of its generation serving native load within its Commercial Power business segment and increased 
tlie likelihood that Commercial Power’s operations will remain under a cost recovery model for certain costs for tlie remainder of tlie ESP period. 

Under the ESP, Duke Energy Ohio will bill for its native load generation via numerous riders. SB 221 and tlie ESP resulted in tlie approval of an 
enhanced recovery mechanism for certain of these riders, which includes, but is not limited to, a price-to-compare fuel and purchased power rider and 
ccrtain portions of a price-to-comparc cost of environmciital compliance ridcr. Accordingly, Dukc Energy Ohio’s Comincrcial Power business segmcnt 
began applying regulatory accounting treatment to tlie corresponding RSP riders that enhanced tlie recovery mechanism for recovery under tlie ESP on 
December 17, 2008. The remaining portions of Commercial Power’s native load generation operations, revenues from which are reflected in rate riders 
for which the ESP does not specifically allow enhanced recovery, as well as all generation operations associated with non-native customers, including 
Commercial Power’s Midwest gas-fired generation assets, continue to not apply regulatory accounting as those operations do not meet the necessary 
accounting criteria. Moreover, generation remains a competitive market in Ohio and native load customers continue to have the ability to switch to 
alternative suppliers for their electric generation service. As customers switch, there is a risk that some or all of the regulatory assets will not be 
recovered through the established riders In assessing the probability of recovery of its regulatory assets established for its native load generation 
operations, Duke Energy Ohio continues to monitor the amount of native load customers that have switched to alternative suppliers. At December 31, 
2009, management has concluded that the establislied regulatory assets are still probable of recovery even though there have been increased levels of 
customer switching. 

I’ 



Despite certain portions of the Ohio native load operations not meeting the criteria for applying regulatory accounting treatment, all of Duke 
Energy Ohio's native load operations' rates are subject to approval by the PIJCO, and thus these operations are referred to herein as Duke Energy 
Ohio's rcgulated operations. 

The reapplication of regulatory accounting treatment to certain portions of generation in Ohio on December 17, 2008, as discussed above, 
resulted in an approximate $67 million after-tax (approximately $103 million pie-tax) extraordinary gain related to mark-to-market losses previously 
recorded in earnings associated with open forward native load economic hedge contracts for fuel, purchased power and emission allowances, which the 
RSP and ESP allow to be recovered through a fuel and purchased power (FPP) rider. There were no other immediate income statement impacts on the 
date of reapplication of regulatory accounting. A corresponding regulatory asset was established for the value of these contracts. 
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DUKE ENERGY OHIO, INC. 
Notes To  Consolidated Financial Statenieats-(Contiiiued) 

Cash and Cash Equivalents. All highly liquid investments with maturities of three months or less at tlie date of acquisition are considered cash 
equivalents. 

Restricted Funds Held in Trust. At December 31, 2009 and 2008, Duke Energy Ohio had approximately $4 inillion and $10 million, 
rcspcctively, of restricted cash related priinarily to proceeds from debt issuances that are hcld in trust, priinarily for the purpose of funding future 
environmental expenditures. Restricted cash balances are reflected within both Other within Current Assets and Other within Investments and Other 
Assets on the Consolidated Balance Sheets. 

Inventory. Inventory is comprised of‘ amounts presented in the table below and is recorded priinarily using the average cost method. Inventory 
related to Duke Energy Ohio’s regulated operations is valued at historical cost consistent with ratemalting treatment. Materials and supplies are recorded 
as inventory when purchased and subsequently charged to expense or capitalized to plant when installed. Inventory related to Duke Energy Ohio’s non.. 
regulated operations is valued at the lower of cost or market. 

Currtporr err fs u f Zri veri fury 

Inventory 
Coal held for electric generation 
Materials and supplies 
Gas held in storage 

Total Inventory 

December 31. 
2009 2008 

(in millions) 

$102 $ 89 
104 88  

- -  

62 3 
$268 $180 
- -  

Effective November 1, 2008, Duke Energy Ohio and Duke Energy Kentucky executed agrcenients with a third party to transfer title of natural 
gas inventory purchased by Duke Energy Ohio and Duke Energy Kentucky to tlie third party. Under the agreements, the gas inventory was stored and 
inanaged for Duke Energy Ohio atid Duke Energy Kentucky and was delivered on demand. As a result of the agreements, the combined natural gas 
inventory of approxiniately $81 inillion being held by a third party as of December 31, 2008, was classified as Othcr within Current Asscts on the 
Consolidated Balance Sheets. At December 31, 2008, this balance exceeded 5% of total current assets. 

The gas storage agreements noted above expired October 31, 2009. Effective November 1,2009, Duke Energy Ohio and Duke Energy Kentucky 
executed agreements with a different third party. Under the new agreements, the gas inventory will be stored and managed for Duke Energy Ohio and 
Duke Energy Kentucky and will be delivered on demand. However, title of the natural gas inventory remains with Duke Energy Ohio and Duke Energy 
Kentucky. The new gas storage agreements will expire on October 31, 201 1.  

Cost-Based Regulation. Duke Energy Ohio accounts for certain of its regulated operations in accordance with applicable regulatory accounting 
guidance. The economic effects of regulation can result in a regulated company recording assets for costs that have been or are expected to be approved 
for recovery from customers in a future period or recording liabilities for amounts that are expected to be returned to customers in  the rate-setting 
process in a period different from tlie period in which the amounts would be recorded by an unregulated enterprise. Accordingly, Duke Energy Ohio 
records assets and liab es that result from tlie regulated ratemaking process that would not be recorded under GAAP for non-regulated entities. 
Regulatory assets and liabilities are amortized consistent with the treatment of the related costs in  the ra temking process. Management continually 
assesses wliether regulatory assets are probable of future recovery by considering factors such as applicable regulatory changes, recent rate orders 
applicable to other regulated entities and the status of any pending or potential deregulation legislation. Additionally, management continually assesses 
whether any regulatory liabilities have been incurred. Based on this continual assessment, management believes tlie existing regul 
probable of recovery and that no regulatory liabilities, other than those recorded, have been incurred. These regulatory assets and 
classified in  the Consolidated Balance Sheets as Regulatory Assets and Deferred Debits, and Deferred Credits and Other Liabilities. Duke Energy Ohio 
periodically evaluates the applicability of regulatory accounting treatment, and considers factors such as regulatory changes and the iinpact of 
competition. If cost-based rcgulation ends or competition increases, Duke Energy Ohio may have to reduce its asset balances to reflect a market basis 
less than cost and write off the associated regulatory assets and liabilities. For further information see Note 4. 

In order to apply regulatory accounting treatment and record regulatory assets and liabilities, certain criteria must be met. Management makes 
significant judgments in determining whether the criteria are met for its operations, including determining whether revenue rates for services provided to 
customers are subject to approval by an independent, third-party regulator, whether the regulated rates are designed to recover specific costs of 
providing the regulated service, and a determination of whether, in view of the demand for the regulated services and the level of competition, it is 
reasonable to assunie that rates set at levels that will recover tlie operations’ costs can be charged to and collected froin customers. This final criterion 
requires consideration of anticipated changes in levels of demand or competition, direct and indirect, during the recovery period for any capitalized 
costs. If facts and circumstances change so that a portion of Duke Energy Ohio’s regulated operations meet all of the scope criteria set forth in 
regulatory accounting guidaiice when such criteria had not been previously met, regulatory accounting treatment would be reapplied to all or a separablc 
portion of the operations. Such reapplication includes adjusting the balance sheet for amounts that meet the definition of a regulatory asset or 
regulatory liability Refer to the above section titled, “Reapplication of Regulatory Accoimting Treatment to Portions of Generation in  Ohio ” 



Energy Purchases and Fuel Costs. A cost tracking recovery mechanism is used to recover costs of retail fuel and emission allowances that 
exceed the amount originally included in the ratcs frozen in the Duke Energy Ohio transition plan. Also, Duke Energy Ohio began utilizing a tracking 
mechanism approved by the PUCO for the recovery of system reliability capacity costs related to certain specified purchases of power. 

Goodwill. Duke Energy Ohio performs an annual goodwill impairment test as of August 3 1 each year and updates the test between annual tests if 
cvciits or c i r c ~ ~ n ~ t a n c c s  occur that would inorc likcly than not rcducc the fair valuc of a reporting unit bclow its carrying valuc. 
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DUKE ENERGY OHIO, INC. 
Notes To Consol idated Financial  Statements-(Continued)  

Duke Energy Ohio performs tlie annual review for goodwill impairment at tlie reporting unit level, wliicli Duke Energy Ohio has determined to be 
an opcrating scgmcnt. 

Tlie annual test of tlie potential impairment of goodwill requires a two step process. Step one of tlie inipairment test involves comparing the 
estimated fair values of reporting units with their aggregate carrying values, including goodwill. If tlie carrying aiiiount of a reporting unit exceeds tlie 
reporting unit’s fair value, step two niust be performed to determine the amount, if any, of tlie goodwill impairment loss. If the carrying amount is less 
than fair value, further testing of goodwill impairment is not performed. 

Step two of tlic goodwill impairment tcst involvcs comparing tlic iiiiplicd fair valuc of tlie reporting unit’s goodwill against tlic carrying value of 
tlie goodwill. Under step two, determining tlie implied fair value of goodwill requires the valuation of a reporting unit’s identifiable tangible and 
intangible assets and liabilities as if tlie reporting unit had been acquired in a business combination on tlie testing date. The difference between the fair 
value of the entire reporting unit as determined i n  step one and the net fair value of all identifiable assets and liab 
of goodwill. Tlie goodwill impairment charge, if any, would be the difference between the carrying amount of goodwill and the implied fair value of 
goodwill upon tlie completion of step two. 

es represents tlie implied fair valuc 

For purposes of tlie step one analyses, determination of reporting units’ fair value is typically based on a coinbiiiation of the income approach, 
which estimates tlie fair value of Duke Energy’s reporting units based on discounted future cash flows, and the market approach, which estimates the fair 
value of Duke Energy’s reporting units based on market comparables within the utility and energy industries. 

See Note 10 for further information, including discussion of an approximate $727 million goodwill impairment charge during tlie year ended 
December 3 I ,  2009. 

Long-Lived Asset Impairments .  Dukc Eiicrgy cvaluatcs whcthcr long-lived asscts, excluding goodwill, liavc bccn iinpaircd wlicn circuinstanccs 
indicate tlie carrying value of those assets may not be recoverable. For such long-lived assets, an impairment exists when its carrying value exceeds tlie 
sum of estimates of the undiscounted cash flows expected to result from tlie use and eventual disposition of tlie asset. When alternative couises of 
action to rccovcr tlic carrying amount of a long-livcd asset arc under considcration, a probability-wciglitcd approach is uscd for devcloping cstiinatcs of 
future undiscounted cash flows. If tlie carrying value of the long-lived asset is not recoverable based on these estimated future undiscounted cash flows, 
tlie impairment loss is measured as tlie excess of the carrying value of the asset over its fair value, such that the asset’s carrying value is adjusted to its 
estimated fair value. 

Management assesses the fair value of long-lived assets using commonly accepted techniques, and may use more than one source. Sources to 
determine fair value include, but are not limited to, recent third party comparable sales, internally developed discounted cash flow analysis and analysis 
froin outside advisors. Significant changes in market conditions resulting from events such as, among others, changes in commodity prices or the 
condition of an asset, or a change i n  tnanageinent’s intent to utilize the asset are generally viewed by management as triggering events to re-assess the 
cash flows related to the long-lived assets 

See Note 10 for further information related to a long-lived asset impairment charge recorded during the year ended December 31, 2009 

Property, Plant  and  Equipment. Property, plant and equipment are stated at tlie lower of historical cost less accumulated depreciation 01’ fair 
valuc, if impaircd. For rcgulatcd opcrations, Dukc Encrgy Ohio capitalizes all construction-rclatcd dircct labor aiid matcrial costs, as wcll as indircct 
construction costs. Indirect costs include general engineering, taxes and tlie cost of funds used during construction (see “Allowance for Funds Used 
During Construction (AFUDC) and Interest Capitalized,” discussed below). The cost of renewals and betterments that extend the useful life of property, 
plant and cquipmcnt arc also capitalized. Tlic cost of repairs, rcplaccments and major maintcnance projects, which do not extend tlic uscful life or 
increase the expected output of the asset, is expensed as incurred. Depreciation is generally computed over the asset’s estimated useful life using the 
composite straight-line method. The composite weighted-average depreciation rates were 3.8% for 2009, 2.6% for 2008 and 2.6% for 2007. 
Depreciation studies are conducted periodically to update tlie composite rates and are approved by tlie PUCO and the Kentucky Public Service 
Cominission (KPSC) 

When Dulce Energy Ohio retires its regulated propeity, plant aiid equipment, it charges the original cost plus tlic cost of retirement, less salvage 
value, to accumulated depreciation. When i t  sells entire regulated operating units, or retires or sells non-regulated properties, tlie cost is removed from 
tlie property account and tlie related accumulated depreciation and amortization accounts are reduced. Any gain or  loss is recorded in earnings, unless 
otherwise required by the applicable regulatory body 

See Note 13 for further information on tlie components and estimated useful lives of Duke Energy Ohio’s property, plant and equipment balance. 

Allowance for  Funds  Used Dur ing  Construct ion a n d  Interest  Capitalized. In accordance with applicable regulatory accounting guidance, 
Dukc Energy Ohio (primarily Dukc Energy Ohio transmission and distribution and Dukc Energy Kcntucky) records AFUDC, which rcprcscnts tlic 
estimated debt and equity costs of capital funds necessary to finance the construction of new regulated facilities. Both tlie debt and equity components 
of AFUDC are non-cash amounts within the Consolidated Statements of Operations. AFUDC is capitalized as a component of the cost of Property, 
Plant and Equipment, with an offsctting credit to Other Incomc and Expcnscs, iict on tlic Consolidatcd Statcnicnts of Operations for tlic cquity 
component and as an offset to Interest Expense on the Consolidated Statements of Operations for the debt component. After construction is 
completed, Duke Energy Ohio is permitted to recover these costs through inclusion in the rate base and tlie corresponding depreciation expense. 

I’ I ’-” 



AFUDC equity is recorded in the Consolidated Statements of Operations on an after-tax basis and is a permanent difference item for income tax 
purposes (Le. a permanent difference between financial statement and income tax reporting), thus reducing Duke Energy Ohio's income tax expense and 
effective tax rate during the construction phase in which AFIJDC equity is being recorded. The effective tax rate is subsequently increased i n  future 
periods when the completed property, plant and equipment is placed in service and depreciation of the AFUDC equity commences 

For the majority of Conimercial Power's operations, interest is capitalized during the construction phase i n  accordance with the applicable 
accounting guidance. 

Asset Retirement Obligations. Duke Energy Ohio recognizes asset retirement obligations for legal obligations associated with the retirement 
of long-lived assets that result from the acquisition, construction, development and/or normal use of the asset, and for conditional asset retirement 
obligations. The term conditional asset retirement obligation refers to a legal obligation to perform an asset retirement activity in which the timing and 
(or) method of settlement are conditional on a future event that m y  or may not be within the control of the entity. Tlie obligation to perform the 
assct retirement activity is unconditional cvcn though unccrtainty cxists about the timing and (or) method of settlcmcnt. Thus, the timing and (or) 
method of settlement may be conditional on a future event. When recording an asset retirement obligation, the present value of the projected liability 
is recognized in the period in which it is incurred, if a reasonable estimate offair value can be made. The present value of the liability is added to the 
carrying amount of thc associatcd asset. This additional carrying amount is 
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then depreciated over the estimated useful life of the asset. See Note 7 for fiirther information regarding Duke Energy Ohio's asset retirement 
obligations. 

Unamortized Debt Premium, Discount and Expense. Premiums, discounts and expenses incurred with the issuance of outstanding long-term 
debt are amortized over the t e r m  of the debt issues. Any call premiums or unamortized expenses associated with refinancing higher-cost debt 
obligations to finance regulated assets and operations are amortized consistent with regulatory treatment of those items, where appropriate. The 
amortization expense is recorded as a component of Interest Expense in the Consolidated Statements of Operations and is reflected as Depreciation and 
an~ortization wilhin Net cash provided by operating activities on the Consolidated Statements of Cash Flows. 

Loss Contingencies and Environmental Liabilities. Duke Energy Ohio is involved in certain legal and environmental matters that arise i n  
the normal course of business. Contingent losses are recorded when it is determined that it is probable that a loss Itas occurred and tlie amount of the 
loss can bc rcasonably cstimated. When a rangc of the probablc loss cxists and no amount within thc rangc is a better cstiinatc than any othcr amount, 
Duke Energy Ohio records a loss contingency at the minimum amount in the range Unless otherwise required by GAAP, legal fees are expensed as 
incurred. 

Environmental liabilities are recorded on an undiscounted basis when the necessity for environmental remediation becomes probable and the costs 
can be reasonably estimated, or when other potential environmental liab 
environmental expenditures related to conditions caused by past operations that do not generate current or future revenues. Certain environmental 
expenses receive regulatory accounting treatment, under which the expenses are recorded as regulatory assets. Environmental expenditures related to 
operations that generate current or future revenues are expensed or capitalized, as appropriate. 

es are reasonably estimable and probable. Duke Energy Ohio expenses 

Sce Note 15 for furtlicr information 

Pension and Other Post-Retirement Benefit Plans. Duke Energy Ohio participates in qualified, non-qualified and other post-retirement 
benefit plans. See Note 16 for information related to Duke Energy Ohio's benefit plans, including certain accounting policies associated with these 
plans. 

Severance and Special Termination Benefits. Duke Energy has an ongoing severance plan under which, in general, the longer a terminated 
employee worked prior to termination the greater the amount of severance benefits. Duke Energy Ohio records a liability for involuntaiy severance 
once an involuntary Severance plan is committed to by management, or sooner, if involuntary severances are probable and the related severance 
benefits can be reasonably estimated. For involuntary severance benefits that are iiicreinental to Duke Eneigy's ongoing severance plan benefits, Duke 
Energy Ohio measures the obligation and records the expense at its fair value at the communication date if there are no future service requirements, or, 
if future service is required to receive the termination benefit, ratably over the service period. From time to time, Duke Energy offers special 
termination benefits under voluntary severance programs. Special termination benefits are measured upon employee acceptance and recorded 
immediately absent a significant retention period. If a significant retention period exists, the cost of the special termination benefits are recorded 
ratably over the remaining service periods of the affected employees Employee acceptance of voluntary severance benefits is determined by 
management based on the facts and circumstances of the special terinination benefits being offered. 

Revenue Recognition and IJobilled Revenue. Revenues on sales of electricity and gas arc recognized whcn eithcr thc scrvice is providcd or 
the product is delivered. Operating revenues include unbilled electric and gas revenues earned when service has been delivered but not billed by the end of 
the accounting period, Unbilled retail revenues are estimated by applying an average revenue per kilowatt-hour (kWh) or per thousand cubic feet (Mcf) 
for all customer classes to the number of estimated kWb or Mcfs delivered but not billed. Unbilled wholesale energy revenues are calculated by applying 
the contractual rate per megawatt-hour (MWh) to the number of estimated MWh delivered but not yet billed. Unbilled wholesale demand revenues are 
calculated by applying the contractual rate per megawatt (MW) to the MW volume delivered but not yet billed. The amount of unbilled revenues can 
vary significantly from period to period as a result of factors, including seasonality, weather, customer usage patterns and customer mix. Unbilled 
revenues, which are primarily recorded as Receivables on the Consolidated Balance Sheets and exclude receivables sold to Cinergy Receivables Company, 
LLC (Cinergy Receivables), primarily related to wholesale sales at  Commercial Power and were approximately $23 million and $41 million at 
December 31, 2009 and 2008, respectively. Additionally, Duke Energy Ohio, and Duke Energy Kentucky sell, on a revolving basis, nearly all of their 
retail accounts rcceivablc and rclatcd collections to Cinergy Rcccivablcs, a bankruptcy rcmotc, special purpose entity that is wholly-owncd limited 
liability company of Cinergy. The securitization transaction was structured to meet the criteria for sale accounting treatment under the accounting 
guidance for transfers and servicing of financial assets and, accordingly, the transfers of receivables are accounted for as sales. Receivables for unbilled 
retail rcvcnucs of approximately $126 million and $149 million at Deccmbcr 31, 2009 and 2008, rcspcctivcly, wcrc includcd i n  the sales of accounts 
receivables to Cinergy Receivables See Note 12 for additional information regarding Cinergy Receivables. 

Accounting for Risk Management, Hedging Activities and Financial Instruments. Duke Energy Ohio may use a number of different 
derivative and non-derivative instruments in connection with its commodity price and interest rate risk management activities, including swaps, futures, 
forwards and options. All derivative instruments not designated as hedges and not qualifying for the normal purchasehormal sale (NPNS) exception 
within the accounting guidance for derivatives are recorded on the Consolidated Balance Sheets at their fair value. Duke Energy may designate qualifying 
derivative instruments as either cash flow hedges or fair value hedges, while others either have not been designated as hedges or do not qualify as a hedge 
(hereinafter referred to as undesignated contracts). 

For all contracts accounted for as a hedge, Duke Energy Ohio prepares formal documentation of the hedge in accordance with tlie accounting 
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guidance for derivatives. In addition, at inception and at least every three months thereafter, Duke Energy Ohio formally assesses whether the hedge 
contract is highly cffcctive in offscttiiig cliangcs in cash flows or fair values of hcdgcd itcms. Dultc Encrgy Ohio docuiiicnts hcdging activity by 
transaction type (futures/swaps) and risk managcment strategy (commodity price risldinterest rate risk) 

See Note 8 for additional information and disclosures regarding risk management activities and derivative transactioiis and balances. 

Accounting For Purchases and Sales of Eniission Allowances. Emission allowances are issued by the Environmental Protection Agency 
(EPA) at zero cost and permit the holder of the allowance to emit certain gaseous by-products of fossil firel combustion, including sulfur dioxide (SO 2 )  

and nitrogen oxide (NO,). Allowances may also bc bought and sold via third party transactions or consumcd as thc ciiiissions arc gcncrated. Allowaiiccs 
allocated to or acquired by Duke Energy Ohio are held primarily for consumption. Duke Energy Ohio 

26 



Table of Contents 

PART I 1  

DUKE ENERGY OHIO, INC 
Notes To Consol idated Financial Statements-(Continued)  

records cmission allowanccs as Intangiblc Asscts on its Consolidatcd Balance Shccts at cost and rccognizcs tlic allowances in camings as tlicy arc 
consumed or sold. Gains or losses on sales of emission allowances by regulated businesses that do not provide for direct recovery through a cost tracking 
mechanism and non-regulated businesses are presented on a net basis in Gains (Losses) on Sales of Otlier Assets and Other, net, in tlie accompanying 
Consolidated Statements of Operations. Purchases and sales of emission allowances are presented gross as investing activities on the Consolidated 
Statements of Cash Flows. See Note 10 for discussion regarding the impairment of the carrying value of certain emission allowances in 2008. 

Income Taxes. Duke Energy Ohio entered into a tax sliming agreement with Duke Energy, where tlic separate return method is used to allocate 
tax cxpciiscs and bciicfits to the subsidiarics whose invcstmcnts or rcsults of opcrations providc thcsc tax cxpcnscs or bcncfits. Tlic accounting for 
income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohio were a separate company filing its own 
federal tax retuin as a C-Corporation. The current tax sharing agreement Duke Energy Ohio lias with Duke Energy is substantially tlie same as the tax 
sharing agrccincnt betwecn Dukc Encrgy Ohio and Ciiicrgy prior to tlic nicrgcr. Dcfcrrcd incomc taxes have bccn providcd for tcmpoiary diffcrcnccs 
between the GAAP and tax carrying amounts of assets and liab 
Investment tax credits (ITC) associated with regulated operations ale deferred and are amortized as a reduction of income tax expense over tlie 
estimated useful lives of tlie related properties. 

es. These differences create taxable or tax-deductible amounts for future periods. 

Duke Energy Ohio records tax benefits for uncertain positions taken or expected to be taken on tax returns, including tlie decision to exclude 
certain income or transactions from a return, when a inore-likely-than-not threshold is met for a tax position and management believes that the 
position will bc sustained upon cxamination by tlic taxing autlioritics. Management cvaluatcs cacli position based solcly on tlic tcchnical mcrits and 
facts and circumstallces of tlie position, assuming the position will be examined by a taxing authority having full knowledge of all relevant information. 
Dulte Energy Ohio records the largest amount of tlie uncertain tax benefit that is greater than 50% likely of being realized upon settlement or effective 
scttlcmcnt. Managcmcnt considcrs a tax position cffcctivcly scttlcd for tlic purposc of recognizing prcviously unrccognizcd tax bcncfits when tlic 
following conditions exist: (i) tlie taxing authority lias completed its examination procedures, including all appeals and administrative reviews that tlie 
taxing authority is required and expected to perform for the tax positions, (ii) Dulre Energy Ohio docs not intend to appeal or litigate any aspect of tlie 
tax position included i n  tlie coniplcted examination, and (iii) it is remote that the taxing authority would examine or reexamine any aspect of the tax 
position. See Note 6 for further information. 

Duke Energy Ohio records, as it relates to taxes, interest expense as Interest Expense and interest income and penalties in Other Income and 
Expcnscs, nct, in  tlic Consolidatcd Statcmcnts of Operations. 

Excise Taxes. Certain excise taxes levied by state or local governments are collected by Duke Energy Ohio from its customers. These taxes, 
which are required to be paid regardless of Duke Energy Ohio’s ability to collect from the customer, arc accounted for on a gross basis. When Duke 
Energy Ohio acts as an agent, and the tax is not required to be remitted if it is not collected from tlie customer, the taxes are accounted for on a net 
basis. Duke Energy Ohio’s excise taxes accounted for on a gross basis and recorded as operating revenues in tlie accompanying Consolidated Statements 
of Operations were approximately $1 17 million, $121 million and $1 19 million for the years ended December 31, 2009, 2008 and 2007, respectively. 

New Accounting Standards.  The following new accounting standards were adopted by Duke Energy Ohio during the year ended December 3 1 ,  
2009 and tlie impact of such adoption, if applicable, lias been presented in tlie accompanying Consolidated Financial Statements: 

Firiaricial Accouritiirg Starrdards Board ‘,r (FASB) Accoriritirig Startdards Codijicatiort (ASC) 10.5-Geirerally Accepted Accoriritirig Priiiciplcs 
(ASC /OS). In June 2009, tlie FASB amended ASC 105 for the ASC, which identifies tlie sources of accounting principles and tlie framework for 
selecting the principles used in tlie preparation of financial statements of nongovernmental entities that are presented in conformity with GAAP. Rules 
and interpretive releases of tlie Securities and Exchange Commission (SEC) under authority of federal securities laws are also sources of authoritative 
GAAP. On the effective date of the changes to ASC 105, which was for financial statements issued for interim and annual periods ending after 
September 15, 2009, the ASC supersedes all then-existing lion-SEC accounting and reporting standards. Under the ASC, all of its content carries the 
same level of authority and tlie GAAP hierarchy includes only two levels of GAAP: authoritative and noii-authoritative. While tlie adoption of tlie 
ASC did not have an impact on the accounting followed in Duke Energy Ohio’s consolidated financial statements, the ASC impacted the references to 
authoritative and non-authoritative accounting literature contained within the Notes. 

ASC 8O..-Brr,siriess Corribiimtiorrs (ASC 80.7). In December 2007, tlie FASB issued revised guidance related to the accounting for business 
combinations. This revised guidance retained the fundamental requirement that tlie acquisition method of accounting be used for all business 
combinations and that an acquirer be identified for each business combination. This statement also established principles and requirements for how an 
acquirer recognizes and measures in its financial statements the identifiable assets acquired, tlie liabilities assumed, any noncontrolling (minority) 
interests in an acquiree, and any goodwill acquired in a business combination or gain recognized from a bargain purchase. For Duke Energy Ohio, this 
revised guidance is applied prospectively to business combinations for which tlie acquisition date occurred on or after January 1, 2009. Tlic impact to 
Duke Energy Ohio of applying this revised guidance for periods subsequent to inipleinentation will he dependent upon the nature of any transactions 
within the scope of ASC 805. The revised guidance of ASC 805 changed the accounting for income taxes related to prior business combinations, such as 
Duke Energy’s merger with Cinergy. Effective January 1, 2009, the resolution of any tax contingencies relating to Cinergy that existed as of the date 
of the mcrgcr arc required to be rcflcctcd in thc Consolidatcd Statements of Operations instcad of bcing rcflcctcd as an adjustment to the purcliasc pricc 
via an adjustment to goodwill 

ASC 8/5-Der.ivatives and Hedging (ASC 815) In March 2008, tlie FASB amended and expanded tlie disclosure requirements for derivative 



instruments and hedging activities required under ASC 8 15.  The amendments to ASC 8 15 requires qualitative disclosures about objectives and strategies 
for using derivatives, voluinetric data, quantitative disclosures about fair value amounts of and gains and losses on derivative instruments, and disclosures 
about credit-risk-related contingent features in derivative agreements. Duke Energy Ohio adopted these disclosure requirements as of January 1, 2009 
The adoption of the amendments to ASC 8 15 did not have any impact on Duke Energy Ohio's consolidated results of operations, cash flows or 
financial position. See Note 8 for the disclosures required under ASC 8 15. 

The following new accounting standards were adopted by Duke Energy Ohio during the year ended December 3 I ,  2008 and the impact of such 
adoption, if applicable, has been presented in the accompanying Consolidated Financial Statements: 

ASC 820-Fuir Vuliie Measrtreiiieirts ui7d Disclosiires (ASC 820) Refer to Note 9 for required fair value disclosure 

ASC 825-Fiiiaiicial Iiistritiiieii/s (ASC 82.5) ASC 825 permits, but does not require, entities to elect to measure many financial instruments and 
certain other items at fair valuc SCC Note 9. 
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The following new accounting standards were adopted by Duke Energy Ohio during the year ended December 3 1, 2007 and the impact of such 
adoption, if applicablc, has bccn prcsented i n  thc accompanying Consolidated Financial Statcmcnts: 

ASC 7/5-Corripen,sufioii-Relir.en2er1/ Benefits (ASC 7/5) . I n  Octobei, 2006, tlie FASB issued accounting rules that changed the recognition and 
disclosure provisions and measurement date requirements for an employer’s accounting for defined benefit pension and other post-retirement plans. Tlie 
recognition and disclosure provisions require an employer to (i) recognize tlie funded status of a benefit plan-measured as the difference between plan 
assets at fail, value and tlie benefit obligation-in its statement of financial position, (ii) recognize as a component of other comprehensive income, net 
of tax, the gains or losses and prior service costs or credits that arise during tlie period but are not recognized as components of net periodic benefit 
cost, and (ii) disclose in tlie notes to financial statements certain additional information. These new accounting rules did not change the amounts 
recognized in tlie income statement as net periodic benefit cost. Duke Energy Ohio recognized tlie funded status of its defined benefit pension and other 
post-retirement plans and provided tlie required additional disclosures as of December 3 1, 2006. Tlie adoption of these new accounting rules did not 
havc a matcrial impact on Dultc Energy Ohio’s consolidatcd rcsults of opcrations or cash flows. 

Under the new measurement date requirements, an employer is required to measure defined benefit plan assets and obligations as of tlie date of tlie 
employer’s fiscal year-end statement of financial position (with limited exceptions). Historically, Duke Energy Ohio measured its plan assets and 
obligations up to three months prior to the fiscal year-end, as allowed under the authoritative accounting literature. Duke Energy Ohio adopted tlie 
change in measurement date effective January 1, 2007 by renieasuring plan assets and benefit obligations as of that date, pursuant to the transition 
requirements of tlie new accounting rules. See Note 16. 

ASC 740--I/icorrie Tuxsr (ASC 740). In July 2006, tlie FASB provided new guidance on accounting for income tax positions about which Duke 
Energy Ohio lias concluded tliere is a level of uncertainty with respect to tlie recognition of a tax benefit in Duke Energy Ohio’s financial statements. 
This guidance prcscribcd tlic minimum recognition thiesliold a tax position is required to mcet. Tax positions arc dcfincd very broadly and includc not 
only tax deductions and credits but also decisions not to file in  a particular jurisdiction, as well as tlie taxability of transactions. Duke Energy Ohio 
adopted this new accounting guidance effective .January 1 ,  2007. See Note 6 for additional information. 

The following new accounting standards have been issued, but have not yet been adopted by Duke Energy Ohio as of December 31, 2009: 

ASC 860-Trnnsfirs arid Servicing In June 2009, tlie FASB issued revised accounting guidance for transfers and servicing of financial assets and 
extinguishment of liabilities, to require additional information about transfers of financial assets, including secuiitization transactions, as well as 
additional information about an enterprise’s continuing exposure to the risks related to transferred financial assets This revised accounting guidance 
eliminates tlie concept of a qtialifying special-purpose entity (QSPE) and iequires those entities which were not subject to consolidation under previous 
accounting rules to now be assessed for consolidation. I n  addition, this accounting guidance clarifies and amends tlie dcrecognition criteria for transfers 
of financial assets (including transfers of portions of financial assets) and requires additional disclosures about a transferor’s continuing involvement in  
transferred financial assets For Duke Energy Ohio, this revised accounting guidance is effective prospectively for transfers of financial assets occurring 
on or after January 1, 2010, and early adoption of this statement is prohibited. Since 2002, Duke Energy Ohio and Duke Energy Kentucky have sold, 
on a revolving basis, nearly all of their accounts receivable and related collections through Cinergy Receivables, a bankruptcy-remote QSPE. The 
securitization transaction was structured to meet tlie criteria for sale accounting treatment, and accordingly, Duke Energy Ohio and Duke Energy 
Kentucky have not consolidated Cinergy Receivables, and the transfers have been accounted for as sales. The adoption of this revised accounting 
guidance will not have a significant impact on tlic accounting trcatinent and/or financial statement prcscntation of Dukc Encrgy Ohio’s accounts 
receivable securitization programs. See Note 12 for additional inforination. 

ASC SIO-In June 2009, the FASB amended existing consolidation accounting guidance to eliminate tlie exemption from consolidation for 
QSPEs, and clarified, but did not significantly change, the criteria for determining whether an entity meets the definition of a variable interest entity 
(VIE) This revised accounting guidance also requires an enterprise to qualitatively assess the determination of the primary beneficiary of a VIE based 
on whether tliat enterprise lias both tlie power to direct matters that most significantly impact tlie activities of a VIE and tlie obligation to absorb losses 
or the riglit to receive benefits of a VIE that could potentially be significant to a VIE In addition, this revised accounting guidance modifies existing 
accounting guidance to require an ongoing evaluation of a VIE’S primary beneficiary and amends tlie types of events that trigger a reassessment of 
wlietlier an entity is a VIE. Furthermore, this revised accounting guidance requires enterprises to provide additional disclosures about tlieir involvement 
with VIEs and any significant changes in their 1 islc cxposurc due to that involvcnient. For Dukc Encrgy Ohio, this accounting guidance is cffcctive 
beginning on January 1 ,  2010, and is applicable to all entities in which Duke Energy Ohio is involved witli, including entities previously subject to 
existing accounting guidance for VIEs, as well as any QSPEs that exist as of tlie effective date. Early adoption of this revised accounting guidance is 
prohibited Duke Encrgy Ohio is currcntly evaluating the potential impact of tlic adoption of this rcvised accounting guidancc on its interests in VIES 
and is unable to estimate at this time tlie impact of adoption on its consolidated results of operations, cash flows or financial position. 

2. Business  Segments  

Duke Energy Ohio operates two business segments, Franchised Electric and Gas and Commercial Power, both of which are reportable business 
segments. There is no aggregation of operating segments within Duke Energy Ohio’s reportable business segments. Duke Energy Ohio’s management 
bclievcs thcsc rcportablc busincss scgincnts properly align the various opcrations of Dukc Encrgy Ohio with liow tlic chief operating decision inakcr 
views tlie business. Duke Energy Ohio’s chief operating decision maker regularly reviews financial information about each of these reportable business 
segments in deciding liow to allocate resources and evaluate performance. 

I I 



Franchised Electric and Gas generates, transmits, distributes and sells electricity in  southwestern Ohio and northern Kentucky. Franchised Electric 
aiid Gas also transports and sells natural gas in southwestern Ohio and northern ICentucky. It conducts operations primarily through Duke Energy Ohio 
and Duke Energy Icentucky. These electric and gas operations are subject to the rules and regulatioiis of the FERC, the PUCO and the KPSC. 
Substantially all of Franchised Electric and Gas' operations are regulated and, accordingly, these operations qualify for regulatory accounting treatment. 

Comincrcial Power owns, operatcs and inanagcs power plants and engagcs i n  thc wliolcsalc markctiiig aiid procurcincnt of electric powcr, kc1  aiid 
emission allowances related to these plants, as well as other contractual positions. Commercial Power's asset portfolio comprises approximately 7,550 
net MW and its generation assets consist of a diversified fuel mix with baseload and mid-merit coal-fired units, as well as combined cycle and peaking 
natural gas-fired units. Coinincrcial Powcr's portfolio includes thc fivc Midwcstcrii gas-fired 
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generation assets that were transferred from Duke Energy in 2006. Most of the generation asset output in  Ohio was contracted through the RSP 
through December 3 I ,  2008 Effective January 1, 2009, Coinniercial Power began operating under an ESP, which expires on December 3 1, 20 1 1. As a 
result of the approval of the ESP, certain of Commercial Power's operations reapplied regulatory accounting treatment effective December 17, 2008. 
See Notes 1 and 4 for a discussion of the reapplication of regulatory accounting treatment to certain of Commercial Power's operations, as well as for 
further discussion related to the RSP and ESP. 

The reinainder of Duke Energy Ohio's operations is presented as Other. While it is not considered a business segment, Other primarily includes 
certain allocated governance costs (see Note 11). 

Duke Energy Ohio's reportable business segments offer different products and services or operate under different competitive environments and 
are managed separately Accounting policies for Duke Energy Ohio's segments are the same as those described in Note 1 .  Management evaluates 
segment perforinance based on earnings before interest and taxes froin continuing operations (EBIT). On a segment basis, EBIT excludes discontinued 
operations and represents all profits froin continuing operations (both operating and non-operating and excluding corporate governance costs) before 
deducting interest and taxes. 

Cash, cash equivalents and short-term invcstments, if any, arc nianaged centrally by Cincrgy and Dukc Encrgy, so the associated interest and 
dividend income on those balances are excluded froin the segments' EBIT. Transactions between reportable business segments, if any, are accounted for 
on the same basis as revenues and expenses in the accompanying Consolidated Financial Statements 

Year Ended December 31 ,2009 
Franchised Electric and Gas 
Coininercial Power@) 

Other 
Eliniinations and reclassifications 
Interest expense 
Interest income and other 

Total reportable segments 

Total consolidatcd 

Year Ended December 31 ,2008 
Franchised Electric and Gas 
Commercial Power 

Other 
Eliminations and rcclassifications 
Interest expense 
Interest income and other 

Total reportable segments 

Total consolidated 

Year Ended December 31 ,2007 
Franchised Electric and Gas 
Cominercial Power 

Other 
Intercst expcnse 
Interest income and other 

Total reportable segments 

Total consolidated 

Scpmcnt EBITI 
Consolidated 
(Loss) Income Depreciation 

Inconie Tnrcs Aniortization Expenditures Assets 
Unafriliatcd Before and Capital Segment 

(in millions) 
Rcvcnucs 

$ 1,578 
1,810 
3,388 
- 

$ 3,388 

$ 294 
139 

$ 433 

$ 6,091 
5,489 

1 1,580 
4 

(7.3) 

- - $11,511 

$ 1,778 $ 291 $ 243 $ 305 $ 5,857 
1,646 301 166 260 6,249 
3,424 592 409 565 12,106 

17 
(34) 

__ _I 

- - __ __ (67) 

(94) 

__ 

- - - I_ 

- - __ --- 27 - 
458 $ 409 $ 565 $12,089 - $ 3,424 $ 

$ 1,707 $ 257 $ 228 $ 275 $ 5,530 
1,748 304 164 318 6,147 

415 $ 392 $ 593 $11,677 - $ 3,455 $ 
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(a) As discusscd furthcr in  Notc 10, during the ycar cndcd Dcccinbcr 31, 2009, Coinmcrcial Power rccordcd impairincnt chargcs of approxiinatcly 
$727 million, which consists primarily of a goodwill impairment charge associated with its non-regulated generation assets. 

All of Duke Energy Ohio's revenues are generated domestically and its long-lived assets are all in the U.S 

3 .  Sales of Other Assets 

Thc salc of othcr asscts rcsulted i n  approxiinatcly $37 million, $77 million and $29 million i n  procecds for thc ycars cndcd Dcccinbcr 31, 2009, 
2008 and 2007, respectively. Net pre-tax gains of approximately $12 million and $59 million, and net pre-tax losses of approximately $8 millioli were 
recorded for the years ended December 3 1, 2009, 2008 and 2007, respectively. These amounts are recorded in Gains (L.osses) on Sales of Other Assets 
and Other, net in the Consolidated Statements of Operations. Pre-tax gains and losses relate to Commercial Power's sales of emission allowances. 

4. Regulatory Matters 

Regrrlnroty Assers nrtd Linbiliries. Substantially all of Franchised Electric and Gas' operations and certain portions of Commercial Power's 
operations apply regulatory accounting Accordingly, these businesses record assets and liabilities that result from the regulated ratemaking process that 
would not be recordcd under GAAP for non-iegulated entities See Note 1 for further information 

Duke Energy Ohio's Regulatory Assets and Liabilities: 

Reeulator-v Assets&d 
Rcgulatory transition chargcs (RTC)@) 
Accrued pension and post-retireinent@) 
Net regulatory asset related to iiicome taxes 
Under-recovery of fucl costs (@lo) 

Manufactured gas plant environmental reserve (4 

Capital-related distribution costs(<) 
Deferred debt expenselo 
Vacation accrualcs) 
Deferred operating expense (W 

Hedge costs and other deferrals(M(n) 
Storin cost deferrals(.) 
Other(N 

Total Regulatory Assets 

Rejw[ator.v Liabilitiesa 
Removal costs(')(k) 
Accrued pension and other post-retirement benefits (k) 
Gas purchase costs(P) 
Over-recovery of fuel costs (1) 

Demand side nianagement(k) 
0 thcr0) 

Total Regulatory Liabilities 

As of Decembcr 31, RccovcrylRcfund 
Period Ends - 2009 2008 

(in millions) 

$ 1 3  $ 138 201 1 
218 191 (b) 

83 103 (1) 

89 5 2010 
(b) 21 

8 15 (la ) 

9 10 2025 
8 12 2010 

___ 

9 
8 1  
38 
16 

8 
106 
3 6  
10 

$ 653 

$ 200 
27 
29 
I 
8 

16 

- $ 634 - 
$ 189 

14 
36 
I 
8 

_- 

$ 287 - $ 254 - 
All rcgulatory asscts and liabilitics ale excluded from ratc basc uiilcss othcrwisc notcd 
Recovery/Refund period currently unknown. 
Included in rate base. 
Approximately $88 million and an insignificant amount at December 3 1, 2009 and 2008, respectively, relates to under collections of Commercial 
Power's native load fuel costs. 
Included in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 
Included in Deferred Debt Expense on the Consolidated Balance Sheets. 
Included in  Other Current Assets on the Consolidated Balance Sheets. 
Included in Other Culrent Assets and Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheet. 
Recovery/refund is over the life of the associated asset or liability. 
Liability is extinguished over the lives of the associated assets. 
Included in Other Current Liabilities and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
Included in Accounts Payable and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
Rccovcrcd via rcvcnuc rider. 



(n) 

(0) 

(p) 

Approximately $75 million and $95 inillion of the balaiice at Deceinber 3 1, 2009 and 2008, respectively, relates to mark-to-maiket deferrals 
associated with open nativc load hedge positions at Comn~crcial Powcr. 
Included in Accounts Receivable and Other Assets on the Consolidated Balance Sheets. 
Included in Accounts Payable on the Consolidated Balance Sheets. 
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Restrictiorrs on the Ability of Drikc Errergy Ohio to Mahe Dividends, Aihaiices atid Loans to Drikc Etrcrgy Corporation. On April 3, 2006, the 
merger between Duke Energy and Cinergy was consummated. In April 2006, Duke Energy Ohio filed a petition with the FERC for a declaratory ruling 
that its payment of dividends out of  its paid-in capital account, using the balance transferred from the retained earnings account, resulting from 
purchase accounting arising from tlie Duke Energy/Cinergy merger, would not violate section 305(a) of the Federal Power Act, which generally 
precludes the paynient of dividends out of paid-in capital. Such a ruling was necessary because purchase/pusli-down accounting reset retained earnings to 
zero as of April 3, 2006, thus potentially precluding Duke Energy Ohio froni using pre-merger retained earnings to pay dividends. Without this 
approval, Duke Energy Ohio’s ability to pay dividends to Duke Energy or Cinergy would have been constrained to earnings since April 3, 2006. In May 
2006, the FERC issued an order approving Duke Energy Ohio’s petition. 

As a condition of tlie merger approval tlie state utility commissions imposed conditions (the Merger Conditions) on the ability of Duke Energy 
Ohio and Duke Energy Kentucky to transfer funds to Duke Energy through loans or advances, as well as restricted amounts available to pay dividends to 
Dukc Energy. Pursuant to the Mcrgcr Conditions, Dukc Encrgy Ohio will not declare and pay dividcnds out of capital or uneained surplus without tlic 
prior authorization of tlie PUCO. In September 2009, tlie PUCO approved Duke Energy Ohio’s request to pay dividends out of paid-in capital up to tlie 
amount of tlie pre-merger retained earnings and to maintain a minimum of 30% equity in its capital structure Duke Energy Kentucky is required to pay 
dividends solely out of retained earnings and to maintain a minimum of 35% equity in its capital structure. 

At December 3 1 ,  2009, Duke Energy Ohio liad restricted net assets of approximately $5.7 billion that may not be transferred to Duke Energy 
without appropriate approval based on tlie aforementioned Merger Conditions. 

Franchised Electric arid Gas. 

Rate Reluted hfort1tduII. Tlie KPSC approves rates for retail electric and gas services within the Commonwealth of Kentucky. Tlie PUCO 
approves rates for retail gas and electric service within Ohio, except that non-regulated sellers of gas and electric generation also are allowed to operate 
in Ohio (see “Commercial Power” below). Tlie FERC approves rates for electric sales to wholesale customers served under cost-based rates. 

Duke Errergy Ohio Electric Rate Filitrgs. New legislation (SB 221) codifies the PUCO’s authority to approve an electric utility’s standard 
generation service offer through an ESP, which would allow for pricing structures similar to those under the historic RSP. Electric ut 
file an ESP and may also file an application for a MRO at the same time. The MRO is a price determined through a competitive bidding process. SB 221 
provides for the PUCO to approve non-bypassable charges for new generation, including construction work-in-process from the outset of construction, 
as part of an ESP. Tlie new law grants tlie PUCO discretion to approve single issue rate adjustments to distribution and transmission rates and establishes 
new alternative energy resources (including renewable energy) portfolio standards, such that a utility’s portfolio must consist of at least 25% of these 
resources by 2025. SB 221 also provides a separate requirement for energy efficiency, which must reduce a utility’s load by 22% before 2025. A utility’s 
earnings under tlie ESP are subject to an annual earnings test and the PUCO must order a refund if it finds that tlie utility’s earnings significantly exceed 
the earnings of benchmark companies with similar business and financial risks. The earnings test acts as a cap to tlie ESP price. SB 221 also limits the 
ability of a utility to transfer its desigiiated generating assets to an  exempt wholesale generator (EWG) absent PUCO approval. On July 31,2008, Duke 
Energy Ohio filcd an ESP to bc effective January 1, 2009. On Dccciiibcr 17,2008, the PUCO issucd its finding and ordcr adopting a modified 
Stipulation with respect to Duke Energy Ohio’s ESP filing. The PUCO agreed to Duke Energy Ohio’s request for a net increase in base generation 
i’evenues, before inipacts of customer switching, of $36 million, $74 million and $98 million in 2009, 2010 and 201 1, respectively, including tlie 
tcrinination of tlic residcntial and non-rcsidcntial RTC, tlic rccovcry of cxpenditurcs incurrcd to deploy tlic SinartGrid infrastiucture and thc 
implementation of save-a-watt” The Stipulation also allowed Duke Energy Ohio to defer up to $50 million of certain operation and maintenance costs 
incurred at tlie W.C. Beclcjord generating station for its continued operation and to amortize those costs over the three-year ESP period. The PUCO 
modified tlie Stipulation to permit certain non-residential customers to opt out of utility-sponsored energy efficiency initiatives and to allow residential 
governmental aggregation customers who leave Duke Energy Ohio’s system to avoid some charges. 

As discussed further below within “Coininercial Power” and in Note 1, as a result of the approval of the ESP, effective December 17, 2008, 
Conimcrcial Power rcapplicd regulatory accounting to ccrtaiii portions of its operations. 

Didre Energy Ohio Gas Rare Cwc. I n  July 2007, Duke Energy Ohio filed an application with tlie PUCO for an increase in its base rates for gas 
service. Tlie application also requested approval to continue tracker recovery of costs associated with the accelerated gas main replacement prograin 
and an  acceleration of tlie riser replacement program. On February 28, 2008, Duke Energy Ohio reached a settleiiient agreement with tlie PUCO Staff 
and all of the intervening parties 011 its request for an increase in natural gas base rates. The settlement called for an annual revenue increase of 
approximately $18 million in base revenue, or 3% over current revenue, permitted continued recovery of  costs through 2018 for Duke Energy Ohio’s 
accelerated gas main and riser replacement program and permitted recovery of carrying costs on gas stored underground via its monthly gas cost 
adjustment filing. Tlie settlement did not resolve a proposed rate design for residential custoniers, which involved moving more of tlie fixed charges of 
providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, from the per unit charges to tlie monthly 
charge. On May 28, 2008, tlie PUCO approved tlie settlement in its entirety and Duke Energy Ohio’s proposed modified straight fixed-variable rate 
design. 

Duke E t ~ g j ~  Ohio Electric Distribritiori Rate Case. On June 25, 2008, Duke Energy Ohio filed notice with the PUCO that it would seek a rate 
increase for electric delivery service to be effective in tlie second quarter of 2009. On December 22, 2008, Duke Energy Ohio filed an application 
requesting deferral of approximately $31 million related to damage to its distribution system from a September 14, 2008 windstorm, which was granted 



by the PUCO. Accordingly, a $3 1 million regulatory asset was recorded in 2008. On March 31,2009, Duke Energy Ohio and Parties to the case filed a 
Stipulation and Recommendation wliich settles all issues in tlie case. Tlie Stipulation provided for a revenue increase of $55 million, or approximately a 
2"9% overall increase. Tlie Parties also agreed that Duke Energy Ohio will recover any approved costs associated with the September 14,2008 wind 
storm restoration through a separate rider recovery mechanism. Duke Energy Ohio agreed to file a separate application to set tlie rider and the PUCO 
will review tlie request and determine the appropriate amount of storm costs that should be recovered. Tlie Stipulation includes, among other things, a 
weatherization and energy efficiency program, and recovery of distribution-related bad debt expenses through a rider mechanism. Tlie Stipulation was 
approved in its entirety by tlie PUCO on July 8, 2009 and rates were effective July 1.3, 2009. On January 26, 2010, the Ohio Supreme Court affirmed 
the PUCO's decision. 
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DuBe Etieqg~ Ketrtrtcky Cns Rate Cases. I n  2002, tlic KPSC approved Dukc Encrgy Kcntucky's gas basc ratc casc which included, among other 
things, recovery of costs associated with an accelerated gas inaiii replacement program The approval authorized a tracking mechanism to recover 
certain costs including depreciation and a rate of return 011 the program's capital expenditwes. Tlie Kentucky Attorney General appealed to the 
Franlclin Circuit Court the KPSC's approval of tlie tracking mechanism as well as the KPSC's subsequent approval of annual rate adjustments under this 
tracking mechanism. In 2005, both Duke Energy Kentucky and the KPSC requested that the court dismiss these cases. 

In  February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the traclcing mechanism and 
for a $14 million annual incrcasc in basc ratcs. A portion of tlic incrcasc was attributable to rccovcry of tlic currcnt cost of tlic accclcratcd gas main 
replacement program in base rates In June 2005, tlie ICentucky General Assembly enacted Kentucky Revised Statute 278.509 (KRS 278.509). which 
specifically authorizes tlie KPSC to approve traclcer recovery for utilities' gas main replacement programs. In December 2005, the KPSC approved an 
annual ratc incrcasc and rc-approvcd tlic traclciiig iiicchanisni through 20 1 1.  In Fcbruary 2006, thc Kciitiicky Attoincy Gcncral appealed tlic KPSC's 
order to the Franklin Circuit Court, claiming that tlie order improperly allows Duke Energy Kentucky to increase its rates for gas main replacement 
costs in between general rate cases, and also claiming that tlie ordei improperly allows Duke Energy Kentucky to earn a return on investment for the 
costs recovered under tlie traclcing mechanism which permits Dukc Energy Kentucky to recover its gas main replacement costs. 

In August 2007, tlie Franklin Circuit Court consolidated all the pending appeals and ruled that the KPSC laclts legal authority to approve the gas 
main replacement tracking mechanism, which was approved prior to tlie enactment of KRS 278 509 in 2005. To date, Dulce Energy Kentucky has 
collcctcd approximately $9 million i n  annual ratc adjustments under tlic traclciiig mcchanism. Per thc KPSC ordcr, Dukc Energy Kentucky collcctcd 
these revenues subject to refund pending tlie final outcome of this litigation. Duke Energy Kentucky and tlie KPSC have requested that the Kentucky 
Court of Appeals grant a rehearing of its decision. On February 5,2009, the Kentucky Court of Appeals denied the rehearing requests of both Duke 
Encrgy Kcntucky and the KPSC. Dukc Encrgy Kentucky filcd a motion for discrctionary rcvicw to tlic Kentucky Suprcinc Court on or about March 6, 
2009. The Kentucky Supreme Court has accepted discretionary review of this case and merit briefs were filed on October 19, 2009. Duke Energy 
Kentucky filed its reply brief on .January 4, 2010. 

On July 1 ,  2009, Duke Energy Kentucky filed its application for an approximate $18 million increase in base natural gas rates. Duke Energy 
Kentucky also proposed to implement a modified straight fixed-variable rate design for residential customers, which involves moving more of the fixed 
charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, from tlie volumetric charges to 
tlie fixed monthly charge. On November 19, 2009, Duke Energy Kentucky and tlie Kentucky Attorney General jointly filed a Stipulation and 
Recommendation reflecting their settlement of the gas rate case. The Stipulation and Recommendation reflects a revenue increase of $13 million, 
which reflected a10.375% Return on Equity. Duke Eiiergy Kentucky agreed to withdraw its request for a straight fixed-variable rate design and to forego 
filing aiiothcr gas ratc casc in tlic ciglitccn months following approval of tlic Stipulation and Recommendation. Tile KPSC issued an order approving 
the Stipulation and Recommendation on December 29, 2009. New rates went into effect January 4, 2010. 

Duke Eirergp Ohio Energy Efficietrcy. Duke Energy Ohio filcd the save-a-watt energy efficiency plan as part of its ESP filed with tlie PUCO, 
which was approved by the PUCO on December 17, 2008, as discussed above, including allowing for tlie iinpleinentatioii of a new save-a-watt energy 
efficiency compensation model. However, tlie PUCO determined that certain non-residential customers may opt out of Duke Energy Ohio's energy 
efficiency initiative. Applications for rehearing of this issue were denied by the PUCO and no further appeals of this issue have been taken. Tlie save-a- 
watt p rogram and compensation approach in Ohio are approved through December 3 1, 201 1 I 

Duke E m q y  Keiitrfckrj~ Etrcrgy E'ficiericy. On November 15, 2007, Dike  Eneigy Kentucky filed its annual application to continue existing energy 
efficiency programs, consisting of nine residential and two commercial and industrial programs, and to true-up its gas and electric tracking mechanism 
for recovery of lost revenues, program costs and shared savings. On February 1 1 ,  2008, Duke Energy Kentucky filed a motion to amend its energy 
efficiency programs. On December I ,  2008, Duke Energy Kentucky filed an application for a save-a-watt Eneigy Efficiency Plan. Tlie application 
seeks a new energy efficiency recovery mechanism similar to what was proposed in  Ohio. On January 27, 2010, Duke Energy Kentucky withdrew the 
application to implement save-a-watt and plans to file a revised portfolio i n  the future. 

Otlrcr Franchised Electric arid Cas M ~ I I W S .  
Duke E~rergy OlrioSfrfnrtCrid, Duke Energy Ohio filed an application on June 30, 2009, to establish rates for return of its SmartGrid net costs 

incurred for gas and electric distribution service tlirougli tlie end of 2008. Tlie rider for recovering electric SmartGrid costs was approved by tlie PUCO 
in its order approving the ESP, as discussed above. Duke Energy Ohio pioposed its gas SmartGrid rider as part of its most recent gas distribution rate 
casc. Tlie PUCO Staff has completed its audit and filed its connnents. Tlie PUCO Staff and intervenors, tlie Office of the Ohio Consumers' Counsel 
(OCC) and Kroger Company, filed comments on October 8,2009. The OCC and Duke Energy Ohio filed reply comments on October 15, 2009. A 
Stipulation and Recommendation was entered into by Dulce Energy Ohio, Staff of the PUCO, Kroger Company, and Ohio Partners for Affordable 
Energy, which provides for a revenue increase of approximately $4.2 million under the electric rider and $590,000 under the natural gas rider. The OCC 
did not oppose the Stipulation and Recommendation. A liearing on tlie Stipulation and Recommendation occurred on November 20, 2009. Approval of 
the Stipulation and Recommendation is expected in the first quarter of 2010. 

Coewrercinl Potver. 

As discussed in Note 1, effective December 17, 2008, Commcrcral Power reapplied regulatory accounting treatment to certain portions of its 
operations due to tlie passing of SB 221 and tlie PUCO's approval of the ESP Commercial Power may be impacted by certain of the regulatory matters 
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discussed above, including the Duke Energy Ohio electric rate filings 

5. Joint Ownership of Generating and Transmission Facilities 

facilities in Ohio. Duke Energy Kentucky and Dayton Power & Light jointly own an electric generating unit. Duke Energy Ohio and Wabash Valley 
Power Association Inc. jointly own Veriiiillion Station. 

Duke Energy Ohio, Coluinbus Southern Power Company, and Dayton Power & Light jointly own electric generating units and related transmission 

Duke Energy Ohio's share of jointly-owned plant or facilities included on the December 31, 2009 Consolidated Balance Sheet is as follows: 
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Duke Energy Ohio 
Production: 

Miami Fort Station (Units 7 and 8)@) 
W.C. Beckjord Station (Unit 6)@) 
J.M. Stuart Station(W 
Conesville Station (Unit 4)1b)(c) 
W.M. Zinnner Station@) 
Killen Station(~W 
VennillioiW 

Transmissionu 
Duke Energy Kentucky 

Production: 
East Bend Station(.) 

Ownership Property, Plant, Accumulated 
Share and Equipment Depreciation 

( in  millions) 

64.0% 
37.5 
39.0 
40.0 
46.5 
33.0 
75.0 

Various 

$ 596 $ 176 
5 5  31 

765 22 1 
292 5 7  

1,316 516 
291 131 
197 5 3  
91 53 

69.0 430 226 

Construction Work 
in Progress 

$ 1 1  
1 

17 
14 
13 

I 

2 

(a) 
(b) 
(c) 

Included in Franchised Electric and Gas segment. 
Included in Commercial Power segment. 
Station is not operated by Duke Energy Ohio. 

Dukc Energy Ohio's sharc of revcnucs and opcrating costs of the abovc jointly owncd gcncrating facilities arc includcd within thc corresponding 
line on the Consolidated Statements of Operations. Each participant i n  the jointly owned facilities must provide its own financing. 

6 .  Income Taxes 

a tax sharing agreement with Duke Energy, where the separate return method is used to allocate tax expenses and benefits to the subsidiaries whose 
invcstincnts or rcsults of opcratioiis providc thcsc tax cxpenscs and bcncfits. Thc accounting for incomc taxcs csscntially rcprcscnts thc incoinc taxes 
that Duke Energy Ohio would incur if Duke Energy Ohio were a separate company filing its own tax return as a C-Corporation. 

The taxable income of Duke Energy Ohio is reflected in Duke Energy's U.S. federal and state income tax returns. Duke Energy Ohio entered into 

The following details the components of income tax expense: 

Iitcoirte Tax EX~CIISC 

For the Years Ended 

Currciit incoinc taxes 
Federal 
State 

Total current incoinc taxcsl") 
Deferred income taxes 

Federal 
Statc 

Total deferred income taxes 
Investment tax credit amortization 
Total income tax expense 
Total income tax expense from extraordinary item 
Total income tax expense included in  Consolidated Statements of Operations 

December 31, 

(in niillions) 
2007 - 2009 - 2008 - 

$ 77 $110 $120 
9 13 7 

133 119 84 

97 52 19 
1 2 

20 54 

- - - 
- - -- 

- - 7 
104 
- 
- - - 
(2) - (2) - (2) 

186 171 151 
37  

- - - 
__ __ - - - 

$186 $208 $151 - -  - 
(a) Included are uncertain tax expenses of approximately $22 million in 2009, and uncertain tax benefits of approximately $17 million in 2008 and 

$13 million in 2007. 
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Reconciliation of Iircotirc Tax Expctisc ai tkc US. Ferlernl Stattitory Tax Rate ti1 rltc Actrial Tax Expctisc front Cottritiihg Opcrcttiotts (Stattitory 
Ratc Reconciliatiotr) 

For the Years Ended 
Dccembcr 31, 

(in millions) 
2007 -- 2008 - 2009 - 

Income tax (benefit) expense, computed at the statutory rate of 35% $ (84) $ 160 $ 145 
State iiicoine tax, net of federal incoine tax effect 9 7 9 
Depreciation and other PP&E related differences, including AFUDC equity 7 7 9 

(10) Manufacturing deduction (3) ( 6) 

Other items, net 3 3 (2) 
- Goodwill impairnient charge 254 

- - 
Total income tax expense from continuii~g operations $ 151 - $ 171 - $ 186 - 

36.4% - - - Effective tax rates (77.5)% 37.3% 

The manufacturing deduction was created by tlic Ainerican Job Creation Act of 2004 (the Act). The Act provides a deduction for income from 
qualificd doincstic production activities. During thc ycars cndcd Dcccinbcr 3 1, 2009, 2008 and 2007, thc act provides a deduction of6% on qualificd 
production activities. 

Ncr Defcrrcil Iitcotrte Tau L,inbility Cotttponerrrs 

As of 

Deferred credits and other liabilities 
Other 

Total deferred income tax assets 
Investments and other assets 
Accclcratcd dcprcciation rates 
Regulatory assets and deferred debits 

Total deferred income tax liabilities 
Total net deferred income tax liabilities 

The above amounts have been classified in the Consolidated Balance Sheets as follows: 

Nct Dcfcrred Iitcortre Tax L.iabilitie.7 

Currcnt dcferrcd tax asscts, includcd in othcr currcnt asscts 
Current deferred tax liabilities, included in  other current liabilities 
Non-current deferred tax liabilities 

Total net dcfcrrcd incoinc tax liabilitics 

Dcccmbcr 31, 
2009 2008 

( ie  millions) 
$ 3 5  $ 13 

13 52  
4 8  65 

(72) (111) 
(1,436) (1,373) 

As of 
December 31, 

2009 2008 
(in millions) 

$ - -  $ 64 
(43) ( 6) 

(1,577) (1,619) 
$(1,620) $(1,561) 

-- - - 
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2009 
Increase/ 

(Decrease) 

Unrecognized Tax Bcncfits-January I ,  
Unrecognized Tax Benefits Changes 

Gross increases-tax positions in prior periods 
Gross dccreascs-tax positions in prior pcriods 
Gross increases-current period tax positions 
Settlements 

Total Cliangcs 
Unrecognized Tax Benefits-December 3 1 ,  

$ 15 

30 
(9) 

1 
( 5 )  

2008 2007 
Increase/ Increase/ 

(Decrease) (Decrease) 
(in niillions) 
$ 4 7  $ 6 3  

At Dccenibcr 31, 2009, no portion of the total uiirccognizcd tax bcncfits would, if rccognizcd, affect the effective tax rate. Dukc Encrgy Ohio 
does not expect to report any reduction i n  unrecognized tax benefits within the next 12 months due lo expected settlements. 

During the years ended December 3 1, 2009, 2008 and 2007, Duke Energy Ohio recognized approximately $8 million of net interest expense, 
approxiinately $7 million of net interest income and approximately $2 million of net interest expense, respectively, related to income taxes. At 
December 31, 2009 and 2008, Duke Energy Ohio had approximately $5 million of interest payable and approximately $1 million of interest 
receivable, respectively, which reflects all interest related to inconie taxes. No amount has been accrued for the paynient of penalties in the 
Consolidated Balance Sheets at either December 31, 2009 or 2008. 

Duke Energy Ohio has the following tax years open: 

Jurisdiction T a x  Years -- 
Federal 2005 and after 
State Closed through 2004, with the exception of any adjustments related to open federal years 

7. Asset Ret i rement  Obligat ions 

Asset retirement obligations, which represent legal obligations associated with the retireinent of certain tangible long-lived assets, ale computed as 
the present value of the projected costs for the future retirement of specific assets and are recognized in  the period in which tlie liability is incurred, if a 
reasonable estimate of fair value can be made. The present value of the liability is added to the carrying amount of tlie associated asset in the period the 
liability is incurred, and this additional carrying amount is depreciated over tlie remaining life of the asset. Subsequent to the initial recognition, the 
liability is adjusted for any revisions to the estimated future cash flows associated with the asset retirement obligation (with corresponding adjustinents 
to property, plant, and equipment), which can occur due to a number of factors including, but not limited to, cost escalation, changes in technology 
applicable to tlie assets to be retired and changes in federal, state or local regulations, as well as for accretion of the liability due to tlie passage of time 
until the obligation is scttlcd. Depreciation expense is adjustcd piospcctivcly for any increases or decreases to the cariying aiiiount of thc associatcd 
asset. The recognition of asset retirement obligations has no impact on tlie earnings of Duke Energy Ohio’s regulated electric operations as the effects 
of the recognition and subsequent accounting for an asset retirement obligation are offset by the establishmeiit of regulatory assets and liabilities 
pursuant to rcgulatory accounting. 

Asset retirement obligations at Duke Energy Ohio relate primarily to the retirement of gas mains, asbestos abatement at certain generating 
stations and closure and post-closure activities of landfills. Certain of Duke Energy Ohio’s assets that have an indeterminate life, such as transmission 
pipelines, and thus the fair value of the rctirement obligation is not reasonably estimable. A liability for these asset retirement obligations will be 
recorded when a fair value is determinable. 

The following tablc prcscnts thc changes to liability associatcd with asset retirement Obligations during the ycars cndcd Dcccinbcr 3 1, 2009 and 
2008: 

Years Ended 

Balance as of January 1, 
Accretion expense 
Liabilities incurred in the current year 
Balance as of December 3 1, 

December 31, - -  2009 2008 
(in millions) 

$ 3 3  $ 31 
2 2 
1 

$ 3 6  $ 3 3  

__ - -  - -  
Duke Energy Ohio’s regulated electric and regulated natural gas operations accrue costs of removal for property that does not have an associated 

legal retirement obligation based on regulatory orders froin the PUCO and the KPSC. These costs of removal are recorded as a regulatory liability i n  

accordance with regulatory accounting treatment Duke Energy Ohio does not accrue the estrniated cost of removal when no legal obligation associated 

I I 



with retirement or removal exists for any non-regulated assets (including Dulce Energy Ohio's generation assets). The total amount of removal costs 
included in Other witliiii Deferred Credits and Other Liabilities an the Consolidated Balance 
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Sheets was $200 million and $189 inillion as of December 31, 2009 and 2008, respectively. Duke Energy Ohio’s non-regulated operations expense cost 
of removal as incurred 

8. Risk Management ,  Derivative ins t ruments  a n d  Hedging Activities 

Thc primary risks Dukc Encrgy Ohio managcs by utilizing derivativc instruments arc commodity pricc risk and intcrest ratc risk. Duke Encrgy 
Ohio closely monitors the risks associated with commodity price changes and changes i n  interest rates on its operations and, where appropriate, uses 
various commodity and interest rate instruments to manage these risks. Certain of these derivative instruments qualify for hedge accounting and are 
designated as hedging instruments, while others either do not qualify as a hedge or have not been designated as hedges by Duke Energy Ohio (hereinafter 
referred to as undesignated contracts). Duke Energy Ohio’s primary use of energy commodity derivatives is to hedge its generation portfolio against 
exposure to changes in  the prices of power and fuel. Interest rate swaps are entered into to manage interest rate risk primarily associated with Duke 
Energy Ohio’s variable-rate and fixed-rate borrowings. 

at fair value in the Consolidated Balance Sheets. For derivative instruments that qualify for hedge accounting, Duke Energy Ohio may elect to designate 
such derivatives as either cash flow hedges or fair value hedges. 

The accounting guidance for derivatives requires the recognition of all derivative instruments not identified as NPNS as either assets or liabilities 

The operations of Franchised Electric and Gas business segment and certain operations of the Commercial Power business segment meet tlie 
criteria foi, regulatory accounting treatment. Accordingly, for derivatives designated as cash flow hedges within tlie regulated operations, gains and losses 
arc rcflcctcd as a rcgulatory liability or assct instcad of as a coinponcnt of Accumulated Othcr Comprchcnsive Incomc (AOCI). For dcrivatives 
designated as fair value hedges or left undesignated within the regulated operations, including economic hedges associated with Commercial Power’s 
native load generation, gains and losses associated with the change in fair value of these derivative contracts would be deferred as a regulatory liability or 
assct, thus having no immcdiatc carnings impact. 

Within Duke Energy Ohio’s uniegulated businesses, for derivative instruments that qualify for hedge accounting and are designated as cash flow 
hedges, the effective portion of the gain or loss is reported as a component of AOCI and reclassified into earnings in the same period or periods during 
which the hedged transaction affects earnings. Any gains or losses on the derivative that represent either hedge ineffectiveness or hedge components 
excluded from the assessment of effectiveness are recognized in current earnings. For derivative instruments that are designated and qualify as a fair 
value hedge, the gain or loss on the derivative as well as the offsetting loss or gain on the hedged item are recognized in earnings in the current period. 
Duke Encrgy Ohio includcs thc gain or loss on tlic dcrivativc i n  tlic saiiie line itcm as the offsetting loss or gain on tlic hcdged item in the Consolidated 
Statements of Operations Additionally, Duke Energy Ohio enters into derivative agreements that are economic hedges that either do not qualify for 
hedge accounting or have not been designated as a hedge. The changes in fair value of these undesignated derivative instruments are reflected in current 
carnings. 

Conrat o r l i l y  Price Risk 

Dukc Encrgy Ohio is cxposed to thc impact of markct changes in tlic future prices of elcctricity (cnergy, capacity and financial transmission 
rights), coal, natural gas and emission allowances (SO 2, seasonal NOx and annual NOx) as a result of its energy operations such as electric generation and 
natural gas distribution. With respect to commodity price risks associated with electric generation, Duke Energy Ohio is exposed to changes including, 
but not limited to, tlic cost of coal and natural gas used to gencratc electricity, thc priccs of clcctricity in wholcsalc markcts, thc cost of capacity 
required to purchase and sell electricity in wholesale markets and the cost of emission allowances for SO 2 ,  seasonal NOx and annual NOx, primarily at 
Duke Energy Ohio’s coal fired power plants. Duke Energy Ohio closely monitors the risks associated with commodity price changes on its future 
operations and, where appropriate, uses various commodity contracts to mitigate the effect of such fluctuations on operations. Duke Energy Ohio’s 
exposure to commodity price risk is influenced by a number of factors, including, but not limited to, the term of the contract, the liquidity of the 
market and delivery location. 

Commodity dcrivativcs associatcd with thc risk managcmcnt of Dukc Eiicrgy Ohio’s cncrgy opcrations may bc accountcd for as cithcr cash flow 
hedges or fair value hedges if the derivative instrument qualifies as a hedge under the accounting guidance for derivatives, or as an undesignated contract 
if either the derivative instrument does not qualify as a hedge or Duke Energy Ohio bas elected to not designate the contract as a Iiedge. Additionally, 
Dukc Encrgy Ohio cntcrs into various contracts that qualify for tlic NPNS cxccption. Dukc Encrgy Ohio primarily applics the NPNS cxception to 
contracts within the Franchised Electric and Gas and Commercial Power business segments that relate to the physical delivery of electricity over the 
next five years 

Coniniou‘ify Fair Vulrte Hrdgrs. At December 3 1, 2009, Duke Energy Ohio did not have any open commodity derivative instruments that were 
designated as fair value hedges. 

Commodi/y Gush Flow Hedges Dukc Encigy Ohio uses commodity instrumcnts, such as swaps, futurcs, forwards and options, to protcct margins 
for a portion of future revenues and fuel and purchased power expenses Duke Energy Ohio generally uses commodity cash flow hedges to mitigate 
exposures to the price variability of the underlying commodities, generally, for a maximum period of one year. 

Unciesigrici/ed Coritructs. Duke Energy Ohio uses derivative contracts as economic hedges to manage the market risk exposures that arise from 
providing electric generation and capacity to large energy customers, energy aggregators and other wholesale companies. IJndesignated contracts include 
contracts not designated as a hedge, contracts that do not qualify for hedge accounting, derivatives that no longer qualify for tlie NPNS scope 
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exception, and de-designated hedge contracts that were not re-designated as a hedge. The contracts in this category as of December 3 1, 2009 are 
primarily associated with forward power sales and coal purchases, as well as forward SO z emission allowances, for the Commercial Power and Franchised 
Elcctric and Gas business segments. 

Iiitcrc.yt Rale Risk 

Dukc Encrgy Ohio is cxposcd to risk rcsulting from changes in interest rates as a result of its issuancc or anticipatcd issuancc of variablc and 
fixed-rate debt. Duke Energy Ohio inanages its interest rate exposure by limiting its variable-rate exposures to a percentage of total capitalization and 
by monitoring the effects of market changes in interest rates. To inanage risk associated with changes in interest rates, Duke Energy Ohio may enter 
into financial contracts, priinariIy interest ratc swaps and U.S. Trcasury lock agreements. At Dcccinbcr 3 I ,  2009, thc total notional amount of Dukc 
Ohio's receive fixed/pay-variable interest rate swaps was $250 million and the total notional amount of Duke Energy Ohio's receive variable/pay-fixed 
interest rate swaps was approximately $27 million. 

l'olrllllcs 

The following table shows information relating to the voluine of Duke Energy Ohio's derivative activity outstanding as of December 3 1, 2009 
Amounts discloscd rcprescnt thc notional voluincs of commodities and thc notional dollar aniounts of debt subjcct to dcrivativc 
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coiltracts accounted for at fair value. For option contracts, notional amounts include only the delta-equivalent volumes which represent the notional 
volumes times the probability of exeicising the option based on current price volatility. Volumes associated with contracts qualifying for the NPNS 
exception have been excluded from the table below. Amounts disclosed represent the absolute value of notional amounts. Duke Energy Ohio has netted 
contractual amounts where offsetting purchase and sale contracts exist with identical delivery locations and times of deliveiy. 

Underlying Notional Amounts  for Derivative Instruments  Accounted for  At F a i r  Value 

Coininoditv contracts 
Electricity-energy (Gigawatt-hours) 
Emission allowances: SO2 (thousands of tons) 
Einissiori allowances: NOx (thousands of tons) 
Coal (millions of tons) 

Financial contracts 
Interest rates (dollars i n  millions) 

December 31 ,  
2 0 0 9  

10,549 
1 
2 
2 

$ 277 

The following table shows fair value amounts of derivative contracts as of December 3 1, 2009 and the line item(s) in the Consolidated Balance 
Shcets in  which such amounts arc included. The fair values of dciivativc contracts arc prcscntcd on a gross basis, even when the derivative instruincnts 
are subject to master netting arrangements. Cash collateral payables and receivables associated with the derivative contracts have not been netted 
against the fair value amounts 

Location and F a i r  Value Amounts  of Derivatives Reflected in the  Consol idated Balance Sheets 

Balance Shee t  Locat ion 

Derivatives Designated as  Hedging Ins t ruments  
Commoditv contracts 
Current Assets: IJiirealized Gains on Mark-to-Market and Hedging 

Interest rate contracts 
Current Assets: Unrealized Gains on Mark-to-Market and Hedging 

Deferred Credits and Other Liabilities: Unrealized Losses on Mark-to-Market 

Transactions 

Transactions 

and Hedging Transactions 

Total  Derivatives Designated as Hedging Ins t ruments  

Derivatives Not Designated as  Hedging Ins t ruments  
Coininoditv contracts 
Current Assets: Unrealized Gains on Mark-to-Market and Hedging 

Investincnts and Othcr Assets: Unicalizcd Gains on Mark-to-Market and 

Current L.iabilities: IJnrealized Losses on Mark-to-Market and Hedging 

Deferred Credits and Other Liabilities: Unrealized Losses on Mark-to-Market 

Interest rate contracts 
Current Liabilities: Unrealized Losses on Mark-to-Market and Hedging 

Deferred Credits and Other Liabilities: Unrealized Losses on Mark-to-Market 

Transactions 

Hedging Transactions 

Transactions 

and Hedging Transactions 

Transactions 

and Hedging Transactions 

Total  Derivatives Not Designated as  Hedging Instruments  

Total Derivatives 

December 31,znw 
Asset Liability 

Derivatives Derivatives 
( i s  millions) 

$ 1 

4 

- 

$ 5 

$ 25 

I 1  

63 

26 

$ 125 

$ -  

6 

$ 6 

$ 1 

4 

191 

35 

1 

2 

$ 2.34 

$ 130 $ 240 

The following table shows the amount of the gains and losses recognized on derivative instruments designated and qualifying as cash flow hedges 

I 1  I 



by type of derivative contract during the year ended December 31, 2009 and the financial statement line items in which such gains and losses are 
included 

Cash Flow Hedges-Location and Amount of Pre-tax Losses Recognized in  Compreliensive Income 

Year Ended 
December 31, 

Z O O Y  
(in millions) 

Location of Pre-Tax Losses Reclassified from AOCI into Earnings (a) 

Coininoditv con- 
Revenue, non-regulated electric and olher s (14) 
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Fuel used in electric generation and purchased power-non-regulated 

Year Ended 
December 31, 

2009 
(10) 

Total  Pre-Tax Losses Reclassified from AOCI into Earnings $ (24) 

(a) Represents the gains and losses on cash flow hedges previously recorded in AOCI during the term of the hedging relationship and reclassified into 
earnings during the current period. 

The effective portion of gains or losses on cash flow hedges that were recognized in AOCI during tlie year ended December 3 1,2009 was 
insignificant" In addition, there were no losses due to hedge ineffectiveness during the year ended December 3 1, 2009. No gains 01 losses have been 
excludcd from the asscssment of hcdgc cffectivcncss. As of Dcccinber 3 1, 2009, approximatcly $3  million of prc-tax dcfcrrcd nct gains on derivativc 
instruments related to coniinodity cash flow hedges accumulated on the Consolidated Balance Sheets in AOCI are expected to be recognized in earnings 
duiing the next twelve months as the hedged transactions occur. 

The following table shows the amount of the pre-tax gains and losses recognized on undesignated hedges by type of derivative instrument during 
the year ended December 3 1 ,  2009 and the line item(s) in the Consolidated Statements of Operations in which such gains and losses are included or 
deferred on the Consolidated Balance Sheets as regulatory assets. 

Undesignated Hedges-Location a n d  Amount  of Pre-tax Gains  a n d  (Losses) 
Recognized in  Income o r  as  Regulatory Assets 

Location of Pre-Tax Gains  (Losses) Recognized in Earnings 
Commodity contracts 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 
Interest rate contracts 
Interest expense 

Total  Pie-Tax Gains  Recognized in Earnings 

Location of Pre-Tax Gains  (Losses) Recognized a s  Regulatory Assets 
Commoditv contracts 
Regulatory Asset 
Interest rate contracts 
Regulatory Asset 

Total  Pre-Tax Losses Recognized as  Regulatory Assets 

Year Ended 
December 31, 

(in niillions) 
2009 

$ 5 
10 

5 

(75) 

Credit Risk 

Where exposed to credit risk, Duke Energy Ohio analyzes the counterparties' financial condition prior to entering into an agreement, establishes 
credit limits and monitors thc appropriatcncss of those limits 011 an ongoing basis 

Duke Energy Ohio's industry has historically operated under negotiated credit lines for physical delivery contracts. Duke Energy Ohio may use 
master collateral agreements to mitigate certain credit exposures. The collateral agreements provide for a counterparty to post cash or letters of credit 
to the exposed party for exposure i n  excess of an established threshold. The threshold amount represents an unsecured credit limit, determined in 
accordance with the corporate credit policy. Collateral agreements also provide that the inability to post collateral is sufficient cause to terminate 
contracts and liquidate all positions. 

Duke Energy Ohio also obtains cash or letters of credit from customers to provide credit support outside of collateral agreements, where 
appropriate, based on its financial analysis of tlie customer and the regulatory or contractual terms and conditions applicable to each transaction. 

Certain of Duke Energy Ohio's derivative contracts contain contingent credit features, such as inaterial adverse change clauses or payment 
acceleration clauses that could result in immediate payments, the posting of letters of credit or tlie termination of the derivative contract before 
maturity if specific events occur, such as a downgrade ofDuke Energy Ohio's credit rating below investment grade. 

The following table shows information with respect to derivative contracts that are in a net liability position and contain objective credit-risk 
related payment piovisions. The amounts disclosed in the table below represents the aggregate fair value amounts of such derivative instruments at the 



end of the reporting period, tlie aggregate fair value of assets that are already posted as collateral under such derivative instruments at the end of tlie 
reporting period, and the sggiegate fair value of additional assets that would be required to be transferred in tlie event that credit-risk-related contingent 
features were triggered at December 3 1, 2009. 

Information Regarding Derivative Instruments that Contain Credit-risk Related Contingent Features 
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December 31, 

( i n  millions) 
Aggregate Fair Value Amounts of Derivative Instrunients in a Net Liability 

Position $ 208 
Collateral Alrcady Postcd $ 130 
Additional Cash Collateral or Letters of Credit in the Event Credit-risk-related 

Contingent Features were Triggered at tlie End of the Reporting Period $ 6 

Netting of Cash Collateral  a n d  Derivative Assets a n d  Liabilities Under  Master  Netting Arrangements .  Duke Energy Ohio offsets fair 

2009 

value amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or 
payable against fair value amounts recognized for derivative instrunients executed with tlie same counterparty under the same master netting agieement. 
At Dcccinber 31, 2009 and Dcccinbcr 3 1 ,  2008, Dultc Energy Ohio liad rcccivablcs rclatcd to thc right to rcclaim cash collatcral ofapproxiinatcly 
$1 12 million and $85 million, respectively, and had payables related to obligations to return cash collateral of insignificant amounts that have been 
offset against net derivative positions in the Consolidated Balance Sheets. Duke Energy Ohio had approximately $18 millioii and $53 niillion in cash 
collatcral rcccivablcs undcr mastcr nctting arrangcmcnts that have not been offsct against Iict dcrivativc positions at Dcccmbcr 3 1, 2009 and 
December 3 1, 2008, respectively, as these amounts primarily represent initial margin deposits related to New York Mercantile Exchange (NYMEX) 
futures contracts. Duke Energy Ohio liad insignificant cash collateral payables under master netting arrangements that have not been offset against net 
derivative positions at  December 31, 2009 and Deceinber 31, 2008. 

See Note 9 for additional infonnation on fair value disclosures related to derivatives 

9. F a i r  Value of Financial  Assets a n d  Liabilities 

On January I ,  2008, Duke Energy Ohio adopted tlie new fair value disclosure requireinents for financial instruments aiid non-financial derivatives. 
On January 1, 2009, Duke Energy Ohio adopted tlie new fair value disclosure requirements for non-financial assets and liabilities measured at fair value 
on a non-recurring basis. Duke Energy Ohio did not record any cumulative effect adjustment to retained earnings as a result of the adoption of tlie new 
fair value standards. 

Tlic accounting guidancc for fair valuc dcfincs fair valuc, cstablishcs a framework for mcasuring fair valuc in GAAP in thc IJS. and cxpands 
disclosure requireinents about fair value ineasureinents Under the accounting guidance for fair value, fair value is considered to be the exchange price in  
an orderly transaction between market participants to sell an  asset or transfer a liability at the measurement date. The fair value definition focuses on 
an exit price, which is tlie price that would be received by Duke Energy Ohio to sell an asset or paid to transfer a liability versus an entry price, which 
would be the price paid to acquire an asset or received to assume a liability. Although tlie accounting guidance for fair value does not require additional 
fair value measurements, i t  applies to other accounting pronouncements that require or permit fair value measurements. 

Dukc Energy Ohio classifics rccurring and non-rccurring fair valuc mcasurcmcnts bascd on the following fair valuc hicrarchy, as prescribcd by thc 

Level 1 inputs-unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy Ohio has the ability to access. An 
active market for tlie asset or liability is one i n  which transactions for the asset or liability occur with sufficient frequency and volume to provide 
ongoing pricing information Duke Energy Ohio does not adjust quoted market prices on Level 1 inputs for any blockage factor. 

Level 2 inputs-inputs other than quoted market prices included in L.evel 1 that are observable, either directly or indirectly, for the asset or 
liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in  an active market, quoted prices for identical 
or similar assets or liabilities in markets that arc not active and inputs other than quoted market prices that are observable for the asset or liability, 
such as interest rate curves and yield curves observable at coininonly quoted intervals, volatilities, credit risk and default rates. 

Level 3 inputs-unobservable inputs for the asset or liability. 

The fair value accounting guidance for financial instruments, which was effective for Duke Energy Ohio as of January 1, 2008, permits entities to 
clcct to incasurc many financial instruments and certain othcr itcnis at fair valuc that are not rcquired to bc accountcd for at fair valuc undcr cxisting 
GAAP. Duke Energy Ohio does not currently have any financial assets or financial liabilities that are not xequired to be accounted for at fair value under 
GAAP for which it elected to use the option to record at fair value However, in the future, Duke Energy Ohio may elect to measure cextain financial 
instruments at fair value in  accordance with this accounting guidance. 

accounting guidance for fair value, which prioritizes the inputs to valuation techniques used to ineastire fair value into three levels: 

The following table provides the fair value measurement amounts for assets and liabilities recorded in both current and non-current Unrealized 
gains on mark-to-market and hedging transactions and Unrealized losses on mark-to-market and hedging transactions on Duke Energy Ohio's 
Consolidated Balance Sheets at fair value at December 3 I ,  2009. Derivative amounts in the table below exclude cash collateral amounts which are 
disclosed in Note 8. 

Total Fair 
Value 

Amounts at 
Deccmlicr 31, 



Description 
Derivative assets 
Derivative liabilities 

Net (Liabilities) Assets 

Level 1 - Level2 - Level 3 - 2009 
(in niiliinns) 

39 



Table of Conte!i& 

PART II 

Description 
Derivative assets 
Derivative liabilities 

Net (Lhbilities) Assets 

DUKE ENERGY OHIO, INC 
Notes To Consolidated Financial Statements-(Continued) 

Total Fair 
Value 

Amounts at 
December 31, 

200R Level 3 - Level 2 - Level 1 - 
(in millions) 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis 
where the determination of fair value includes significant unobservable inputs (Level 3): 

RoNforrvnrd of Level .3 Mensirretrierits 

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

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

Net purchases, sales, issuances and settlements 
Total losses included on balance sheet as regulatory asset or liability or as 

non-current liability 

Balance at December 3 1, 2009 

Pre-tax amounts included in the Consolidated Statements of Operations related 
to L,cvcl .3 measurements outstanding at Dcceinbcr 3 1, 2009: 

Fuel used in electric generation and purchased power-non-regulated 

Total 

Year Ended December 31,2008 
Balance at January 1, 2008 

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

Net purchases, sales, issuances and settlements 
Total losscs included on balance shcct as regulatory assct or liability or as 

non-current liability 

Balance at December 31, 2008 

Prc-tax amounts included i n  the Consolidated Statements of Opcrations rclated 
to Level 3 measurements outstanding at  December 3 1, 2008: 

Revenue, non-regulated electric and other 
Fuel used in clcctric gcneration and purchased powcr--noli-regulated 

Total 

Derivatives 
(net) 

(in millions) 

$ 8 

( 6 )  
16 

1 
6 

(18) 

$ 7 
3 0  

$ 37 
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The valuation method of the primary fair value nieasuren~ents disclosed above is as follows: 

Commodity derivatives: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is 
adjusted for liquidity (bid-ask spread), credit or non-perfoiniance risk (after reflecting credit enhancements such as collateral) and discounted to present 
value. The primary differcncc bctwecii a Lcvcl 2 and a Lcvel 3 n ica~~remei i t  has to do with thc lcvel of activity in foiward markets for the commodity. 
If the market is relatively inactive, the measurement is deemed to be a Level 3 measurement" Some commodity derivatives are NYMEX contracts, 
which Duke Energy Ohio classifies as Level 1 measurements. 

Additional fair value disclosures. The fair value of financial instruments, excluding financial assets and certain financial liabilities included in 
the scope of the accounting guidance for fair value measurements disclosed in the tables above, is summarized in the following table. Judgment is required 
in interpreting inarltet data to develop the estimates of fair value. 

Firrnrrcial Irrstrrirtrertts 

Long-term debt, including current maturities 

As o f  December 31, - 
2009 2008 

Approximate 
Fair Viiliie 

Book Approxiniate Book 
Value Fair Value Value -- 

(in millioss) 
$2,592 $ 2,529 $1,883 $ 1,729 

Tlie fair value of cash and cash equivalents, accounts receivable, restricted funds held in trust, accounts payable and notes payable are not 
materially different froin their carrying amounts because of' the short-term nature of tliese instruments and/or because the stated rates approximate 
market rates 

10. Goodwill and Intangibles 

Goodwill. The following table shows goodwill by business segment at December 3 I ,  2009 and 2008: 

Con~mercial PowerW 
Franchised Electric and Gas 

Total Goodwill 

Commercial Power 

Acquisitions Balance at 
December 3 1 ,  January 1, Impairment and 0 t h  

2009 of Goodwill Clianpes 2009 
(in millions) 

$ 1,206 $ (727) $ (18) $ 461 
1,154 __. (17) 1,137 

$ 2,360 $ (727) $ (35) I 1,598 - 
Acquisitions Balance at 

January 1, Inipairment and Other December 31, 
2008 of Goodwill Clianpes 2008 

( i s  millions) 
$ 1,188 $ -- $ 18 $ 1,206 

1,154 
-_. 

17 Franchised Electric and Gas 1,137 __ 

Total Goodwill $ 2,325 $ 9 -  $ 35 $ 2,360 - 
(a) Tlie 2009 impairment charge, which is disclosed below, is tlie first goodwill iinpairnient charge recorded by Duke Energy Ohio since the initial 

transaction occurred that resulted in the recognition of goodwill. 

Duke Energy Ohio is required to perform an annual goodwill impairment test as of the same date each year and, accordingly, performs its annual 
impairment testing of goodwill as of August 3 1 Duke Energy Ohio updates the test between annual tests if events or circumstances occur that would 
more liltely than not reduce the faix value of a reporting unit below its carrying value. Tlie annual analysis of the potential impairment of goodwill 
requires a two step process. Step one of the impairment test involves comparing the fair values of reporting units with their aggregate carrying values, 
including goodwill. I f  the carrying amount of a reporting unit exceeds the reporting unit's fair value, step two must be performed to determine the 
amount, if any, of the goodwill impairment loss. If the carrying amount is less than fair value, further testing of goodwill impairment is not performed 

Step two of the goodwill impairment test involves comparing the implied fair value of the reporting unit's goodwill against the carrying value of 
the goodwill. Uiidcr stcp two, dctcnniniiig thc implicd fair value of goodwill requires the valuation of a reporting unit's idcntifiablc tangible and 
intangible assets and liabilities as if the reporting unit bad been acquired in a business combination on the testing date. The difference between the fair 
value of the entire reporting unit as determined in step one and the net fair value of all identifiable assets and liabilities represents the implied fair value 
of goodwill. The goodwill impairment charge, if any, would be tlie difference between the carrying amount of goodwill and the implied fair value of 
goodwill upon the completion of step two. 

For purposes of the step one analyses, cletermiiiation of reporting units' fair value was based on a combination of the income approach, which 



estimates the fair value of Duke Energy Ohio's reporting units based on discounted future cash flows, and the market approach, which 
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estimates the fair value of Duke Energy Ohio's reporting units based on market coinparables within the utility and energy industries. Based on 
completion of step one of the annual impairment analysis, managcmcnt determined that tlic fair values of all reporting units exccpt for Commercial 
Power's non-regulated Midwest generation reporting unit, for which the carrying value of goodwill was approximately $1,206 million as of August 3 I ,  
2009, were greater than their respective carrying values. Accordingly, for only Commercial Power's non-regulated Midwest generation reporting unit 
required managcmcnt to pcrform step two of the goodwill impairmcnt test to dctcrminc the amount of tlic goodwill impairment. 

Commercial Power's non-regulated Midwest generation reporting unit includes nearly 4,000 MW of coal-fired generation capacity in Ohio 
dedicated to serve Ohio native load customers under the ESP through December 3 1, 201 I .  These assets, as excess capacity allows, also generate 
revenues through sales outside the native load customer base, and such revenue is termed non-native. Additionally, this reporting unit has approximately 
3,600 MW of gas-fired generation capacity i n  Ohio, Pennsylvania, Illinois and Indiana. The businesses within Commercial Power's non-regulated 
generation reporting unit operate in an unregulated environment in Ohio. As a result, the operations within this reporting unit are subjected to 
compctitivc pressures that do not exist i n  any of Duke Energy Ohio's regulated jurisdictions. 

The fair value of tlie non-regulated Midwest generation ieporting unit is impacted by a multitude of factors, including current and forecasted 
customer demand, current and forecasted power and commodity prices, impact of the economy on discount rates, valuation of peer companies, 
competition, and regulatory and legislative developments. Management's assumptions and views of these factors continually evolves, and such views 
and assumptions used i n  determining the step one fair value of the reporting unit i n  2009 changed significantly from those used in the 2008 annual 
impairment test. These factors had a significant impact on the risk-adjusted discount rate and other inputs used to value the non-regulated Midwest 
generation reporting unit More specifically, as of August .3 1, 2009, the following factors significantly impacted management's valuation of the 
reporting unit that consequently resulted in an approximate $727 million non-cash goodwill impairment charge during the third quarter 2009: - Decline in loud (elech-icily clemuncl) foreccrst-As a result of lower demand due to tlie continuing economic recession, forecasts evolved 

througliout 2009 that indicate that lower demand levels may persist longer than previously anticipated. The potential for prolonged 
suppressed sales growth, lower sales volume forecasts and greater uncertainty with respect to sales volume forecasts had a significant impact 
to the valuation of this reporting unit. 

Deprened marlier power.prices-L.ow natural gas and coal prices have put downward pressure on market prices for power. As the economic 
recession continued throughout 2009, demand for power remained low and market prices were at lower levels tliaii previously forecasted. In 
Ohio, Duke Energy Oliio provides power to retail customers under the ESP, which utilizcs ratcs approved by the PUCO through 201 1. 
These rates are currently above market prices for generation services. The current low levels of market prices impact price forecasts and 
places uncertainty over the pricing of power after the expiration of the ESP at the end of 201 1. Additionally, customers have recently 
begun to select alternative energy geneiation service providers, as allowed by Ohio legislation, which further erodes margins on sales. 

(7nrOo11 Iegislalion/,eg~rlatio,t developments-On June 26, 2009, the U S. House of Representatives passed The American Clean Energy and 
Security Act of 2009 (ACES) to encourage tlie development of clean energy sources and reduce greenhouse gas emissions. The ACES would 
create an cconomy-wide cap and trade program for large sourccs of grecnliousc gas emissions. In September 2009, the U.S. Senate madc 
significant progress towards their own version of climate legislation and, also in 2009, the EPA began actions that could lead to its 
regulation of greenhouse gas (GHG) emissions absent carbon legislation. Climate legislation has the potential to significantly increase the 
costs of coal and other carbon-intensive electricity generation throughout the U.S., which could impact the value of the coal fired 
generating plants, particularly in non-regulated environments. 

* 

In addition to the goodwill impairment charge, and as a result of factors similar to those described above, Commercial Power recorded 
approximately $42 million of prc-tax impairment chargcs rclatcd to certain generating asscts i n  the Midwest to write-down the valuc of these assets to 
their estimated fair value. These impairment charges are recorded in Goodwill and Other Impairment Charges on the Consolidated Statement of 
Operations. As management is not aware of any recent market transactions for comparable assets with sufficient transparency to develop a market 
approach fair value, Duke Energy Oliio relied on the income approach to estimate the fair value of tlic impaired assets 

The fair values of Commercial Power's non-regulated generation reporting unit and generating assets for which impairments were recorded were 
determined using significant unobservable inputs ( is . ,  Level 3 inputs) as defined by the accounting guidance for fair value measurements. 

IniarigibIe Asscis 

The carrying amount and accumulated amortization of intangible assets as of December 3 1 ,  2009 and December 3 1, 2008 are as follows: 

Emission allowances 
Gas, coal, and power contracts 
Other 

Total gross carrying amount 
Accumulated amortization-gas, coal, and power contracts 
Accumulated amortization-otlier 

December 31 ,  December 31,  

(in millions) 
2008 -- 2009 

$ 191 $ 239 
27 1 27 1 

9 9 
47 1 519 

(132) (111) 
(7) (5) 



Total accuniulated amortization 
Total intangiblc asscts, nct 

Emission allowances in the table above include emission allowances which were recorded at fair value on the date of Duke Energy's merger with 
Cinergy and emission allowances purchased by Dulce Energy Ohio Additionally, Duke Energy Ohio is allocated certain zero cost 
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emission allowances on an annual basis. The change in tlie gross cariying value of emission allowances during tlie years ended December 3 I ,  2009 and 
2008 is as follows: 

Gross carrying value at beginning of period 
Purchases of emission allowances 
Sales aiid consumption of emission allowaiices BjM 

Impairment of emission allowances (c) 

Other changes 
Gross carrying value at end of period 

December 31, December 31, 
2009 2008 

(in millions) 
$ 239 $ 365 

2 5  17 

-- 

(75) (6% 
(82) 

2 8 
$ 191 $ 239 

__ 

(a) 
(b) 
(c) 

Carrying values of emission allowances are recognized via a charge to expense when consumed. 
See Note 3 for a discussion of gains and losses 011 sales of emission allowances by Commercial Power. 
See bclow for discussion of inipairiiicnts of tlie carrying value of cmission allowaiiccs during thc year ended December 31, 2008 

Amortization expense for gas, coal and power coiitracts and other intangible assets for Duke Energy Ohio was approximately $23 million, $22 
inillion and $5 1 million for the years ended December 3 1, 2009, 2008 and 2007, respectively. 

The table below shows the expected amortization expense for the next five years for intangible assets as of December 3 1, 2009. The expected 
amortization expense includes estimates of emission allowances consumption and estimates of consumption of commodities such as gas and coal under 
existing contracts. Thc amortization amounts discussed bclow arc cstimatcs. Actual amounts may differ froin thesc estiiiiatcs duc to such factors as 
changes in consumption patterns, sales or impairments of emission allowances or other intangible assets, additional intangible acquisitions and other 
events. 

Expected amortization expense 

- 2010 - 2011 -- 2012 plj 2014 
(in milliotis) 

$ 5 1  $ 2 8  $ 2 9  $ 2 6  $ 2 4  

In connection with the merger with Cinergy in April 2006, Duke Energy Ohio recorded an intangible liability of approximately $1 13 million 
associated with the RSP in  Ohio, which was recognized in earnings over the regulatory period that ended oii December 3 1, 2008. Duke Energy Ohio also 
recorded approximately $56 million of intangible liabilities associated with other power sale contracts in connection with the merger with Cinergy The 
carrying amount of these intangible liab es was approximately $10 million acid $16 million at December 31, 2009 and 2008, respectively. During the 
years ended December 3 1, 2009, 2008 and 2007, Duke Energy amortized approximately $6 million, $73 million and $45 million, respectively, to 
income related to intangible liabilities. The remaining balance o f  approximately $10 million will be amortized to income as follows: ap 
million in 2010 and approximately $4 million in 201 1. Intangible liabilities are classified as Other within Deferred Credits aiid Other Li 
Consolidated Balance Sheets. 

Zmpnirrtrerrt ofEiriissiorr A//o~vnmes.  On July 11, 2008, tlic U S .  Court of Appeals for tlic District of Columbia issued a decision vacating tlic 
Clean Air Interstate Rule (CAIR). Subsequently, in December 2008, a federal appeals court reinstated the CAIR while tlie U.S EPA develops a new clean 
air program. See Note 15 for additional iiiformatioii on the CAIR. However, as a result of the July 11, 2008 decision temporarily vacating the CAIR, 
there were sharp declines i n  market prices of SO 2 and NO, allowaiices in tlie third quarter of 2008 due to uncertainty associated with future federal 
requirements to reduce emissions. Accordingly, Duke Energy Ohio evaluated the carrying value of emission allowances held by its regulated and 
unregulated businesses for impairment during tlie third quarter o f  2008 

At the time of its temporary repeal, tlie CAIR required 50% reductioiis in SO 2 emissions beginning in 2010 and further 30% reductions in SO 
emissions in 2015 beyond specified requirements. These reductions were to be achieved by requiring the surrender of SO 2 allowances in a ratio of two 
allowances per ton of SO2 emitted beginning in 2010, up froin a current one-to-one ratio, escalating to 2.86 allowaiices per ton of SO 1. emitted 
bcgiiining in 201 5. Taking into account tlicsc incrcascs in cmission allowancc requircinents uiidcr CAIR, Commercial Powcr's forccasted SO 2 emissions 
needed through 2037 exceeded tlie number of emission allowances held prior to the vacating of the CAIR Subsequent to tlie temporary decision to 
vacate CAIR, Commercial Power determined that i t  had SO 2 allowaiices in excess of forecasted emissions and those allowances held in excess of 
forecasted emissions from future generation required an impairment evaluation. In perforiiiiiig the impairment evaluation for SO 2 allowaiices at 
September 30, 2008, management compared quoted market prices for each vintage year allowance to the carrying value of the related allowances in  
excess of forecasted emissions through 2038. Due to tlie sharp decline in  niarkct prices of SO 2 allowances, as discussed above, Commercial Power 
recorded pre-tax impairment charges of approximately $77 million related to forecasted excess SO 2 allowances held at September 30, 2008. 
Additionally, Commercial Power recorded pre-tax impairment charges of approximately $5 million related to annual NO allowances during the three 
months ended September 30,2008, as these were also affected by the decision to vacate the CAIR. These impairment charges are recorded in Goodwill 
and Other Impairment Charges within Operating Expenses on the Consolidated Statements of Operations. 

As a result of the reinstatement of the CAIR in December 2008, as discussed above, all emission allowances and certain commitments to purchase 
emission allowances held by Comnercial Power are anticipated to be utilized for future emission allowance requirements under the CAIR, unless the EPA 

, , I 1  I I l l b l  I '  



develops a new clean air program that changes the existing requirements under the CAIR 
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1 1 .  Related Par ty  Transact ions 

Duke Energy Ohio engages i n  related party transactions, which are generally performed at cost and in accordance with the applicable state and 
federal commission regulations Balances due to or due from related parties included in the Consolidated Balance Sheets as of Decembei 31, 2009 and 
Dcccmbcr 3 1, 2008 arc as follows: 

Current assets@) 
Non-current assets14 
Current liabilitiestd) 
Non-current liabilities@) 
Net deferred tax liabilitiestn 

December 3 1 ,  December 31, 
2 0 0 9 ( U )  ZO08ld 

(in millions) 
$ 3 1  $ 5 5  
$ 2 6  $ 5 
$ (200) $ (138) 
$ (2) $ (4) 
$ (1,535) $ (1,519) 

Balanccs cxcludc assets or liabilitics associatcd with acciucd pcnsion and otlicr post-retircmcnt bcncfits, Cincrgy Rcccivablcs and money pool 
anangements as discussed below. 
Of the balance at December 3 1, 2009, approximately $20 million is classified as Receivables, approximately $3 million is classified as IJnrealized 
gains on mark-to-market and hcdging transactions and approximatcly $8 million is classificd as Othcr within Currcnt Asscts on the Consolidated 
Balance Sheets Of the balance at December 31, 2008, approximately $18 million is classified as Receivables, approximately $2 million is 
classified as Unrealized gains on mark-to-market and hedging transactions and approximately $35 million is classified as Other within Current 
Assets on the Consolidated Balance Sheets. 
Of tlie balance at December 3 I ,  2009 approximately $6 million is classified as Unrealized gains on mark-to-market and hedging transactions and 
$20 million is classified as Other within Investments and Other Assets on the Consolidated Balance Sheets. The balance at December 31, 2008 is 
classified as Unrealized gains on niarlc-to-market and hedging transactions within Investments and Other Assets on the Consolidated Balance 
Sheets. 
Of tlie balance at  December 31, 2009, approximately ($191) million is classified as Accounts payable and approximately ($9) million is classified 
as Unrealized losses on mark-to-market and hedging transactions within Current Liabilities on the Consolidated Balance Sheets. Of the balance at 
December 3 1, 2008, approximately ($1 33) million is classified as Accounts payable, approximately ($2) million is classified as Taxes accrued and 
approximately ($3) million is classified as Unrealized losses on mark-to-market and hedging transactions within Current Liabilities on the 
Consolidated Balance Sheets. 
Thc balancc at Dcccnibcr 3 1, 2009 and 2008 is classified as Unrcalizcd losscs on mark-to-markct and hcdging transactions within Deferrcd Crcdits 
and Other Liabilities on the Consolidated Balance Sheets. 
The balance at December 3 1, 2009 is classified as Deferred income taxes on the Consolidated Balance Sheets. Of the balance at December 3 1, 
2008, approximately ($1,580) million is classified as Deferied income taxes and approximately $61 million is classified as Other within Current 
Assets on the Consolidated Balance Sheets. 

Duke Energy Ohio is charged its proportionate share of corporate governance and other costs by a consolidated affiliate of Duke Energy. 
Corporate governance and other shared services costs are priinarily related to human resources, legal and accounting fees, as well as other third party 
costs. During the years ended December 3 I ,  2009, 2008 and 2007, Duke Energy Ohio recorded governance and shared services expenses of 
approximately $401 million, $3 I9 million and $249 million, respectfully, which are recorded in Operation, Maintenance and Other within Operating 
Expcnscs on thc Consolidatcd Statcmcnts of Operations. 

Duke Energy Ohio incurs expenses related to certain insurance coverages through Bison Insurance Company Limited, Duke Energy's wholly- 
owned captive insurance subsidiary. These expenses, wliicli are recorded in Operation, maintenance and other witliin Operating Expenses on the 
Consolidated Statements of Operations, were approximately $17 million, $18 million, and $24 million for the years ended December 31, 2009, 2008 
and 2007, respectively. Additionally, Duke Energy Ohio records income associated with the rental of office space to a consolidated affiliate of Duke 
Energy, as well as income associated with certain other recoveries of cost. Rental income and other cost recoveries were approximately $ 5  million, $13 
million and $12 million for the years ended December 3 I ,  2009, 2008 and 2007, respectively 

Duke Energy Ohio participates in Cinergy's qualified pension plan, non-qualified pension plan and Duke Energy's other post-retirement benefit 
plans and is allocatcd its proportionatc sliarc ofcxpenscs associatcd with thcsc plans (SCC Note 16) Additionally, Dukc Energy Ohio has bccn allocatcd 
accrued pension and other post-retirement and post..employment benefit obligations from Cinergy of approximately $253 million and $41 6 million at 
December 3 I ,  2009 and 2008, respectively. The above arnounts have been classified in the Consolidated Balance Sheets as follows: 
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Other curreiit liabilities 
Accrued pension and other post-retirement benefit costs 
Other deferred credits and other liabilities 

Veceinbcr 31, December 31, 
2009 2008 

(in millions) 
$ 4 $ 5 
$ 249 $ 406 
$ -  $ 5 

-- 

Additionally, certain trade receivables have been sold by Duke Energy Ohio to Cinergy Receivables, an unconsolidated entity formed by Cinergy. 
The proceeds obtained froin the sales of receivables are largely cash but do include a subordinated note froin Ciiiergy Receivables for a portion of tlie 
purchase price. This subordinated note is classified by Duke Energy Ohio as Receivables in tlie Consolidated Balance Sheets and was approxiniately $ 193 
million and $ I74 million as of December .3 I ,  2009 and December 3 I ,  2008, respectively. The interest income associated with the subordinated note, 
which is recorded in Other Income and Expenses, net on the Consolidated Statements of Operations, was approximately $15 million, $21 millioii and 
$25 inillioii for thc years ciided Dcccnibcr 3 I ,  2009 2008 and 2007, rcspcctivcly. 

During the years ended December 31, 2009, 2008 and 2007, Duke Energy Ohio paid dividends to its parent, Cinergy, of $360 million, $200 
million and $135 million, respectively. 

As discussed further in Note 14, Duke Energy Ohio participates in a money pool arrangement with Duke Energy and other Duke Energy 
subsidiaries. As of December 3 1, 2009, Duke Energy Ohio had net receivables of $184 million, classified within Receivables in the accompanying 
Consolidatcd Balancc Shccts. As of Deccinbcr 31, 2008, Duke Encrgy Ohio was in a payable position of $63 million, classificd within Notes payablc i n  
tlie accoinpanying Consolidated Balance Sheets The expenses associated with money pool activity, which are recorded in Interest Expense on the 
Consolidated Stateinents of Operations, were insignificant, approximately $3 million and approximately $1 1 million for the years elided December 3 1, 
2009, 2008 and 2007, respectively. 

12. Sales  of Accounts Receivable 

Accurtrits Receiwble Secirri/izution. Dukc Energy Ohio and Dukc Euergy Kcntucky sell, on a rcvolving basis, nearly all of their rctail accounts 
receivable and related collections to Cinergy Receivable. The securitization transaction was structured to meet tlie criteria for sale accounting treatment 
under the accounting guidance for transfers and servicing of financial assets and accordingly, through December 3 1, 2009, the transfers of receivables 
were accounted for as sales. 

The proceeds obtained from the sales of receivables are largely cash but do include a subordinated note from Ciiiergy Receivables for a portion of 
tlie purchase price (typically approximates 25% of tlie total proceeds). The note, which amounts to approximately $19.3 million and $174 million at 
December 3 1, 2009 and 2008, respectively, is subordiuate to senior loans that Cinergy Receivables obtains froin coinmercial paper conduits controlled 
by unrelated finaiicial institutions. These senior loans provide the cash portion of the proceeds paid to Duke Energy Ohio and Duke Energy Kentucky. 
This subordinated note is a retained interest (right to receive a specified portion of cash flows from tlie sold assets) under the accounting guidance for 
transfcrs and servicing of financial assets and is classificd within Rcccivablcs in  the accoinpanying Consolidatcd Balancc Shccts at Dcccinber 3 1, 2009 
and 2008. 

In 2008, Cinergy Receivables and Duke Energy Ohio and Duke Energy Keiitucky amended tlie governing purchase and sale agreement to allow 
Cinergy Receivables to convey its bankrupt receivables to the applicable originator for consideration equal to the fair market value of such receivables 
as of the disposition date. The amount of bankrupt receivables sold is limited to I %  of aggregate sales of the originator during the most recently 
completed 12 month period. Cinergy Receivables and Duke Energy Ohio and Duke Energy Kentucky completed a sale under this amendment in 2008. 

The carrying values of the retained interests are determined by allocating the carrying value of  the receivables between tlie assets sold and tlie 
interests retained based on relative fair value. The key assumptions in estimating fair value are the anticipated credit losses, tlie selection of discount 
rates, and expected reccivables turnovcr rate Bccausc (i) the rcceivablcs gciierally turnovct in less than two months, (ii) credit losses are reasonably 
predictable due to Duke Energy Ohio's broad custoiner base and lack of significant concentration, and (iii) the purchased beneficial interest is 
subordinate to all retained interests and thus would absorb losses first, tlie allocated bases of the subordinated notes are not materially different than their 
face value. Interest accrues to Duke Energy Ohio on tlie retained interests using tlie accretable yield method, which generally approximates the stated 
rate on the notes since the allocated basis and the face value are nearly equivalent. An impairment charge is recorded against the carrying value of both 
tlie retained interests and purchased beneficial interest whenever it is determined that an other-than-temporary impairment has occurred (which is 
unlikely unless credit losses on the receivables far exceed tlie anticipated level). 

The key assumptions used in estimating the fair value are as follows: 

Yenrs Ended 

Anticipated credit loss rate 
Discount rate on cxpcctcd cash flows 
Receivables turnover rate 

December 31, - 
2009 - 2008 __ 2007 - 

0.8% 0.7% 0.7% 
2.7% 5.3% 7.7% 

12.5% 12.4% 12.4% 



The hypothetical effect 011 the fair value of the retained interests assuming both a 10% and a 20% unfavorable variation in credit losses or 
discount rates is not material due to the short turnover of receivables and historically low credit loss history 

Duke Energy Ohio retains servicing responsibilities for its rolc as a collection agent on the amounts due on thc sold reccivablcs. Howcvcr, Cinergy 
Receivables assumes the risk of collection oil the purchased receivables without recourse to Duke Energy Ohio in the event of a loss. While no direct 
recourse to Duke Energy Ohio exists, it risks loss in the event collections are not sufficient to allow for full recovery of its retained interests. No 
servicing asset or liability is recorded since tlic scrviciitg fee paid to Duke Energy Ohio approximates a markct rate. 
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The following table shows the gross and net receivables sold, retained interests, sales, and cash flows during the periods ending: 

Rcceivablcs sold as of pcriod cnd 
Less: Retained interests 
Net receivables sold as of period end 
Sales dur ing  per iod 
Receivables sold 
Loss recognized on sale 
Cash flows dur ing  per iod 
Cash proceeds from receivables sold 
Collection fees received 
Return received on retained interests 

13. Property,  Plant and  Equipment  

Land 
Plant-Regulated 

Electric generation, distribution and transmission (Q) 
Natural gas transmission and distribution hi) 

Other buildings and improvements (0) 

Electric generation, distribution and transmission 
Othcr buildings and improvcmcnts 

Plant-LJnregulated 

Equipment 
Construction in process 
Other 
Total property, plant and equipment 
Total accumulated del.'reciation-regulated(h) 
Total accuinulatcd dcprcciation-unrcgulatcd 
Total net property, plant and equipment 

Estimated 
Useful Life 

(Years) - 

8 - 100 
12 - 60 

25 -- 100 

8 - 100 
30 

5 - 3 0  

5 - 1 0  
__. 

Years Ended December 31, 
2009 2008 2007 

(in millions) 
- - -  
$ 376 $ 473 $ 4.37 

193 174 189 
$ 183 $ 299 $ 248 
- - -  

$3,108 $3,316 $3,189 
26 38 46 

$3,063 $3,276 $3,086 
2 3 3 

15 21 25 

December 31, December 31, 

(in niillions) 
2009 20U8 , 

$ 134 $ 126 

3,376 3,262 
1,694 1,566 

129 103 

4,230 
190 
89  

210 
191 

$ 7,864 

3,710 
190 
60 

843 
187 

10,047 
( 1,646) 

(63 1) 
$ 7,770 

Includes capitalized leases of approximately $1 11  million and $109 million at December 31, 2009 and 2008, respectively. 
Includes accuinulated amortization of capitalized leases of approximately $1 1 million and $6 million at December 31, 2009 and 2008, 
respectively 

Capitalizcd interest, which iiicludcs thc debt coniponcnt of AFUDC, amountcd to approximately $4 million, $19 million and $30 million for thc 
years ended December .3 I ,  2009, 2008 and 2007, respectively 

14. Debt a n d  Credi t  Facilities 

Surnarai.y of Debt arid Related Terriis 

Unsecured debt 
First mortgage bonds@)) 
Capital leases 
Othcr dcbtW 
Notes payable 
Money pool borrowings 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, net 
Total debt 

Weighted- 
Average 

Rate 

5.7% 
4 3% 
5.1% 
0.7% 
2.2% 
0.5% 

December 31, December 31, 

(in niillions) 
Year Due 2009 20U8 - 

2012-2036  $ 1,305 $ 1,225 
2013 -2019 700 - 
2010 - 2020 55 51 
2010 -2041 512 646 

- 280 
63 - 
-_ (2) 

(38) (39) 
2,592 2,226 



Current maturities of long-term debt 
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Short-term notes payable 
Total long-term debt 

December .It ,  Dcccnibcr 31, 
Weightcd- 
Avcrnge 

Rnte Year Due 2009 2008 
(in millions) 

(343) 
$ 2,573 $ 1.856 

- 

(a) 

(b) 

As of December 31, 2009, substantially all of Franchised Electric and Gas’ electric plant in  service is mortgaged under the mortgage bond 
indcnture relating to Dultc Encrgy Ohio. 
Includes $538 inillion of Duke Energy Ohio tax-exempt bonds as of both December 31,2009 and 2008. As of both December 31,2009 and 
2008, zero was secured by first mortgage bonds and $62 million was secured by a letter of credit. 

Unsecured Debt. In  September 2009, Duke Energy Kentucky issued $100 million of senior debentures, which carry a fixed interest rate of 
4”65% and mature October 1,2019. Proceeds from the issuance were used to repay Duke Energy Kentucky’s bonowings under Duke Energy’s master 
credit facility, to replenish cash used to repay $20 million principal amount of debt due September 15, 2009 and for general corporate purposes. 

Firs t  Mortgage Bonds. In December 2009, Duke Energy Ohio issued $250 million principal amount of first inortgage bonds, which c a w  a fixed 
interest rate of 2.10% and mature .June 15, 2013. Proceeds froni this issuance, together with cash on hand, were used to repay Duke Energy Ohio’s 
borrowing under Duke Energy’s master credit facility. In conjunction with this debt issuance, Duke Energy Ohio entered into an interest rate swap 
agreement that converted interest on this debt issuance from the fixed coupon rate to a variable rate. The initial variable rate was set at 0.31%. 

In March 2009, Dike Energy Ohio issued $450 million principal amount of first mortgage bonds, which carry a fixed interest rate of5.45% and 
inature April I ,  201 9 Procecds froin this issuance werc uscd to repay short-term notes and for gciieral corporatc purposes, including funding capital 
expenditures 

O t h e r  Debt. I n  December 2008, Duke Energy Kentucky refunded $50 million of tax-exempt auction rate bonds through the issuance of $50 
million of tax-exempt variable-rate demand bonds, which are supported by a direct-pay letter of credit. The variable-rate demand bonds, which are clue 
August 1, 2027, had an initial interest rate of 0.65% which is reset on a weekly basis. 

Money Pool. Duke Energy Ohio and its wholly-owned subsidiary, Duke Energy Kentucky, reccive support for their short-tern1 borrowing necds 
through their participation with Duke Energy and other Duke Energy subsidiaries in a money pool arrangement. Under this arrangement, those 
companies with short-term funds may provide short-term loans to affiliates participating under this arrangement. The money pool is structured such 
that Duke Energy Ohio and Duke Energy Kentucky scparately manage their cash weds  and working capital requirements. Accordingly, there is no net 
settlement of receivables and payables of Duke Energy Ohio and Duke Energy Kentucky, as each of tliese entities independently participate in the 
money pool. As of December 3 1, 2009, Duke Energy Ohio and Duke Energy Kentucky had combined net receivables of approximately $1 84 million 
which are classified in Receivables on the Consolidated Balance Sheets. As of December 3 I ,  2008, Duke Energy Ohio and Duke Energy Kentucky had 
combined net borrowings of approxiinately $63 million classified within Notes payable in the accompanying Consolidated Balance Sheets. During the 
year ended December 31, 2009, tlie $184 inillion inciease in the money pool receivables is reflected as a cash outflow in Notes due from affiliate, net 
within Net cash used in investing activities on tlie Consolidated Statements of Cash Flows. During the year ended December 31, 2009, the $63 inillion 
decrease in  the money pool borrowings is reflected as a cash outflow in Notes payable to affiliate, net within Net cash provided by (used in) financing 
activities on the Consolidated Statements of Cash Flows. During the year ended December 3 1, 2008, the $ I26 inillion decrease in the money pool 
activity is reflected as a cash outflow in Notes payable to affiliate, net within Net cash provided by (used in) financing activities on the Consolidated 
Stateinents of Cash Flows During the year ended December 3 1,2007, the $85 inillion decrease in the money pool activity i s  reflected as a cash outflow 
in Notes payable to affiliate, net within Net cash provided by (used in) financing activities on the Consolidated Statements of Cash Flows 

Auction Rate  Debt. As of Deceinber 3 1 ,  2009, Duke Energy Ohio had auction rate tax-exempt bonds outstanding of approximately $391 
million. While these debt instruments are long-tern1 in nature and cannot be put back to Duke Energy Ohio prior to maturity, the interest rates on these 
instruments are designed to reset periodically through an auction process. In February 2008, Duke Energy Ohio began to experience failed auctions for 
these debt instruments. When failed auctions occur on a series o f  this debt, Duke Energy Ohio is required to begin paying a failed-auction interest rate 
on the instrument. The failed-auction interest rate for the majority of the auction rate debt is 2.0 times one-month London Interbank Offered Rate 
(LIBOR). Payment of the failed-auction interest rates will continue until Duke Energy OIlio is able to either successfully remarket these instruments 
through the auction process, or refund and refinance the existing debt. While Duke Energy Ohio has plans to refund and refinance its remaining auction 
rate tax-exempt bonds, the timing of such refinancing activities is uncertain and subject to market conditions. If Duke Energy Ohio is unable to 
successfully refund and refinance these debt instruments, the impact of paying higlier interest rates on the outstanding auction rate debt is not expected 
to materially affect Duke Energy Ohio’s overall financial position, results of operations or cash flows. The weighted-average interest rate associated 
with Duke Energy Ohio’s auction ratc tax-exempt bonds was 0.46% as of Dcccinber 3 I ,  2009 and 1 58% as of Deccinbcr 3 1, 2008. 

Floating Rate  Debt. Unsecured debt and other debt included approximately $538 million and $61 I million of floating-rate debt as of 
December 3 1, 2009 and 2008, respectively. Floating-rate debt is priinarily based on commercial paper rates or a spread relative to an index such as 
LIBOR. As of December 31, 2009 and 2008, the average interest rate associated with floating-rate debt was approximately 0.4% and 1 9%. 
respectively. 

I 1  i I’ I I 



Maturities, Call Optiorrs arid Acccleratioir Clartses. 

iliiriiiul Mutririfies as of December 31, 2009 
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2010 
201 1 
2012 
2013 
2014 
Tliereafter 
Total long-term debt including current maturities 

(in millions) 
s 19 

32  
507 
254 
4 5  

1,735 
$ 2,592 

Duke Energy Ohio has the ability under certain debt facilities to call and repay the obligation prior to its scheduled maturity. Therefore, the actual 
timing of future cash repayments could be materially different than the above as a result of Duke Energy Ohio's ability to repay these obligations prior 
to their schcdulcd maturity. 

Available Credi t  Facilities. The total capacity under Duke Energy's master credit facility, which expires iii June 2012, is approximately $3.14 
billion. The credit facility contains an option allowing borrowing up to llie full amount of tlie facility on tlie day of initial expiration for up Lo one 
year. Duke Energy and certain of its wholly-owned subsidiaries, including Duke Energy Ohio and Duke Energy Kentucky, each have borrowing capacity 
under tlie master credit facility up to specified sub limits for each boirower. However, Duke Energy has tlie unilateral ability to increase or decrease the 
borrowing sub limits of cach boriower, subject to per borrower maximuin cap limitations, at any time. At December 3 1, 2009, Duke Energy Ohio and 
Duke Energy Kentucky had borrowing sub limits under Duke Energy's master credit facility of $650 million and $100 million, respectively. The amount 
available to Duke Energy Ohio and Duke Energy Kentucky under their sub limits to Duke Energy's master credit facility has been reduced by draw downs 
of cash, borrowings through the money pool arrangement, and the use of the master credit facility to backstop tlie issuances of letters of credit and 
certain tax-exempt bonds. 

In September 2008, Duke Energy and certain of its wholly-owned subsidiaries, including Duke Energy Ohio and Duke Energy Kentucky, borrowed 
a total of approximately $ I  billion under Duke Energy's master credit facility. Duke Energy Ohio's and Duke Energy ICentucky's proportionate share of 
the borrowing was approximately $279 million and $74 million, respectively. The loans under the master credit facility were revolving credit loans 
bearing interest at one-month LIBOR plus an applicable spread ranging from 19 to 23 basis points. The loans for Duke Energy Ohio and Duke Energy 
Kentucky had stated maturities of September 2009; however, Duke Energy Ohio and Duke Energy Kentucky had the ability under the master credit 
facility to renew tlie loans due in September 2009 on an annual basis up through the date the master credit facility matures in June 2012. As a result of 
these annual renewal provisions, in September 2009, Duke Energy Ohio repaid and immediately re-borrowed approximately $279 million under the 
master credit facility, Duke Energy Kentucky's borrowings of $74 million, which was repaid in 2009 through funds obtained from the issuance of long- 
term debt as discussed above, was included i n  Long-Term Debt on the Consolidated Balance Sheets at December 3 1, 2008. Duke Energy Ohio's 
borrowing under the master credit facility was repaid in the fourth quarter of 2009, as discussed above. As Duke Energy Ohio did not have the intent to 
refinance its borrowings on a long-term basis, amounts outstanding at December 31, 2008 of $279 million were reflected in Notes Payable within 
Currcnt Liabilities on thc Consolidatcd Balaiicc Shcets. 

At December 31, 2009 and December 3 1, 2008, approximately $134 million and $146 million, respectively, of tax-exempt bonds, which are 
short-term obligations by nature, were classified as Long-Term Debt on the Consolidated Balance Sheets due to Duke Energy Ohio's intent and ability to 
utilize such borrowings as long-term financing. Duke Energy's credit facilities with non-cancelable terms i n  excess of one year as of the balance sheet 
date give Duke Energy Ohio the ability to refinance these short-term obligations on a long-term basis. Of the $134 million of tax-exempt bonds 
outstanding at December 3 1, 2009, approximately $84 million were backstopped by Duke Energy's master credit facility, with tlie remaining balance 
backstopped by other specific long-term credit facilities separate from the master credit facility. 

In September 2008, Duke Energy Kentucky and Duke Energy Indiana, Inc (Duke Energy Indiana), a wholly-owned subsidiary of Duke Energy, 
collcctivcly ciitcrcd into a $330 million thrce-ycar lcttcr of crcdit agrccmcnt with a syndicatc of banks LJndcr this lcttcr of crcdit agrccmcnt, Duke 
Energy Icentucky may request the issuance of letters of credit up to $51 million on its behalf to support various series of  variable rate demand bonds 
issued or to be issued on behalf of Duke Energy Kentucky. This credit facility, which is not part of Duke Energy's master credit facility, may not be used 
for any puipose other than to support variable rate demand bonds issued by Duke Energy Kentucky and Duke Energy Indiana. 

Restrictive Debt Covenants. Duke Energy's debt and credit agreement contains various financial and other covenants, including. but not limited 
to, a covenant regarding tlie debt-to-total capitalization ratio at Duke Energy, Duke Energy Ohio and Duke Energy Kentucky to not exceed 65%. Duke 
Energy Ohio's debt agreements also contain various financial and other covenants. Failure to meet those covenants beyond applicable grace periods 
could result in accelerated due dates and/or termination of the agreements, As of December 3 1, 2009, Duke Energy, Duke Energy Ohio and Duke Energy 
Kentucky were in compliance with all covenants that would impact Duke Energy Ohio's or Duke Energy Kentucky's ability to borrow funds under tlie 
debt and crcdit facilities. In addition, sonic crcdit agrcciiicnts may allow for accclcration of paymciits or tcrmination of tlic agrccincnts duc to 
nonpayment, or tlie acceleration of other significant indebtedness of the borrower or some of its subsidiaries. None of the debt or credit agreements 
contain material adverse change clauses. 

15. Commitments  a n d  Contingencies  

General bisurarrce 



Duke Energy Ohio carries, either directly or through Duke Energy's captive insurance company, Bison Insurance Company Limited, insurance and 
reinsurance coverage consistent with companies engaged in similar commercial operations with similar type properties. Duke Energy Ohio's insurance 
coverage includes (i) commercial general public liability insurance for liabilities arising to third parties for bodily injury and property damage resulting 
from Duke Energy Ohio's operations; (ii) workers' Compensation liability coverage to required statutory limits; (iii) automobile liability insurance for all 
owned, non-owned and hired vehicles covering liabilities to third parties for bodily injury and property damage; (iv) insurance policies in support of the 
indemnification provisions of Duke Energy Ohio's by-laws and (iv) property insurance covering the replaceinelit value of all real and personal propeity 
damage, excluding electric transmission and distribution lines, including damages arising from boiler and machinery breakdowns, earthquake, flood 
damage and extra expense. All coverage is subject to certain deductibles or retentions, sublimits, terms and conditions conirnon for companies with 
similar typcs of operations. 
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Duke Energy Ohio also maintains excess liability insurance coverage above the establislied primary limits for commercial general liability and 
automobile liability insurance. L.imits, terms, conditions and deductibles are comparable to those carried by other energy companies of similar size. 

The cost of Duke Energy Ohio’s general insurance coverage can fluctuate year to year reflecting the changing conditions of the insurance 
markets. 

Eiivirnniiienfnl 

Duke Energy Ohio is subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other 
environmental matters. These regulations can be changed from time to time, imposing new obligations on Duke Energy Ohio. 

Rcnicdiafiun Acfivifics. Duke Energy Ohio and its affiliates are responsible for environmental remediation at various contaminated sites. These 
include some properties that are part of ongoing Duke Energy Ohio operations, sites formerly owned or used by Duke Energy Ohio entities, and sites 
owned by third parties. Remediation typically involves management of contaminated soils and may involve groundwater remediation. Managed in 
conjunction with relevant federal, state and local agencies, activities vai’y with site conditions and locations, remedial requirements, complexity and 
sharing of responsibility. If remediation activities involve statutory joint and several liability provisions, strict liability, or cost recovery or contribution 
actions, Duke Energy Ohio or its affiliates could potentially be held responsible for contamination caused by other parties. In some instances, Duke 
Energy Ohio may share liability associated with contamination with other potentially responsible parties, and may also benefit from insurance policies 
or contractual indemnities that cover some or all cleanup costs. All of these sites generally are managed in the normal course of business or affiliate 
operations During 2009, Duke Energy Ohio recorded additional reserves associated with remediation activities at certain of its sites and it is anticipated 
that additional costs associated with remediation activities at certain of its sites will be incurred in tlie future. 

Included in Other within Dcfcrrcd Credits and Other Liabilities and Other within Currcnt Liabilitics on the Consolidated Balancc Shccts wcrc total 
accruals related to extended environmental-related activities of approximately $20 million and $ 1  1 million as of December 31, 2009 and 2008, 
respectively. These accruals represent Duke Energy Ohio’s provisions for costs associated with remediation activities at some of its current and former 
sites, as well as other relevant environmental contingent liabilities. Management, in the normal course of business, continually assesses the nature and 
extent of known or potential environiiiental-related contingencies and records liabilities when losses become probable and are reasonably estimable. 
Costs associated with remediation activities within Duke Energy’s regulated operations are typically expensed unless recovery of the costs is deemed 
probable. On August 10, 2009, Duke Energy Ohio filed an application with the PUCO for approval to defer costs related to Manufactured Gas Plant site 
remediation. 

Clcaii IVnfcr Acf  316(h). The EPA finalized its cooling water intake structures rule in July 2004. The rule established aquatic protection 
rcquircincnts for existing facilitics that withdraw 50 million gallons or niorc of watcr per day from rivcrs, strcams, lakcs, rcscrvoirs, estuaries, occans, or 
other U.S waters for cooling purposes. Three of six coal-fired generating facilities in which Duke Energy Ohio is either a whole or partial owner are 
affected sources under that rule. On April 1, 2009, the U.S Supreme Court ruled in favor of the appellants that the EPA may consider costs when 
determining which technology option each site should implement. Depending on how the cost-benefit analysis is incoiporated into the revised EPA rule, 
the analysis could narrow the range of technology options required for each of the three affected facilities Because of the wide range of potential 
outcomes, Duke Energy Ohio is unable to estimate its costs to comply at this time. 

Clcnii Air Infersfate Ride (CAZR). Thc EPA finalized its CAIR in May 2005. The CAIR limits total annual and summertime NO emissions and 
annual SO2 emissions from electric generating facilities across the Eastern L I S  through a two-phased cap-and-trade program. Phase 1 began in 2009 for 
NO, and begins in 2010 for SO 2. Phase 2 begins in 2015 for both NO and SO 2. On March 25, 2008, the U.S. Court of Appeals for the District of 
Columbia (D.C. Circuit) hcard oral argumcnt in a casc involving multiple challcngcs to thc CAIR. On July 1 I,  2008, the D.C Circuit issucd its decision 
in North Curolinu I). EPANo. 05-1244 vacating the CAIR. The EPA filed a petition for rehearing on September 24,2008 with the D.C. Circuit asking 
the court to reconsider various parts of its ruling vacating the CAIR. In December 2008, tlie D.C. Circuit issued a decision remanding the CAIR to the 
EPA without vacatur The EPA must now conduct a new rulemaking to modify the CAIR in accordance with the court’s July 1 1 ,  2008 opinion. This 
decision means that the CAIR as initially finalized in 2005 remains in effect until the new EPA rule takes effect. The EPA has indicated that it 
currently plans on issuing a proposed rule in the April-May 2010 timeframe. I t  is uncertain how long the current CAIR will remain in effect or how the 
new rulemaking will alter the CAIR. 

Duke Energy Ohio plans to spend approximately $65 million between 2010 and 2014 to comply with Phase 1 of the CAIR. Duke Energy Ohio is 
currently unable to estimate the costs to comply with any new rule the EPA will issue in the future as a result of the D.C. District Court’s December 
2008 decision discusscd above. Dukc Energy Ohio will rccovcr most of thc dcprcciation and financing costs rclatcd to cnvironmcntal compliance 
projects for 2009-201 1 through its ESP. 

Cud Cuiiibrisfiuii Prudircf (CCP) Mnnngeirrcrrf. Duke Energy Ohio currently estimates that i t  will spend approximately 588 million over the 
period 2010-2014 to install synthetic caps and liners at existing and new CCP landfills and to convert some of its CCP handling systems from wet to 
dry systems. The EPA and a number of states are considering additional regulatory measures that will contain specific and more detailed requirements 
for the management and disposal of coal combustion products, primarily ash, from Duke Energy Ohio’s coal-fired power plants. The EPA has indicated 
that it intends to propose a rule early i n  2010. Additional laws and regulations under consideration which more stringently regulate coal ash, including 
the potential regulation of coal ash as hazardous waste, will likely increase costs for Duke Energy Ohio’s coal facilities. Duke Energy Ohio is unable to 
estimate its potential costs at this time. 
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Conyreheirsive Eiiviroirmerrtal Respoiise, Contpensatinn arid Liability Act Matter. In August 2008, Duke Energy Ohio received a notice from the 
EPA tliat i t  lias been identified as a potentially responsible party under the Comprehensive Enviroiiinental Response, Compensation, and Leiability Act 
at the LWD, Inc , Superfund Site in Calvert City, Kentucky. At this time, Duke Energy Ohio does not have any further iiiforiiiation regarding the scope 
of potential liability associated with this matter 

Litigation 

New Source Review (NSR). In 1999-2000, the U.S. Department of Justice (DOJ), acting on behalf of the EPA and joined by various citizen 
groups and slates, iilcd a number of complaints and notices of violation against multiple utilities across tlie countiy for alleged violations of tlie NSR 
provisions of the Clean Air Act (CAA). Generally, the government alleges that projects perforiiied at various coal-fired 

49 



Table of Contgpm 

PART I1 

DUKE ENERGY OHIO, INC. 
Notes To Consolidated Financial Statements-(Continued)  

units were major modifications, as defined in the CAA, and that the utilities violated the CAA when they undertook those projects without obtaining 
permits and installing the best available emission controls for SO 2,  NO, and particulate matter. The complaints seek injunctive relief to require 
installation of pollution control technology on various generating units that allegedly violated the CAA, and unspecified civil penalties in  amounts of 
up to $32,500 per day for each violation. Two of Duke Energy Ohio’s plants have been subject to these allegations. Duke Energy Ohio asserts that 
there were no CAA violations because the applicable regulations do not require permitting in cases where the projects undertaken are “routine” or 
otherwise do not result in a net increase in emissions. 

I n  November 1999, tlie U.S. brought a lawsuit in the U.S. Federal District Court for tlie Southern District of Indiana against Duke Energy Ohio 
alleging various violations of the CAA at Duke Energy Ohio’s W.C. Beckjord and Miami Fort Stations. Three northeast states and two environmental 
groups have intervened in the case. A Jury trial commenced on May 5, 2008 and jury verdict was returned on May 22, 2008. The jury found in favor of 
Duke Energy Ohio. Additionally, the plaintiffs liad claimed that Duke Energy Ohio violated an Administrative Consent Order entered into i n  1998 
between the EPA and Cinergy relating to alleged violations of Ohio’s State Implementation Plan provisions governing particulate matter at Duke 
Energy Ohio’s W.C. Beckjord Station. 

A remedy trial for violations previously established at the W.C Beckjord Station was held during the week of February 2, 2009. On May 29, 
2009, the court issued its rcinedy ruling and ordered the following relief: (i) civil penalty in  the amoiint of $687,500 for Beckjord violations; and 
(ii) installation of a particulate continuous emissions monitoring system at the W.C. Beckjord Station Units 1 and 2. Tlie civil penalty has been paid. 

On July 3 1, 2009, tlie EPA served a request for information under section 114 of the CAA on Duke Energy Ohio, requesting information 
pertaining to various maintenance projects and emissions and operations data relevant to tlie W.C. Beckjord and Miami Fort stations in  Ohio. Duke 
Energy Ohio’s objections and responses to the EPA’s section I14 request were filed on September 28, 2009 and Duke Energy Ohio continues to provide 
information to the EPA. 

It is not possible to estimate the damages, i f  any, that Duke Energy Ohio might incur i n  connection with these matters. Ultimate resolution of 
these matters relating to NSR, even in settlement, could have a material adverse effect on Duke Energy Ohio’s consolidated results of operations, cash 
flows or financial position. However, Duke Energy Ohio will pursue appropriate regulatory treatment for any costs incurred in  connection with such 
resolution. 

Sectiort 126 Petitions. In March 2004, the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that sources 
in 13 upwind states, including Ohio, significantly contribute to North Carolina’s non-attainment with certain ambient air quality standards. I n  August 
2005, the EPA issued a proposed response to the petition The EPA proposed to deny the ozone portion of the petition based upon a lack of 
contribution to air quality by the named states. Tlie EPA also proposed to deny the particulate matter portion of the petition based upon the CAIR 
Fcdcral Impleincntation Plan (FIP) that would address tlic air quality concerns from neighboring states. On April 28, 2006, the EPA denied North 
Carolina’s petition based upon the final CAIR FIP described above. North Carolina has filed a legal challenge to tlie EPA’s denial. Briefing in that case is 
under way. On March 5, 2009 the D.C. Circuit remanded the case to the EPA for reconsideration. The EPA has conceded that the D C. Circuit’s July 18, 
2008 dccision i n  the CAIR litigation, Nurlli Curulinci v.  EPANo. 05-1244, discussed abovc, and a subscqucnt ordcr issued by tlic D.C. Circuit on 
December 23, 2008, have eliminated the legal basis for the EPA’s denial of North Carolina’s Section 126 petition At this time, Duke Energy Ohio 
cannot predict the outcome of this proceeding. 

Carbon Dioxide (C02) Lifigatioir. I n  July 2004, tlie states of Connecticut, New York, California, Iowa, New Jersey, Rhode Island, Vermont. 
Wisconsin and the City ofNew York brought a lawsuit in the I1.S. District Court for the Southern District ofNew York against Cinergy, American 
Electric Power Company, Inc , American Electric Power Service Corporation, The Southern Company, Tennessee Valley Authority, and Xcel Energy 
Inc. A similar lawsuit was filed i n  tlic U S District Court for the Southern Distiict ofNew York against the samc companies by Opcn Space Institute, 
Inc., Open Space Conservancy, Inc., and The Audubon Society of New I-Iampshire. These lawsuits allege that the defendants’ emissions of CO 2 from the 
combustion of fossil ftiels at electric generating facilities contribute to global warming and amount to a public nuisance. The complaints also allege that 
the defendants could generate the same amount of electricity while emitting significantly less CO 2. The plaintiffs are seeking an injunction requiring 
each defendant to cap its COz emissions and then reduce them by a specified percentage each year for at least a decade. In September 2005, the District 
Court granted tlie defendants’ motion to dismiss the lawsuit. The plaintiffs appealed this ruling to the Second Circuit Court of Appeals. Oral arguments 
were held before the Second Circuit Court of Appeals on June 7, 2006. In September 2009, the Court of Appeals issued a ruling reversing the lower court 
ruling. Duke Energy Ohio is currently evaluating its options for rehearing and appeal. I t  is not possible to predict with certainty whether Duke Energy 
Ohio will incur any liability or to estimate the damages, if any, that Duke Energy Ohio might incur in connection with this matter. 

Zirrrrrier Gerteratirrg Station Laivsrrit. I n  Novcmbcr 2004, a citizen of the Village of Moscow, Ohio, tlic town adjaccnt to Duke Energy Ohio’s 
Zimmer Generating Station, brought a purported class action in the U.S. District Court for the Southern District of Ohio seeking monetary damages and 
injunctive relief against Duke Energy Ohio for alleged violations of the CAA, the Ohio SIP, and Ohio laws against nuisance and common Iaw 
nuisance. The plaintiffs have filed a numbcr of additional notices of intent to sue and two lawsuits raising claims similar to those in the original claim. 
One lawsuit was dismissed on procedural grounds, and the remaining two have been consolidated On December 28, 2006, the District Court certified this 
case as a class action. In March 2009, a settlement in principle was reached with the class plaintiffs and approved by the court in September 2009. The 
settlement will not have a material adverse effect on Duke Energy Ohio’s consolidated results of operations, cash flows or financial position. 

Hurricane Katriira Zmvsrrit. In April 2006, Cinergy was named in the third amended complaint of a purported class action lawsuit filed in the U.S. 
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District Court for tlie Southern District of Mississippi. Plaintiffs claim that Cinergy, along with numerous other utilities, oil companies, coal companies 
and chemical companies, are liable for damages relating to losses suffered by victims of Hurricane Katrina. Plaintiffs claim that defendants' greenhouse 
gas emissions contributed to the frequency and intensity of storms such as Hurricane Katrina. On August 30, 2007, tlie court dismissed tlie case. The 
plaintiffs filed their appeal to the Fifth Circuit Court of Appeals. In October 2009, tlie Court of Appeals issued a ruling reversing the lower court ruling. 
Duke Energy Ohio is currently evaluating its options for rehearing and appeal. It is not possible to predict with certainty whether Duke Energy Ohio 
will incur any liability or to estimate tlie damages, if any, that Dulte Energy Ohio might incur in  connection with this matter. 

Ohio Antitrust Lmusrrit. In January 2008, four plaintiffs, including individual, industrial and non-profit customers, filed a lawsuit against Duke 
Energy Ohio i n  federal court in tlie Southern District of Ohio. Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas & Electric Company 
(CG&E)), conspired to provide inequitable and unfair price advantages for certain large business consumers by entering into non-public option 
agreements with such consumers in exchange for their withdrawal of challenges to Duke Energy Ohio's (then CG&E's) pending RSP, which was 
implemented in early 2005. Duke Energy Ohio denies the allegations made in the lawsuit. Following Duke Energy Ohio's filing of a motion to dismiss 
plaintiffs' claims, plaintiffs amended their complaint on May 30, 2008. Plaintiffs now contend that tlie 
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contracts at issue were an illegal rebate which violate antitrust and Racketeer Influenced and Corrupt Organizations (RICO) statutes. Defendants have 
again moved to dismiss the claims. On March 3 1, 2009, the District Court granted Duke Energy Ohio's motion to dismiss Plaintiffs have filed a motion 
to alter or set aside the judgment. 

Asbestos-related Iitjiiries and Daiiiages Claiiiis Duke Energy Ohio has been named as a defendant or co-defendant in  lawsuits related to asbestos at 
its electric generating stations. The impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position of these cases to 
date has not been material. Based on estimates under varying assumptions concerning uncertainties, such as, among others: (i) the number of 
contractors potentially exposed to asbestos during construction or maintenance of Duke Energy Ohio's generating plants; (ii) the possible incidence of 
various illnesses among exposed workers; and (iii) the potential settlement costs without federal or other legislation that addresses asbestos tort actions, 
Duke Energy Ohio estimates that the range of reasonably possible exposure in existing and future suits over the foreseeable future is not material. This 
estimated range of exposure may change as additional settlements occur and claims are made and more case law is established. 

Ofher Litigation arid Legal Proceediiigs. Duke Energy Ohio and its subsidiaries are involved in other legal, tax and regulatory proceedings arising 
in the ordinary course of business, some of which involve substantial amounts. Duke Energy Ohio believes that the final disposition of these 
proceedings will not have a material adverse effect 011 its consolidated results of operations, cash flows or financial position. 

Duke Energy Ohio has exposure to certain legal matters that are described herein. As of both December 31, 2009 and December 3 I ,  2008, Duke 
Energy Ohio bas recorded insignificant reserves for these proceedings and exposures. Duke Energy Ohio expenses legal costs related to the defense of 
loss contingcncics as incurred. 

Oilier Coiiiiiiitmwts arid Coizriitgeiicies 

Geiicral. Duke Energy Ohio enters into various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or 
power purchase contracts) that may or may not be recognized on the Consolidated Balance Sheets. Some of these arrangements may he recognized at 
market value on the Consolidated Balance Sheets as iindesignated hedge contracts or qualifying hedge positions 

Operariirg arid Capital Lease Coniiiiitiiieiits 

Duke Energy Ohio leases assets in several areas of its operations. Consolidated rental expense for operating leases, which is included in Operation, 
Maintenance and Other on the Consolidated Statements ot Operations, was approximately $22 million, $3 1 million and $32 million for the years ended 
December 31, 2009,2008 and 2007, respectively Capitalized lease obligations are classified as debt on the Consolidated Balance Sheets (see Note 14) 
Amortization of assets recorded under capital leases is included in Depreciation and Amortization on the Consolidated Statements of Operations The 
following is a summary of future minimum lease payments under operating leases, which at inception had a noncancelable teim of more than one year, 
and capital leases as of December 3 1, 2009: 

2010 
201 I 
2012 
2013 
2014 
Thereafter 
Total future minimum lease payments 

Operating Cipitnl 
Leases 

( i s  millioss) 
.- Le:W!s 

$ 18 $ 9  
16 8 
13  8 
1 1  8 
8 7 

32  1 5  
$ 5 5  
- - $ 9 8  - 

16. Employee Benefit Plans 

retirement benefit plans sponsored by Cinergy and Duke Energy, respectively. Cinergy allocates pension and other post-retirement obligations and costs 
related to these plans to Duke Energy Ohio. 

Cinergy  Ret i rement  Plans.  Duke Energy Ohio participates in qualified and non-qualified defined benefit pension plans and other post- 

Net periodic bcnefit cost disclosed in the tables below for thc qualified, non-qualificd and other post-rctiremcnt benefit plans reprcscnt thc cost of 
the respective plan for the periods presented. However, portions of the net periodic benefit cost disclosed in the tables have been capitalized as a 
component of property, plant and equipment 

Cinergy uses a December 3 1 measurement date for its plan assets 

Amounts presented in the tables below represent the amounts of pension and other post-retirement benefit cost allocated to Duke Energy Ohio. 
Additionally, Duke Energy Ohio is allocated its proportionate share of pension and other post-retirement benefit cost for cmployces of Dukc Encrgy's 
shared services affiliate that provides support to Duke Energy Ohio. These allocated amounts are included in the governance and shared services costs 
discussed i n  Note I 1  



Qunlificd Pcirriorr PIRirs 

Cincrgy's qualified dcfincd bcncfit pension plans covcr substantially all cmployccs inceting ccrtain minilnuin age and scrvicc rcquircmcnts. Tlic 
plans cover most employees using a cash balance forinula Under a cash balance formula, a plan participant accuinulates a retirement benefit consisting 
of pay credits that are based upon a percentage (which varies with age and years of service) of current eligible earnings and current interest credits. 
Certain legacy Cinergy employees are covered under plans that use a final average earnings formula. Under a final average earnings formula, a plan 
participant accuinulates a retirement benefit equal to a percentage of their highest 3-year average earnings, plus a percentage of their highest 3-year 
average earnings i n  excess of covered compensation per year of 
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participation (maximum of 35 yeais), plus a percentage of their highest 3-year average earnings times years of participation in excess of 35 years 

Funding for the qualified defined benefit pension plans is based on actuarially determined contributions, the maximum of which is generally the 
amount deductible for tax purposes and the minimum being that required by the Employee Retirement Income Security Act of 1974, as amended. The 
pension plans’ assets consist of invcstments in  equity and dcbt securities. 

Actuarial gains and losses are amortized over the average remaining service period of the active employees, which is 1 1  years. Cinergy determines 
the market-related value of plan assets using a calculated value that recognizes changes in fair value of the plan assets over five years. 

Duke Energy Ohio’s qualified pension plan pre-tax net periodic pension benefit costs as allocated by Cinergy were approximately $6 million, $12 
million and $14 million for the years ended December 31, 2009, 2008 and 2007, respectively. These amounts exclude approxiinately $4 million, $4 
million and $7 million of rcgulatory asset amortization rcsulting from purchasc accounting for the ycars ended December 3 I ,  2009, 2008 and 2007, 
respectively 

The fair value of Cinergy’s plan assets was approximately $1,928 million and $1,110 million as of December 31, 2009 and 2008, respectively. 
The projected benefit obligation for the plans was approximately $2,228 million and $1,992 million as of December 3 I ,  2009 and 2008, respectively. 
The accumulated benefit obligation for the plans was approximately $2,025 million and $1,729 million as of December 31, 2009 and 2008, 
respectively. The accrued qualified pension liability allocated by Cinergy to Duke Energy Ohio, which represents Duke Energy Ohio’s proportionate 
share of the unfunded status of the Ciiiergy qualified pensioii plan, was approximately $1.32 million and $334 million as of December 3 1 ,  2009 and 
2008, respectively, and is recognized in Accrued pension and other post-retirement benefit costs within the Consolidated Balance Sheets. 

Duke Energy’s policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefits to be paid to plan participants In 2009, 
Duke Energy Ohio made a cash contribution of approximately $2 10 million, which represented its proportionate share of an approximate $800 inillion 
total contribution to Cinergy’s and Duke Energy’s qualified pension plans. Duke Energy did not make any contributions to its defined benefit retirement 
plans in 2008. Duke Energy made qualified pension benefit contributions of approximately $350 million to the legacy Cinergy qualified pension benefit 
plans in 2007, of which approximately $83 million represents contributions made by Duke Energy Ohio for the year ended December 31, 2007. 

Qrralifkd Perisioii Plaits-Anioitnt s Recognized i n  Accrtriiiilnted Other Contprelieitsiiw Iiicoitie (L,oss) mid Regitlatory Assets Carxist oJ. 

Regulatory Assets 

Accumulated Other Comprehensive Loss 
Deferred income tax liability 
Prior service cost 
Net actuarial loss 

Net amount recognized-Accuiiiulatcd other comprehensive loss 

As of December 31, 
2009 2008 

(in millions) 
- 

$ 104 - $ 105 - 

Appoximately $1 million of amounts included in AOCl at December 31,  2009, will be recognized in net periodic pension costs in 2010 

QitnliJed Plaits-Assurrtptiorts Used for Ciitergy ‘s Peiisiori Beirefits Accouritiiig 

Benefi t  Obl iga t ions  
Discount rate 
Salary increase 
Net  Per iodic  Benefit Cos t  
Discount rate 
Salary increase 
Expected long-term rate of return on plan assets 

-- 2009 ___. 2008 - 2007 
(percentages) 

5.50 6.50 6.00 
4.50 4.50 5 00 

6.50 6.00 5.75 
4 50 5 00 5 00 
8.50 8.50 8.50 

Notr-QricrliJied Pctrsioti Platis 

Cinergy also maintains, and Duke Energy Ohio participates i n ,  non-qualified, non-contributory defined benefit retirement plans that cover certain 
executives Actuarial gains and losses are amor tized over the average ieinaining service period of the active employees The average remaining service 
period of active employees coveicd by the non-qualified ietirement plans I S  11 yeais There are no plan assets The projcctcd benefit obligation for the 
plans was approxiinately $1 13 million as of December 3 I ,  2009 and 2008, respectively The accumulated benefit obligation for the plans was 
approximately $104 million as of Deceinber 3 I ,  2009 and 2008, respectively The accrued non-qualified pension liability allocated by Cinergy to Duke 
Energy Ohio, which represents Duke Energy Ohlo’s proportionate share of the 

I l l  I I 1 i l l I I 
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unfunded status of the Cinergy non-qualified pension plan, was approxiinately $5 million and $6 million as of December 31, 2009 aiid 2008, 
respectively, of which approximately $4 million, is recognized in Accrued pension and other post-retirement belief3 costs within the Coiisolidated 
Balance Sheets at December 31, 2009 and 2008, respectively, and approximately $1 million and $2 inillion is recognized in Other within Current 
L.iabilities on the Consolidated Balaiice Sheets at December 3 1, 2009 and 2008, respectively 

Duke Energy Ohio's non-qualified pension plan pre-tax net periodic pension benefit costs as allocated by Cinergy was an insignificant amount for 
the years ended December 3 1, 2009 and 2008, and approximately $1 inillion for the year ended December 3 1 ,  2007 

Noii-Qiialijed Plaiis-Assirniptiotis Used for C i i i e i ~ y  's Pcwsiori Betiefits Accoiiiitirig 

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

zoo9 zoo8 zoo7 - - -  
(percentnges) 

5.50 6.50 6.00 
4.50 4.50 5.00 

6.50 6.00 5.75 
4.50 5.00 5.00 

0th er Post-Retirerrreiit Berref'it Plurir 

Duke Energy Ohio participatcs in othcr post-rctircmcnt bcncfit plans sponsored by Duke Encrgy. Prior to January I ,  2008, Ciiiergy was thc 
sponsor of the other post-retirement benefit plans. Effective January I ,  2008, Duke Energy became the sponsor of these other post-retirement benefit 
plans. Duke Energy provides certain health care and life insurance benefits to retired employees and their eligible dependents on a contributory and non- 
contributory basis. These benefits are subject to iniiiimuin age and service requirements. The health care benefits include medical coverage, dental 
coverage, and prescription drug coverage and are subject to certain limitations, such as deductibles and co-payments. These benefit costs are accrued 
over an employee's active service period to the date of full benefits eligibility. The net unrecognized transition obligation is amortized over 
approximately 20 years. Actuarial gains and losses are amortized over the average reinainiiig service period of the active employees. The average 
reinaining service period of the active employees covered by the plan is 12 years. During 2008, Duke Energy Ohio recorded pre-tax income of 
approximately $20 million related to the correction of errors in actuarial valuations prior to 2008 that would have reduced amounts recorded as other 
post-retirement benefit expense recorded during those historical periods. 

Duke Energy Ohio's other post-retirement plan pre-tax net periodic benefit costs as allocated by Duke Energy were approximately $1 million, 
$( 16) inillion aiid $1 1 million for the years ended December 31, 2009, 2008 and 2007, respectively. These aiiiounts exclude approximately $2 million, 
$2 million and $4 iiiillioii of regulatory assct amortization rcsultiiig from purcliasc accounting for thc years endcd Dcccinber 31, 2009, 2008 and 2007, 
respectively. 

The fair value of Duke Energy's legacy Cinergy other post-retirement benefit plans assets was approximately $28 inillion and $23 inillion as of 
December 3 I ,  2009 and 2008, respectively. Duke Energy's accumulated other post-i,etireinent benefit obligation for the legacy Cinergy p h i s  was 
approximately $3 I7 million and $330 million as of December 3 1, 2009 and 2008, respectively. The accrued other post-retirement liability allocated by 
Duke Energy to Duke Energy Ohio, which represents Duke Energy Ohio's proportionate share of the unfuiided status of tlie Duke Energy other post- 
rctireinciit bcncfit plans at Dcceinbcr 3 1, 2009 and 2008, was approxiinately $63 million and $70 million, rcspcctively, of which approxiinately $61 
million and $68 million, respectively, is recognized in Accrued pension and other post-retirement benefit costs within tlie Consolidated Balance Slieets 
at December 3 I ,  2009 aiid 2008, and approximately $2 million is recognized in 0 t h  within Current Liabilities on the Consolidated Balance Sheets at 
Decciiiber 3 I ,  2009 aiid 2008. 

Duke Energy did not make any contributions to its other post-retirement plans in 2009 or 2008. Duke Energy made contributions to its other 
post-retirement benefit plan during 2007 of approxiiiiately $32 million to the legacy Cinergy other post-retirement plans, of which approximately $9 
inillion represents contributions made by Duke Energy Ohio. 

Other Post-Retirenient Beiie/?t Plans-Amowits Recognized i i i  Accuniulated Other Coriipreliensive Incoiiie mid Regulatory Lrahilities Coiisirt oJ 

As of December 31, 

(in millions) 
zoo9 zoo8 

Regulatory Assets 
Regulatory Liabilities 

Accumulated Other Comprehensive Incoine 
Deferred income tax asset 
Prior service cost 
Net achiarial gain 

I " ' I I ,  
I ' / '  



Net amount recognized-Accumulated other comprehensive income $ ( 7 )  $ (8) - 
Approximately $ I  million in AOCI will be recognized in net periodic other post-retirement benefit costs in 2010. 
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Benefi t  Obl iga t ions  
Discount rate 
Net  Per iodic  Benefit Cos t  
Discount rate 
Expected long-term rate of return on plan assets 

2009 2008 2007 
(percentages) 

5.50 6.50 6.00 

- - 

6.50 6.00 5 75 
8.50 8.50 8.50 

Assitriied Heullh Cme Cost Trend Rules 

Medicare Trend= Prescription Drug Trend Rate 
2009 2008 2009 2008 - - 
8.50% 8.50% 1 1 .OO% 1 I .OO% Health care cost trend rate assumed for next year 

Rate to which the cost trend is assumed to decline (the ultimate 
trend rate) 5.00% 5.00% 5.00% 5 00% 

Year that the rate reaches the ultimate trend rate 2019 2013 2024 2022 

17. O t b e r  Income and  Expenses, net  

The components of Other Income and Expenses, net on the Consolidated Statements o i  Operations for the years ended December 3 I ,  2009, 
2008 and 2007 are as follows: 

For the pears ended December 31, 
2009 2008 2007 

(in niillions) 
Income/(Expense): 
Interest income 
AFUDC equity 
Other 

Total 

18. Subsequent  Events  

For information related to subsequent events related to regulatory matters and coniniitments and contingencies, see Notes 4 and 15, respectively 

In January 2010, Duke Energy announced plans to offer a voluntary severance plan to approximately 8,750 eligible employees. As this is a 
voluntary plan, all severance benefits offered under this plan are considered special termination benefits under GAAP. Special termination benefits are 
measurcd upon cmploycc acccptancc and recordcd immcdiatcly absent a significant retention period. If a significant retention pcriod cxists, tlic cost of 
the special termination benefits are recorded ratably over the remaining service periods of the affected employees The window for employees to 
request to voluntarily end their employment under this plan opened on February 3 ,  2010 and closed on February 24, 2010 for approximately 8,400 
eligible employees, which includes approximately 69 Duke Energy Ohio employees. Additionally Duke Energy Ohio will be allocated its ploportionate 
share of benefit costs for employees of Duke Energy's shared services affiliate that provides support to Duke Energy Ohio. For employees affected by 
the consolidation of Duke Energy's corporate functions in Charlotte, North Carolina, as discussed further below, the window will close March 3 1, 2010. 
Duke Energy Ohio currently estimates severance payments associated with this voluntary plan, including allocated costs discussed above, of 
approximately $ I4 million. However, until management of Duke Energy approves the requests, it reserves the right to reject any request to volunteer 
based on business needs and/or excessive participation. 

In addition, in January 201 0, Duke Energy announced that it will consolidatc ccrtain corporate officc functions of Dukc Encrgy's sharcd scrviccs 
affiliate, resulting in transitioning over the next two years approximately 350 positions from its offices in the Midwest to its corporate headquarters in 
Charlotte, North Carolina Employees who do not relocate have the option to elect to participate in the voluntaiy plan discussed above, find a regional 
position within Duke Energy or remain with Dulce Energy through a transition period, at which time a reduced severance benefit would be paid under 
Duke Energy's ongoing severance plan. Management cannot currently estimate the costs, if any, of severance benefits which will be paid to its 
employees due to this office consolidation. 

Additionally, Duke Energy believes that i t  is possible that the voluntary severance plan may trigger settlement accounting or curtailment 
accounting with respect to its pension and other post-retirement benefit plans. At this time, management is unable to determine the likelihood that 
settlement or curtailment accounting will be triggered. 
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PART I1 

DUKE ENERGY OHIO, INC. 
Notes To Consol idated Financial  Statements-(Continued)  

19. Quar te r ly  Financial  Data  (Unaudi ted)  

2009 
Total operating revenues 
Operating income (loss) 
Net income (loss) 
2008 
Total operating revenues 
Operating income (loss) 
Income (loss) before extraordinary items 
Net income (loss) 

First 
Quarter - 

$1,006 
167 
85 

$ 991 
223 
133 
133 

Secund 
Quarter 

$ 736 
99 
45  

$ 795 
263 
157 
157 

Tliird 
Quarter 

(in niillions) 

$ 872 
(536) 
(628) 

Liuurtli 
Ouarter 

$ 774 
136 
72 

$ 820 
92 
51 

118  

Total - 

$3,424 
518 
287 
354 

There were no unusual or infrequently occurring i t e m  during the first, second or fourth quarters of 2009. 

During the third quarter of 2009, Duke Energy Ohio recorded the following unusual 01 infrequently occurring items: an approximate $727 million 
non-cash goodwill impairment charge related to the non-regulated Midwest generation reporting unit to write-down the value of the goodwill to the 
estimated fair value (see Note I O ) ;  and approximately $42 million of pre-tax impairment charges related to certain generating assets i n  the Midwest to 
write-down the value of these assets to their estimated fair value (see Note 10). 

Thcrc were no unusual or infrequently occurring i t e m  during thc first or second quarters of2008 

During the third quarter of 2008, Duke Energy Ohio recorded the following unusual or infrequently occurring items: an approxiniate $82 inillion 
pre-tax impairment charge related to emission allowances (see Note IO) ;  and pre-tax income of approximately $20 million related to the correction of 
errors in actuarial valuations related to other post-retirement benefit plans (see Note 16). 

During the fourth quarter of 2008, Duke Energy Ohio recorded the following unusual or infrequently occurring item: an approximate $67 inillion 
after-tax (approximately $103 inillion pre-tax) extraordinary gain related to the reapplication of regulatory accounting treatment to certain operations 
of Commercial Power (see Note 1). 
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PART I1 

DUKE ENERGY OHIO, INC 
SCHEDULE 11-VALUATION AND QUALIFYING ACCOUNTS AND RESERVES 

Additions : 

Year Ended December 31,2009: 
Allowance for doubtful accounts 
Environmental@) 
0 ther(0 

Balance 1st 

Beginning 
of Period 

$ 18  
11 
11 

Cliarged to 
Expense 

$ 1 
(10) 

2 

Chsrgcd to 
Other 

Accounts 
(In millions) 

$ -  
21 
- 

DeductionsW 

$ 2 
2 
2 

Balance :it 
End of 
Period 

$ 17 
20  
11 

Year Ended December 31,2008: 
Allowance for doubtful accounts 
Environmental+) 
Uncertain tax provisionsW 
0 therW 

$ 4 0  

$ 3  
8 

10 
3 

- $ 6 

$ - -  
I 

10 
2 

Year Ended December 31,2007: 
Injuries and damages 
Allowance for doubtful accounts 
Environmental@) 
Uncertain tax provisions@) 
0 t 11 erkl) 

$ 24  - 
$ 3  

5 
8 

26  
1 1  

$ 13 

$ 3 
3 

16 
I 1  

- 

$ 48 

$ 18 
1 1  

1 1  

$ 40 

$ - -  

_I 

3 
8 

10  
3 

$ 53 $ 33 $ 24 - 
Principally cash payments and reserve reversals 
Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. In 2009, PUCO issued an order allowing the 
dcfcrral of costs related to Manufacturcd Gas Plant sitcs into a rcgulatoty assct, which icsultcd in a net crcdit to expense during 2009. 
Included in Taxes accrued and Interest accrued within Current Liabilities on the Consolidated Balance Sheets. The December 3 I ,  2007 ending 
balance primarily contains non-income tax reserves. 
Principally mark-to-market and other reserves, included in Unrealized gains on mark-to-market and hedging transactions within Current Assets 
and Other within Investtnents and Other Assets, Unrealized losses on mark-to-market and hedging transactions within Current Liabilities and 
Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
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PART I1 

I tem 9. Changes in a n d  Disagreements  with Accountants  on  Accounting a n d  Financial  Disclosure. 

None. 

Item 9.4. Controls  and  Procedures .  

Disclosrire Corrirnls nrrd Procediires 

Disclosurc controls and proccdurcs arc controls and otlicr proccdurcs that arc dcsigncd to cnsurc that information rcquircd to bc discloscd by Dukc 
Energy Ohio in tlie reports i t  files or submits under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and 
reported, within the time periods specified by the Securities and Exchange Commission's (SEC) rules and forms. 

Disclosure controls and procedures include, without limitation, controls anti procedures designed to provide reasonable assurance that information 
required to be disclosed by Duke Energy Oliio in the reports it files or submits under the Exchange Act is accumulated and communicated to 
managemcnt, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. 

Under tlie supervision and with tlie participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy 
Ohio lias evaluated tlie effectiveness of its disclosure controls and procedures (as such term is defined in Rule 13a-I5(e) and 15d-I5(e) under the 
Exchange Act) as of December 3 1, 2009, and, based upon this evaluation, tlie Chief Executive Officer and Chief Financial Officer have concluded that 
these controls and procedures are effective in providing reasonable assurance of compliance. 

Clrnrrgcs irr Irrtcrrrnl Control over Firrnrrcinl Reportirig 

Under tlie supervision and with tlie participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy 
Ohio has evaluated changes in intel'nal control over financial reporting (as such term is defined i n  Rules 13a-I5(r) and 15d-I5(r) under tlie Exchange 
Act) that occurred during tlie fiscal quarter ended December 3 1 ,  2009, and other than the fourth quarter system change described below, have concluded 
that no change has materially affected, or is reasonably likely to materially affect, internal control over financial reporting. 

During tlie fourth quarter of 2009, Duke Energy Ohio implemented a new Enterpi ise Asset Management system used for asset management, work 
inaiiagcincnt and supply chain functions. The systcm cliangc is a rcsult of an cvaluation of tlic prcvious systcin and rclatcd proccsscs to support 
evolving operational needs, and is not tlie result of any identified deficiencies in the previous systems. Duke Energy Ohio reviewed tlie i~nple~nentation 
effort as well as tlie impact on Duke Energy Ohio's internal control over financial reporting and where appropriate, made changes to internal controls 
ovcr financial rcporting to addrcss tlicse systcin changcs. 

Mnrtngcnrcrrt 's Arrrr ~ n l  Report 011 Zrrterrral Control Ovcr Firrartcial Rcportirrg 

Dukc Encrgy Ohio's nianagcrncnt is rcsponsiblc for cstablishing and maintaining an adcquatc systcin of intcrnal control ovcr financial reporting, 
as such term is defined in Exchange Act Rules 13a-I5(f) and 15d-I5(f). Our internal control system was designed to provide reasonable assurance 
regarding the reliability of financial reporting and tlie preparation of financial statements for external purposes, in accordance with generally accepted 
accounting principles in thc Unitcd States. Because of inlicrcnt limitations, internal control ovcr financial reporting inay not prcvcnt or dctcct 
misstatements. Also projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because 
of changes in conditions, or that the degree of compliance with policies and procedures may deteriorate 

Duke Energy Ohio's management, including our Chief Executive Officer and Chief Financial Officer, has conducted an evaluation of tlie 
effectiveness of our internal control over financial reporting as of December 3 1, 2009 based on the framework in Inferrial Coritro/--I/ztegra/cd 
Frmnework issued by the Coinmittee of Sponsoring Organizations of the Treadway Commission. Based on that evaluation, inanageinelit concluded that 
our intcrnal control ovcr financial reporting was effcctivc as of Dcccmbcr 3 1, 2009. 

This annual report does not include an attestation report of Deloittc & Touche L,L.P, Duke Energy Ohio's registered independent public 
accounting firm, regarding internal control over financial ieporting. Management's report was not subject to attestation by Deloitte & Touche LLP 
pursuant to temporary rules of tlie SEC that permit Duke Energy Ohio to provide only management's report in this annual report. 
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PART 111 

Item 14. Principal Accounting Fees arid Services. 

Deloitte & Touche LL.P, and the member firms of Deloitte Touche Tohmatsu and their respective affiliates (collectively, Deloitte) provided 
professional services to Duke Energy Corporation (Duke Energy) and its consolidated subsidiaries for 2009 and 2008. The following table presents tlie 
fees that have been allocated to Duke Energy Ohio, Inc (Duke Energy Ohio) and its subsidiaries as part of corporate governance costs: 

Type of Fees 

Audit Feesu 
Audit-Related Fees@) 
Tax Fees@) 

Total Fees: 

FY zoo9 - FY znm 
(in millions) 

$ 2.1 $ 2.3 
0.4 0.4 
0.1 0.1 

$ 2.8 

- 
- $ 2.6 - 

(a) Audit Fees are fees billed or expected to be billed by Deloitte for professional services for the audit of Duke Energy and are allocated by Duke 
Energy to Duke Energy Ohio for the audit of the Duke Energy Ohio consolidated financial staternents included in Duke Energy Ohio's annual 
report on Foim 10-IC and rcvicw of  financial statements included in Dukc Energy Ohio's quarterly rcports on Form IO-Q, scrviccs that arc 
normally provided by Deloitte i n  connection with statutory, regulatory or other filings or engagements or any other service performed by 
Deloitte to comply with generally accepted auditing standards. 
Audit-Related Fees are fees billed by Deloitte to Duke Energy and are allocated by Duke Energy to Duke Energy Ohio for assurance and related 
services that are reasonably related to the performance of an audit or review of Duke Energy Ohio's financial statements, including assistance 
with acquisitions and divestitures and internal control reviews. 
Tax Fees are fees billed by Deloitte to Duke Energy and are allocated by Duke Energy to Duke Energy Ohio for tax return assistance and 
preparation, tax examination assistance, and professional services related to tax planning and tax strategy. 

To safeguard tlie continued independence of tlie independent auditor, the Duke Energy Audit Coininittee adopted a policy that provides that the 

(b) 

(c) 

indcpcndcnt public accountants arc only pcrniittcd to providc scrviccs to Dukc Encrgy and its consolidatcd subsidiaries, including Dulcc Encrgy Ohio, 
that have been pre-approved by the Duke Energy Audit Coininittee. Pursuant to the policy, detailed audit services, audit-related services, tax services 
and certain other services have been specifically pre-approved up to certain fee limits. I n  the event that the cost of any of tliese services may exceed 
tlie pre-approved limits, tlie Duke Energy Audit Coininittee inlist pie-approve the service. All other services that are not prohibited pursuant to the 
Securities and Exchange Commission's or other applicable regulatory bodies' rules of regulations must be specifically pre-approved by the Duke Energy 
Audit Committee. All services peiformed i n  2009 and 2008 by the independent public accountant were approved by tlie Duke Energy Audit Committee 
pursuant to its pre-approval policy. 
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Item 15. Exhibits, Financial Statement Schedules. 

(a) Consolidated Financial Statements, Supplemental Financial Data and Supplemental Schedule included in Part 11 of this annual report are as 
follows: 

Consolidated Financial Statenients 

Consolidated Statements of Operations for the Years Ended December 31, 2009, 2008 and 2007 

Consolidated Balance Shcets as of Dcccnibcr 3 I ,  2009 and 2008 

Consolidated Statements of Cash Flows for the Years Ended December 3 1, 2009, 2008 and 2007 

Consolidated Statenients of Coinnion Stockholder's Equity and Comprehensive Income (Loss) for the Year Ended December 3 1, 2009, 
2008 and 2007 

Notes to the Consolidated Financial Statements 

Quarterly Finaiicial Data (unaudited, included in Note 19 to the Consolidated Financial Statements) 

Consolidated Financial Statement Schedule 11-Valuation and Qualifying Accounts and Reserves for the Years Ended December 3 I, 2009, 
2008 and 2007 

Report of Indcpcndcnt Rcgistcrcd Public Accounting Firin 

All other schedules are omitted because they are not required, or because the required information is included i n  the Consulidated Financial 
Statements or Notes. 

(b) Exhibits-See Exhibit Index immediately following the signature page. 
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SIGNATURES 

Pursuant  to the  requi rements  of Section 13 o r  15(d) of the  Securities Exchange Act of 1934, the  registrant has  duly caused this 
repor t  to be signed on its  behalf by t h e  undersigned,  thereunto  duly  authorized. 

Datc: March 12, 2010 

DUKE ENERGY OHIO, INC 
(Registrant) 

BY: is/ JAMES E, ROGERS 
Jiinies E. Rogers 

Chief Executive Officer 

Pursuant  to the  requi rements  of the  Securit ies Exchange Act of 19.34, this repor t  has  been signed below by the  following persons 
on behalf of the reg is t ran t  a n d  in t h e  cnpacities and  on the da te  indicated. 

- l S l  JAMES E. ROGE,RS (9 
Jiinies E. Rngers 

Chief Executive Officer (Principal Executive Officer) 

-- I S ~  LYNN J. GOOD (ii) __ 
Lynn J" Good 

Chief Fiiiancial Officer (Principii1 Fiiiaiichil Officer) 

(iii) IS /  STEVEN IC. YOUNG 

Steven K. Young 
Senior Vice Presideiit atid Controller (Principal Accountiiig Officer) 

(iv) Directors 

.- 
Is1 JAMES E. ROGERS 

James E. Rogers 

i s /  LYNN J. GOOD 
Lynn J .  Good 

IS1 JAMES L. TURNER 
James L. Turner 

Date: March 12, 2010 
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E X m I T  INDEX 

Exliibits filed herewith are designated by an asterisk (*) All exhibits not so designated are incorporated by reference to a prior filing, as indicated 

Exhibit 
Nuinbcr 

3.1 
- 

3.1.1 

3.2 

4.1 

4.1.1 

4.  I .2 

4.1.3 

4.1.4 

4 1.5 

4.1.6 

4.1.7 

4.1 8 

4 2  

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

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

Regulations of Duke Energy Ohio, Inc., as amended on July 2.3, 2003 (filed with Forin IO-Q of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electiic Company) for tlie quarter ended June 30, 2003, File No. 1-1232) 

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

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

Thirty-third Suppleiiiental Indenture between Duke Energy Ohio, Inc. and The Bank ofNew Yorlc dated as of September I, 1992 (filed 
with Registration Statement of Duke Energy Ohio, Inc. (formerly The Ciiiciiiiiati Gas & Electric Company) File No. 2-53578). 

Thirty-fourth Supplemental Indenture between Duke Energy Ohio, Inc. and The Bank of New York dated as of October 1, 1993 (filed 
with Forin 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for tlie quarter ended Septeinbei 30, 
1993, File No 1-1232). 

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

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

Thirty-seventh Supplemental Indenture between Duke Energy Ohio, Inc. and Tlie Bank of New York dated as of October 14, 1996 (filed 
with Forin 10-K of Duke Energy Ohio, Inc (formerly Tlie Cincinnati Gas & Electric Company) for the year ended December 31, 1996, 
File No. 1-1232). 

Thirty-eighth Supplerncntal Indenture bctweeii Duke Energy Ohio, Inc. and Tlic Bank of New York dated as of Fcbruary 1 ,  2001 (filcd 
with Form 10-Q of Duke Energy Ohio, Inc. (formerly Tlie Cincinnati Gas & Electric Company) for the quarter ended March 31, 2001, 
File No. 1-1232). 

Thirty-ninth Supplcniental Indcnture dated as of Septcnibcr I ,  2002, between Dukc Energy Ohio, Inc. and Tlic Bank of New York, as 
Trustee (filed with Form IO-Q of Duke Energy Ohio, Inc. (fonnerly The Cincinnati Gas & Electric Company) for the quarter ended 
September 30, 2002, File No. 1-1232) 

Repayment Agreement between Duke Energy Ohio, Iiic. and The Dayton Power and Light Company dated as of December 23, 1992 (filed 
with Form 10-I< of Duke Energy Ohio, Iiic. (formerly Tlie Cincinnati Gas & Electric Company) for the year ended December 3 1, 1992, 
File No. 1-1232). 
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Exhibit 
Numbcr 

4.3 

4.4 

4 5  

4 5  1 

4.5 2 

4.5 3 

4 5 4  

4.5.5 

4.5.6 

4.5 7 

4.6 

4 7  

4.8 

10.1 

Loan Agreement between Duke Energy Ohio, fnc. and the State of Ohio Air Quality Development Authority dated as of September 13 ,  
1995 (filed with Form IO-Q of Duke Energy Ohio, Inc. (formerly Tbe Cincinnati Gas & Electric Company) for the quarter ended 
September 30, 1995, File No. 1-1232). 

Loan Agreement between Duke Energy Ohio, Inc. and the State of Ohio Air Quality Development Authority dated August 1, 2001 (filed 
with the Form IO-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the quarter ended Septeinber 30, 
2001, File No. 1-1232) 

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

First Supplemental Indenture between Duke Energy Ohio, Inc. and The Fifth Third Bank dated as of June 1, 1995 (filed with the Forni 10- 
Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the quarter ended June 30, 1995, File No. 1-1232). 

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

Third Supplemental Indenture between Duke Energy Ohio, Inc. and The Fifth Third Bank dated as of October 9, 1997 (filed with the 
Form IO-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the quarter ended September 30, 1997, 
File No. 1-1212). 

Fourth Supplemental Indenture between Duke Energy Ohio, Inc. and The Fifth Third Bank dated as of April 1, 1998 (filed with the Forin 
IO-Q of Dukc Encrgy Ohio, Inc (formcrly Thc Cincinnati Gas & Elcctric Company) for thc quaitcr cndcd March 31, 1998, Filc No. 1- 
1232). 

Fifth Supplemental Indenture between Duke Energy Ohio, Inc. and The Fifth Third Bank dated as of June 9, 1998 (filed with the Form 
IO-Q of Duke Encrgy Ohio, Inc. (formerly Thc Cincinnati Gas & Elcctric Company) for the quartcr cndcd Junc 30, 1998, Filc No 1- 
1232). 

Sixth Suppleniental Indenture between Duke Energy Ohio, Inc. and The Fifth Third Bank dated as of September 15, 2002 (filed with the 
Form 10-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the quarter ended September 30, 2002, 
File No. 1-1232). 

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

Loan Agreeiiient between Duke Energy Ohio, Inc. and the Ohio Air Quality Developinent Authority dated as of September 1,2002 (filed 
with the Form IO-Q of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the quarter ended September 30, 
2002, File No 1-1232). 

Loan Agrccincnt bctwccn Duke Eiicrgy Ohio, Inc. and thc Ohio Air Quality Dcvclopmcnt Authority datcd as of Novcmbcr I ,  2004, 
relating to Series A (tiled with the Forni 8-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company), filed on 
November 19, 2004, File No. 1 - 1  232). 

Loan Agrccincnt betwccn Duke Encrgy Ohio, Inc. and thc Ohio Air Quality Dcvclopmcnt Authority datcd as of Novcmbcr I ,  2004, 
relating to Series B (filed with the Form 8-K of Duke Energy Ohio, Inc. (fornierly The Cincinnati Gas & Electric Company), filed on 
November 19, 2004, File No. 1-1232). 

Employment Agreement dated February 4, 2004, among Cinergy Corp., Duke Energy Ohio, Inc., and Duke Energy, Indiana, Inc., and 
James E Rogers (filed with Form IO-IC of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the year ended 
12/31/03, File No. 1-1232). 

1-1  232). 
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Exhibit 
Nunibcr 

10.2 

10.2.1 

10.3 

10.4 

104.1 

10 4.2 

10.5 

10.5.1 

10.6 

10"G.l 

10.7 

10.8 

10.9 

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

Amended Employment Agreement effective December 17, 2003 to Employment Agreement dated October 1 1, 2002, among Cinergy 
Coy. ,  Services, Duke Energy Ohio, Inc., and Duke Energy Indiana, Inc., and William J. Grealis (filed with Form 10-IC of Duke Energy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the year ended 12/3 1/03, File No. 1-1232). 

Amended and Restated Employment Agreement dated October I ,  2002, among Cinergy Corp., Services, Duke Energy Ohio, Inc., and 
Duke Energy Indiana, Inc., and Donald B. Ingle, Jr. (filed with Form 10-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Elcctric Company) for thc ycar cndcd 12/3 1/02, File No. 1-1232). 

Amended and Restated Employment Agreement dated September 12,2002, among Cinergy Corp , Services, Duke Energy Ohio, Inc., and 
Duke Energy Indiana, Inc., and Michael 3. Cyrus (filed with Form 10-K of Duke Energy Ohio, Inc. (formerly The Cincinnati Gas & 
Elcctric Company) for tlic ycar cndcd 12/3 1/02, Filc No. 1-1232). 

Amended Employment Agreement effective December 17, 2003 to Employment Agreement dated September 12, 2002, among Cinergy 
Corp., Services, Duke Energy Ohio, Inc., and Duke Energy Indiana, Inc., and Michael J. Cyrus (filed with Form 10-I< of Duke Energy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the year ended 12/3 1/0.3, File No. 1-1232). 

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

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

Amended Employment Agreement effective December 17, 2003 to Employment Agreement dated September 24, 2002, among Cinergy 
Corp., Scrviccs, Duke Encrgy Ohio, Inc., and Dukc Encrgy Indiana, Inc., and Jamcs L. Turncr (filcd with Form 10-IC of Dukc Encrgy 
Ohio, Inc. (formerly The Cincinnati Gas & Electric Company) for the year ended 12/31/03, File No 1-1232) 

Employment Agreement dated November 15, 2002, among Cinergy Corp., Duke Energy Ohio, Inc., and Duke Energy Indiana, Inc. and 
Marc E. Manly (filcd with Forin 10-IC of Duke Encrgy Ohio, Inc. (formcily Thc Cincinnati Gas & Electric Company) for thc ycar cndcd 
12/31/01, FileNo. 1-1232). 

Amended Employment Agreement effective December 17, 2003 to Employment Agreement dated November 15, 2002, among Cinergy 
Corp., Duke Energy Ohio, Inc., and Duke Energy Indiana, lnc., and Marc E. Manly (filed with Form 10-K of Duke Energy Ohio, Inc. 
(formerly The Cincinnati Gas & Electric Company) for the year ended 12/.31/03, File No. 1-1232). 

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

Split Dollar Insurance Agreement, effective as of May 1, 1993, between Duke Energy Ohio, Inc. and Jackson H. Randolph (filed with 
Form 10-I< of Duke Energy Ohio, Inc. (formeily The Cincinnati Gas & Electric Company) for the year ended 12/31/94, File No 1- 
1232). 

Amended and Restated Supplemental Retirement Income Agreement between Duke Energy Ohio, Inc. and Jackson H. Randolph dated 
January 1, 1995 (filcd with Form 10-I< of Duke Encrgy Ohio, Inc. (formcrly Thc Cincinnati Gas & Elcctric Company) for thc ycar cndcd 
12/31/95, FileNo. 1-1232). 
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Number 

10 10 

10.11 

10.12 

10.12 1 

10.13 

*12  

*23 1 

*31 1 

"31 2 

"32.1 

"32.2 

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

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

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

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

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

Computation of Ratio of Earnings to Fixed Charges. 

Consent of lndependent Registered Public Accounting Firm. 

Certification of thc Cliicf Exccutivc Officcr Pursuant to Section 302 of the Sarbanes-Oxlcy Act of 2002. 

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

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

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

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as an 
exhibit does not exceed 10% of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon request ofthe 
Securities and Exchange Commission, to furnish copies of any or all of such instruments to i t  
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EXHIBIT 12 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES 

The ratio of earnings to fixed charges is calculated using the Securities and Exchange Commission guidelines 

successor 
Nine 

Year Year Year Months 
Ended Ended Ended Ended 

December 31, December 31, December 31, December 31, 
2009 2008 2007 2006 

(ill millions) 
Earnings as defined for fixed charges calculation 
Add 

Pre-tax income from continuing operations 
Fixed charges 

Interest capitalized@) 
Deduct: 

Total earnings (as defined for the Fixed Charges 
ca1culation)W 

Fixed charges: 
Interest on debt, including capitalized 

Estimate of interest within rental expense 
portions 

Total fixed charges 

Ratio of earnings to fixed charges 

$ (240) $ 458 $ 415 $ 102 
128 122 139 100 

4 19 30  14 

$ (116) $ 561 $ 524 $ 188 

$ 121 $ 113 $ 130 $ 95 
7 9 9 5 

$ 128 $ 122 $ 139 $ 100 
- (10 4.6 3.8 1.9 

Prcdecessar 
Three 

Months Year 
Ended Ended 

2006 2005 
Mnrcli 31, Decenibcr 31, 

$ 186 $ 412 
35 114 

3 I 

$ 21s $ 519 - 

$ 3 3  $ 105 
2 9 

$ 3 5  $ 114 

6.2 4 .6  

(a) 
(b) 

Excludes equity costs related to AFUDC that are included in Other Income and Expenses in the Consolidated Statements of Operations. 
Earnings insufficient to cover fixed charges by approximately $244 million during the year ended December 31,2009 due primarily to a non- 
cash goodwill impairment charge. 



EXHIBIT 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the iiicoipoiation by reierence in Registration Statement No. 333-146483-01 on Form S-3 of our report dated March 12, 2010, 
relating to the financial statements and financial statement schedule of Duke Energy Ohio, Inc and subsidiaries, appearing in this Annual Report on 
Form 10-I< of Duke Energy Ohio, Inc. for the year ended December 3 1, 2009 

/S/ DELOITTE SL TOUCHE LLP 
Charlotte, North Carolina 
March 12, 2010 



EXHIBIT 31.1 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I ,  James E Rogers, certify that: 

1 )  

2)  

I have rcvicwcd this annual report on Form 10-I< of Dulcc Encigy Ohio, Inc ; 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a inaterial fact necessary to make 
the statements made, in  light of tlie circumstances under which such statements were made, not inisleading witli respect to the period covered 
by this report; 

Based on niy knowledge, tlie financial statements, and other financial inforination included in this report, fairly present in all material respects 
the financial condition, results of operations and cash flows of tlie registrant as of, and for, tlie periods presented in this report; 

Tlie registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-I5(e) and 15d-l5(e)) and inteinal control over financial reporting (as defined in Exchange Act Rules 13a-l5(f) and 
15d-l5(f)) for the registrant and have: 

3 )  

4 )  

a) Dcsigncd such disclosurc controls and proccdurcs, or causcd such disclosurc controls and proccdurcs to be dcsigncd undcr our 
supervision, to ensure that material inforination relating to the registrant, including its consolidated subsidiaries, is made lcnown to 
us by others within those entities, particularly during the period i n  wliicli this report is being prepared; 

Dcsigncd such intcrnal control ovcr financial rcporting, or causcd such intcrnal control ovcr financial rcporting to bc dcsigncd 
under our supervision, to provide reasonable assurance regarding tlie reliability of financial reporting and the preparation of 
financial statcments for extcrnal purposes in accordancc witli generally acccptcd accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of tlie disclosure controls and procedures, as of the end of the period covered by this report based on such 
cvaluation; and 

Disclosed i n  this report any change in tlie registrant's internal control over financial reporting that occurred during the registrant's 
most recent fiscal quarter (tlie registrant's fourth fiscal quarter in tlie case of an annual report) that has materially affected, or is 
reasonably likely to niaterially affect, the registrant's internal control over financial reporting; and 

b) 

c) 

d) 

5 )  Tlie registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to tlie registrant's auditors and the audit cominittce of the registrant's board of directors (or persons performing tlie equivalent 
functions): 

a) All significant deficiencies and inaterial weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect tlie registrant's ability to record, process, suininarize and report financial information; 
and 

Any fraud, whether or not material, that involves manageinelit or other employees who have a significant role in the registrant's 
internal control over financial reporting. 

b) 

Date: March 12, 2010 

IS /  JAMES E. ROGERS 
James E Rogers 

Chief Executive Officer 



EXHIBlT31.2 

CERTIFICATION OF THE CEIIEF FINANCIAL OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I ,  Lynn J. Good, certify that: 

1 ) 

2) 

I have rcvicwcd this annual rcpoit on Form IO-K of Dultc Encrgy Ohio, Inc.; 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a inaterial fact necessary to make 
the statements made, in light of tlie circumstances under which such statements werc made, not misleading with respect to the period covered 
by this report; 

Based on my knowledge, tlie financial statements, and other financial information included in this report, fairly present i n  all material respects 
the financial condition, results of operations and cash flows of tlie registrant as of, and for, the periods presented i n  this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined 
in Exchange Act Rules 13a-I5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 
15d-l5(f)) for the registrant and have: 

3 )  

4) 

a) Dcsigiicd such disclosurc controls and procedures, or causcd such disclosurc controls and proccdurcs to bc dcsigncd under our 
supervision, to ensure that material inforination relating to tlie registrant, includiiig its consolidated subsidiaries, is made known to 
us by others within those entities, particularly during the period in which this report is being prepared; 

Dcsigiicd such intcrnal control ovcr financial rcporting, or causcd such internal control ovcr financial rcportiug to be dcsigiicd 
iindei our supervision, to provide reasonable assurance regarding tlie reliability of financial repoiting and tlie preparation of 
financial statciiiciits for cxtcriial purposes i n  accordaiicc with gcncrally acccptcd accounting principlcs; 

Evaluated tlie effectiveness of tlie registrant's disclosure controls and procedures and presented i n  this report our conclusions 
about tlie effectiveness of tlie disclosure controls and procedures, as of the end of the period covered by this report based on such 
cvaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during tlie registrant's 
most recent fiscal quarter (tlie registrant's fourth fiscal quarter in tlie case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

b) 

c) 

d) 

5 )  The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and tlie audit committee of tlie registrant's board of directors (01 persons performing the equivalent 
functions): 

a) All significant deficiencies and inaterial weaknesses in the design or operation of internal control over financial ieporting which 
are reasonably likely to adversely affect the registrant's ability to record, process, suininarize and report financial information; 
and 

Any fraud, whether or not material, that involves inanageinent or other employees who have a significant role in tlie registrant's 
iiiteriial control over financial reporting. 

b) 

Date: Maicli 12, 2010 

/SI LYNN J. GOOD 
Lynn I Good 

Director arid Chief Finaricial Officer 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Duke Energy Ohio, Inc. (“Duke Energy Ohio”) on Form 10-K for the period ending December 31, 
2009 as filed with the Securities and Exchange Coniniission on the date hereof (the “Report”), I ,  James E. Rogers, Chief Executive Officer of Duke 
Energy Ohio, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

Thc inforniation containcd in thc Rcport fairly presents, in all matcrial rcspects, thc financial condition and results of opcrations of 
Duke Energy Ohio. 

Date: March 12, 2010 

Is/ JAMES E. ROGERS 
J a m s  E Rogers 

Chief Executive Officer 



EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Duke Energy Ohio, Inc. (“Duke Energy Ohio”) on Form 10-K for the period ending December 31, 
2009 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Lynn J.  Good, Director and Chiei Financial Officer 
of Duke Energy Ohio, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

Thc information contained in the Report fairly presents, in all matcrial respects, thc financial condition and results of operations of 
Duke Energy Ohio. 

(1) 

(2) 

Date: March 12, 2010 

1st LYNN J. GOOD 
Lynn J Good 

Director rind Chief Finuncial Officer 

Created by Morningstar” Document Research” 
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E-1 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING 
INFORMATION 

This document includes forward-looking statements within the meaning of 
Section 27A of the Securities Act of 1933 and Section 21E of the Securities 
Exchange Act of 1934. Forward-looking statements are based on management's 
beliefs and assumptions These forward-looking slalements are idenlified by 
terms and phrases such as "anticipate," "believe," "inlend," "estimate," "expect," 
"continue," "should." "could." 'may." "plan." "project," "predict." "wili," "potential," 
'forecast," "target," and similar expressions, Forward-looking statements involve 
risks and uncertainties that may cause actual rest~lts to be materially different 
from the results predicted. Factors that could cause actual results to differ 
materially from those indicated in any forward-looking statement include, but are 
not limited to: 

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

Costs and effects of legal and administrative proceedings, settlements, 
invesligations and claims; 

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

Additional competition in electric markets and continued industry 
consolidation; 

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

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

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

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

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

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

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

The level of credit worthiness of counterparlies to Duke Energy's 
transaclions; 

Employee workforce factors, including the potential inability to altract and 
retain key personnel; 

Growth in opportunilies for Duke Energy's business units, including the 
timing and success of efforts to develop domestic and international 
power and other projects; 

Construction and development risks associated with the completion of 
Duke Energy's capital investment projects in existing and new generation 
facilities. including risks related to financing, obtaining and complying with 
terms of permits, meeting construction budgets and schedules. and 
satisfying operating and environmeiilal perlormance slandards. as well 
as the ability to recover costs from cuslomers in a timely manner or a1 
all; 

The effect of accounting pronouncements issued periodically by 
accounting slandard-selling bodies; and 

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

In light of these risks, uncertainlies and assumptions, the events described 
in the forward-looking statements mighl not occur or might occur Io a differenl 
extent or at a different lime than Duke Energy has described Duke Energy 
undertakes no obligation to publicly update or revise any forward-looking 
slatements. whether as a result of new information. future events or otherwise 
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PART I 

Item I. Business. 

GENERAL 

Overview. Duke Energy Corporation (collectively with its subsidiaries, Duke Energy) is an energy company located primarily in the Americas that provides its 
services through the business segments described below 

Duke Energy Holding Corp (Duke Energy HC) was incorporated in Delaware on May 3, 2005 as Deer Holding Corp , a wholly-owned subsidiary of Duke Energy 
Corporation (Old Duke Energy, for purposes of this discussion regarding the merger) In the second quarter of 2006, Duke Energy and Cinergy Corp (Cinergy) 
consummated a merger which combined the Duke Energy and Cinergy regulated franchises, as well as deregulated generation in the Midwestern United States. On 
April 3, 2006. in accordance with Ihe merger agreement, Old Duke Energy and Cinergy merged into wholly-owned subsidiaries of Duke Energy HC. resulting in Duke 
Energy HC becoming the parent entity In connection wilh the closing of the merger transactions. Duke Energy HC changed its name to Duke Energy Corporation (New 
Duke Energy or Duke Energy) and Old Duke Energy converted inlo a limited liability company named Duke Power Company LLC (subsequently renamed Duke Energy 
Carolinas, LLC (Duke Energy Carolinas) effective Oclober 1 ,  2006) As a result of the merger transaction, each outstanding share of Cinergy common stock was 
converted into 1 56 shares of common stock of Duke Energy, which resulted in the issuance of approximately 313 million shares of Duke Energy common stock 
Additionally, each share of common stock of Old Duke Energy was converted inlo one share of Duke Energy common stock. Old Duke Energy is the predecessor of 
Duke Energy for purposes of U S. securities regulations governing financial statement filing. 

On January 2, 2007, Duke Energy compleled the spin-off of its natural gas businesses. named Speclra Energy Corp. (Spectra Energy), inchiding its wholly-owned 
subsidiary Spectra Energy Capital, LLC (Spectra Energy Capital, formerly Duke Capilal LLC) The natural gas businesses spun off primarily consisted of Duke 
Energy's Natural Gas Transmission business segment and Duke Energy's 50% ownership interest in DCP Midstream, LLC (DCP Midstream, formerly Duke Energy 
Field Services, LLC), which was part of the Field Services business segment 

During the third quarter of 2005. Duke Energy's Board of Directors authorized and directed management to execute the sale or disposition of substantially all of 
former Duke Energy Norlh America's (DENA) remaining assels and contracts oufside the Midwestern United Stales and certain contractual positions related lo the 
Midwestern assets. The exit plan was completed in the second quarter of 2006 Certain assets of the former DENA business were transferred to the Commercial Power 
business segment and certain operations that Duke Energy continues to wind-down are in Other 

Business Segments. At December 31, 2009, Duke Energy operated the following business segments, all of which are considered reportable segments under the 
applicable accounting rules: U S Franchised Electric and Gas, Commercial Power and International Energy. Duke Energy's chief operating decision maker regularly 
reviews financial informalion aboul each of these business segments in deciding how to allocate resources and evaluate performance For additional information on 
each of these business segmenls, including financial and geographic information about each reportable business segment, see Note 2 to the Consolidaled Financial 
Slatements. "Business Segments " 

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

U S Franchised Necfric and Gas U S Franchised Electric and Gas generates, transmits. distribules and sells electricity in central and western Norlh Carolina, 
western South Carolina, southwestern Ohio, cenlral, north central and sollthern Indiana. and northern Kentucky U S Franchised Electric and Gas also transports and 
sells natural gas in soulhwestern Ohio and northern Kentucky It conducts operalions primarily through Duke Energy Carolinas, LLC (Duke Energy Carolinas), the 
regulated transmission and distribution operations of Duke Energy Ohio, Inc (Duke Energy Ohio), Duke Energy Indiana, Inc (Duke Energy Indiana) and Duke Energy 
Kentucky, Inc. (Duke Energy Kentucky). These electric and gas operations are subject to the rules and regulations of the Federal Energy Regulatory Cornmission 
(FERC), the North Carolina Utilities Commission (NCUC). the Public Service Commission of South Carolina (PSCSC), the Public Utilities Commission of Ohio (PUCO), 
the Indiana Utility Regulatory Commission (IURC) and the Kentucky Public Service Commission (KPSC). The subslantial majority of U S .  Franchised Electric and Gas' 
operations are regulated and, accordingly, these operalions qualify for regulatory accounting treatment 

Commercial Power, Commercial Power owns, operates and manages power plants and engages in the wholesale marketing and procurement of electric power, fuel 
and emission allowances related to these plants as well as other contractual positions Commercial Power's generation operations in the Midwest consist of generation 
assets located in Ohio, acquired from Cinergy in April 2006. which are dedicated tinder the Electric Security Plan (ESP), and the five Midwestern gas-fired non-regulated 
generation assets that were a portion of the former DENA operalions. which are dtspalched inlo wholesale markets Commercial Power's assets, excluding wind energy 
generation assets, comprise approximately 7,550 net megawatts (MW) 01 power generalion primarily located in the Midwestern U S The asset portfolio has a diversified 
fuel mix with baseload and mid-meril coal-fired units as well as combined cycle and peaking natural gas-fired units Effective January 1 ,  2009, approximately half of 
Commercial Power's Ohio-based generation assets operate tinder an ESP, which expires on December 31, 201 1 Prior to the ESP, these generation assets had been 
contracted through the Rate Stabilization Plan (RSP), which expired on December 31. 2008. As a result of the approval of the ESP, certain of Commercial Power's 
operations qualified for regulatory accounting lreatmenl effective December 17, 2008 For more information on the RSP and ESP, as well as the reapplication of 
regulatory accounting to certain of its operations. see the 'Commercial Power' section below Commercial Power also has a retail sales subsidiary, Duke Energy Retail 
Sales (DERS). which is cerlified by the PUCO as a Competitive Relail Electric Service (CRES) provider in Ohio DERS serves retail eleclric cuslomers in Southwest. 
West Central and Northern Ohio wilh generalion and other energy services at competilive rates. During 2009, due to increased levels of customer switching as a result 
of the competitive markets in Ohio, DERS has focused on acquiring customers that had previously been served by Duke Energy Ohio under the ESP, as well as those 
previously served by other Ohio franchised utilities Through Duke Energy Generation Services, Inc and its affiliates (DEGS). Commercial Power develops, owns and 
operates electric generation for large energy consumers. municipalities, utilities and industrial facilities DEGS currently manages 6,150 MW of power generation at 2 1 
facilities lhroughoul the U S In addition. DEGS engages in the development. construction and operation of wind energy projects Currently. DEGS has over 5,000 MW 
of wind energy projects in the developmenl pipeline wilh approximately 735 net MW of wind generating capacity in operation as of December 31, 2009 DEGS IS also 
developing transmission. solar and biomass projects 

lnfernafional Energy. International Energy principally owns, operates and manages power generation facilities, and enyages in sales and marketing of eleclric power 
and natural gas olitside the U S. It conducts operations primarily through Duke Energy International, LLC (DEI) and its affiliates and its activities target power 
generation in Lalin America Through its wholly-owned subsidiary Aguaytia Energy del Peru S R L Llda (Aguaylia) and its equity method investment in National 
Methanol Company (NMC), which is located in Saudi Arabia, International Energy also engages in the produclion of natural liquid gas and methanol and methyl tertiary 
butyl ether (MTBE) Additionally. Inlernational Energy had an equity method investnienl in Attikt Gas Supply S A (Attiki), a natural gas distributor in Greece, which i t  
decided lo abandon, along with the related non-recourse debt. in December 2009 

i 
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PART I 

Olher. The remainder of Duke Energy's operations is presented as Other While it is not considered a business segment, Other primarily includes certain 
unallocated corporate costs, Bison Insurance Company Limited (Bison), Duke Energy's wholly-owned captive insurance subsidiary, Duke Energy's effective 50% 
interest in the Crescent JV (Crescent) and DukeNet Communications. LLC (DukeNet) and related telecom businesses. Additionally. Other includes the remaining 
portion of Duke Energy's business formerly lknown as DENA that was not exited or transferred to Commercial Power, primarily Duke Energy Trading and Marketing, 
LLC (DETM), which is 60% owned by Duke Energy and 40% owned by Exxon Mobil Corporation and management is currently in the process of winding down. 

Unallocaled corporate costs include certain costs not allocable to Duke Energy's reportable business segments, primarily governance costs, costs to achieve 
mergers and divestitures (such as the Cinergy merger and spin-off of Spectra Energy) and costs associated with certain corporate severance programs Bison's 
principal activities as a captive insurance entity include the insurance and reinsurance of various business risks and losses, such as property, business interruption and 
general liability of subsidiaries and affiliates of Duke Energy Crescent, which develops and manages high-quality commercial, residential and multi-family real estate 
projects primarily in the Southeastern and Southwestern U S. filed Chapter 1 1  petitions in a US.  Bankruptcy Court in June 2009. As a result of recording its 
proportionate share of impairment charges recorded by Crescent during 2008, the carrying value of Duke Energy's investment balance in Crescent is zero and Duke 
Energy discontinued applying the equity method of accounting to its investment in Crescent in (he third quarter of 2008 and has not recorded its proportionate share of 
any Crescent earnings or losses since Ihe lhird quarter of 2008 DukeNel develops, owns and operates a fiber optic communications network. primarily in the 
Southeast U S  , serving wireless, local and long-distance communications companies, internet service providers and other businesses and organizations 

General. Duke Energy is a Delaware corporation. Its principal executive offices are located at 526 South Church Street, Charlotte. North Carolina 28202-1 803. 
The telephone number is 704-594-6200. Duke Energy electronically files reports with the Securities and Exchange Commission (SEC). including annual reports on Form 
IO-K, quarterly reports on Form 10-0, current reports on Form 8-K, proxies and amendments to such reports. The public may read and copy any materials that Duke 
Energy files with the SEC at the SEC's Public Reference Room at 100 F Street. N.E , Washington. D.C 20549 The public may obtain information on the operation of 
the Public Reference Room by calling the SEC at 1-800-SEC-0330 The SEC also maintains an internet site that contains reports, proxy and information statements, 
and other information regarding issuers that file electronically with the SEC at hftp //www sec gov Additionally, information abollt Duke Energy, including its reports 
filed with the SEC, is available through Duke Energy's Web site at htfp //www duke-energy corn Such reports are accessible at no charge through Duke Energy's Web 
site and are made available as soon as reasonably practicable alter such material is filed with or furnished to the SEC 

GLOSSARY OF TERMS 

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

Term or Acronym 

AAC 

ADEA 

AEP 

AFUDC 

Aguaylia 

ANEEL 

AOCI 

ASC 

ASU 

Attiki 

Bison 

BPM 

CAA 

CAlR 

Catamount 

CC 

Cinergy Receivables 

Def in i t ion 

Annually Adjusted Component 

Age Discrimination in Employment 

American Electric Power Company, Inc 

Allowance for Funds Used During Construction 

Aguaylia Energy del Peru S R L Llda. 

Brazilian Electricity Regulatory Agency 

Accumulated Other Comprehensive Income 

Accounting Standards Codification 

Accounting Standards Update 

Attiki Gas Supply S A 

Bison Insurance Company Limiled 

Bulk Power Marketing 

Clean Air Act 

Clean Air Interstate Rule 

Catamount Energy Corporation 

Combined Cycle 

Cinergy Receivables Company. LLC 



Table of Contents 

PART I 

Term or AcronvE 

CMP 

CT 

Cinergy 

coz 
COL 

CPCN 

Crescent 

CWlP 

DAQ 

DB 

DCP Midstream 

DECE 

DEGS 

DEI 

DEIGP 

DENA 

DENR 

DERF 

DERS 

DETM 

DOE 

DRIP 

DSM 

Duke Energy 

Duke Energy Carolinas 

Duke Energy Indiana 

Duke Energy Kentucky 

Duke Energy Ohio 

EPA 

EPS 

ERISA 

Def in i t ion 

Central Maine Power Company 

Combustion Turbine 

Cinergy Corp 

Carbon Dioxide 

Combined Construction and Operating License 

Certificate of Public Convenience and Necessity 

Crescent JV 

Construction Work-in-Progress 

Division of Air Quality 

Defined Benefit Pension Plan 

DCP Midstream, LLC (formerly Duke Energy Field Services, LLC) 

Duke Energy Commercial Enterprises, Inc 

Duke Energy Generation Services, Inc. 

Duke Energy International. LLC 

Duke Energy International Geracao Paranapenema S A 

Duke Energy North America 

Department of Environment and Natural Resources 

Duke Energy Receivables Finance Company, LLC 

Duke Energy Retail Sales 

Duke Energy Trading and Marketing, LLC 

Department of Energy 

Dividend Reinvestment Plan 

Demand Side Management 

Duke Energy Corporation (collectively with its subsidiaries) 

Duke Energy Carolinas. LLC 

Duke Energy Indiana, Inc 

Duke Energy Kentucky, Inc 

Ouke Energy Ohio, Inc 

Environmental Protection Agency 

Earnings Per Share 

Employee Retirement Income Security Act 
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Term or Acronym 

ESP 

EWG 

FASB 

FERC 

FPP 

GAAP 

GWh 

HAP 

IGCC 

IMPA 

ITC 

IURC 

KPSC 

KV 

kWh 

LIBOR 

MACT 

Mcf 

Midwest IS0 

MMBtu 

Moody's 

MRO 

MTBE 

MW 

MWh 

NCUC 

NDTF 

NEIL 

NMC 

NO, 

NPNS 

Definition 

Electric Security Plan 

Exempt Wholesale Generator 

Financial Accounting Standards Board 

Federal Energy Regulatory Commission 

Fuel and Purchased Power 

Generally Accepted Accounting Principles in the United States 

Gigawatt-hours 

Hazardous Air Pollutant 

Integrated Gasification Combined Cycle 

Indiana Municipal Power Agency 

Investment Tax Credit 

Indiana Utility Regulatory Commission 

Kentucky Public Service Commission 

Kilovolt 

Kilowatt-hour 

London Interbank Offered Rate 

Maximum achievable control technology 

Thousand cubic feet 

Midwest Independent Transmission System Operator, Inc 

Million British Thermal Unit 

Moody's Investor Services 

Market Rate Option 

Methyl tertiary butyl ether 

Megawatt 

Megawatt-hour 

North Carolina Utilities Commission 

Nuclear Decommissioning Trust Funds 

Nuclear Electric Insurance Limited 

National Methanol Company 

Nitrogen oxide 

Normal purchasehormal sale 
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Term or Acronym 

NRC 

NSR 

occ 
ORS 

oucc 
Pioneer Transmission 

PSCSC 

PUCO 

PUHCA 

QSPE 

REPS 

RICO 

RSP 

RTO 

S B  221 

SCEUC 

sEnergy 

SEC 

SHGP 

so2 
SPE 

Spectra Energy 

Spectra Capital 

-- 

sap 
Stimulus Bill 

Synfuel 

VDEO 

VIE 

WACC 

WARN 

Def in i t ion 

Nuclear Regulatory Commission 

New Source Review 

Office of Ihe Ohio Consumers' Counsel 

South Carolina Office of Regulatory Staff 

Indiana Office of Utility Consumer Counselor 

Pioneer Transmission, LLC 

Public Service Commission of South Carolina 

Public Utilities Commission of Ohio 

Public Utility Holding Company Act of 1935, as amended 

Qualifying Special Purpose Entity 

Renewable Energy and Energy Efficiency Portfolio Standard 

Racketeer Influenced and Corrupt Organizations 

Rate Stabilization Plan 

Regional Transmission Organization 

Ohio Senate Bill 221 

South Carolina Energy Users Commiltee 

sEnergy Insurance Limited 

Securities and Exchange Commission 

South Houston Green Power, L P 

Sulfur dioxide 

Special Purpose Entity 

Spectra Energy Corp 

Spectra Energy Capital, LLC (formerly Duke Capital LLC) 

Standard 8 Poor's 

The American Recovery and Reinvestment Act of 2009 

Synthetic Fuel 

Virginia Department of Environmental Quality 

Variable Interest Entity 

Weighled Average Cost of Capital 

North Carolina Waste Awareness Reduction Network 
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Term or Acronym Def in i t ion 

W P A  Wabash Valley Power Association, Inc. 

The following seclions describe the business and operations of each of Duke Energy's reportable business segments. as well as Other (For more information on 
the operating outlook of Duke Energy and its reportable segments, see 'Management's Discussion and Analysis of Financial Condition and Results of Operations, 
Introduction-Executive Overview and Economic Factors for Duke Energy's Business" For financial information on Duke Energy's reportable business segments, see 
Note 2 to the Consolidated Financial Statements, "Business Segments ") 

U.S. FRANCHISED ELECTRIC AND GAS 

Service Area and Customers 

U S. Franchised Eleclric and Gas generates, transmits, distributes and sells eleclricity and transports and sells nalural gas It conducts operations primarily 
through Duke Energy Carolinas, the regulated transmission and distribution operations of Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky (Duke 
Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky collectively referred to as Duke Energy Midwest) Its service area covers about 50,000 square miles 
with an estimated population of 11 million in central and western North Carolina, western South Carolina, southwestern Ohio, central, north central and southern Indiana, 
and northern Kentucky U S Franchised Electric and Gas supplies electric service to approximately 4 million residential, commercial and industrial customers over 
151.600 miles of distribution lines and a 20,900 mile transniission system U S. Franchised Electric and Gas provides domestic regulated transmission and distribution 
services for natural gas to approximalely 500,000 customers in southwestern Ohio and northern Kentucky via approximately 7,200 miles of gas mains (gas distribution 
lines that serve as a common source of supply for more than one service line) and approximately 6,000 miles of service lines Electricity is also sold wholesale to 
incorporated municipalities and to public and private utilities In addition. municipal and cooperalive customers who purchased portions of the power generated by the 
Catawba Nuclear Station may also buy power from a variety of suppliers, including Duke Energy Carolinas, through contractual agreements For more information on 
the Catawba Nuclear Station joint ownership, see Note 5 to the Consolidated Financial Statements. "Joint Ownership of Generating and Transmission Facilities " 

Duke Energy Carolinas' service area has a diversified commercial and industrial presence. Manufacturing continues to be one of the largest contributors lo the 
economy in the region Other sectors such as finance. insurance, real estate services, and local government also constitute key components of the states' gross 
domestic product Chemicals. rubber and plastics, textile and motor vehicle manufacturing industries were among the most significant contributors to the Duke Energy 
Carolinas' industrial sales 

Duke Energy Ohio's and Duke Energy Kentucky's service area both have a diversified commercial and industrial presence. Major components of the economy 
include manufacturing, real estate and rental leasing, wholesale trade, financial and insurance services, retail trade, education. healthcare and professional/business 
services 

The primary metals industry, transportation equipment. chemicals, and paper and plastics were the most significant contributors to the area's manufacturing output 
and Duke Energy Ohio's and Duke Energy Kentucky's industrial sales revenue for 2009. Food and beverage manufacturing. fabricated metals, and electronics also 
have a strong impact on the area s economic growth and the region's industrial sales 

Industries of major economic significance in Duke Energy Indiana's service territory include food products, stone, clay and glass, primary metals. and 
transportation Other significant industries operating in the area include chemicals, fabricated metal, and other manufacturing Key sectors among general service 
customers include education and retail trade 

The number of residential and general service customers within the U.S. Franchised Electric and Gas' service territory, as well as sales lo these customers, is 
expected to increase over time However, growth in Ihe near-term is being hampered by the current economic conditions Industrial sales declined in 2009 when 
compared to 2008 While Ihe decline in the sales volumes to industrial customers began to stabilize in the second half of 2009, the level of sales to industrial 
Customers is expected to remain a smaller. yet still significant. portion of U S Franchised Electric and Gas sales in the foreseeable future 

U S Franchised Electric and Gas' costs and revenues are influenced by seasonal palterns. Peak sales of electricity occur during the summer and winter months. 
resulting in higher revenue and cash flows during those periods By conlrasl. fewer sales of electricity occur during the spring and fall, allowing for scheduled plant 
maintenance during those periods Peak gas sales occur during the winter months. 

The following maps show the U S Franchised Electric and Gas' service territories and operating facilities 
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U.S. Franchised Electric and Gas Midwest Pawer Generation Regulated Facilities 

! 
GALWGHFR 

Energy Capacity and Resources 

(including Duke Energy's approximate 19% ownership in the Catawba Nuclear Station), fifteen coal-fired stations with an overall combined owned capacity of 13,189 
MW (including Duke Energy's 69% ownership in the East Bend Steam Station and 50 05% ownership in Unit 5 of the Gibson Steam Station). thirty-one hydroelectric 
stations (including two pumped-storage facilities) with a combined owned capacily of 3,263 MW. fifteen combustion turbine (CT) stations burning natural gas, oil or other 
fuels with an overall combined owned capacily of 5.047 MW and one combined cycle (CC) slation burning natural gas with an owned capacity of 285 MW. Energy and 
capacity are also supplied through conlracls with other generators and purchased on the open markel Factors lhal could cause U S Franchised Electric and Gas to 
purchase power for its customers include generating plant outages, extreme weather conditions, generation reliability during the summer, growth. and price U.S 
Franchised Electric and Gas has interconnections and arrangements with ils neighboring utilities to facilitate planning. emergency assistance. sale and purchase of 
capacity and energy, and reliability of power supply 

Electric energy for U S  Franchised Electric and Gas' customers is generated by three nuclear generating stations with a combined owned capacity of 5,173 MW 

U S. Franchised Electric and Gas' generation porlfolio is a balanced mix of energy resources having different operating characteristics and fuel sources designed 
to provide energy at the lowest possible cost to meet its obligation to serve native-load customers All options. including owned generalion resources and purchased 
power opportimilies, are continually evaluated on a real-lime basis to select and dispatch the lowest-cost resources available to meet system load requirements The 
vast majority of customer energy needs are met by large, low-energy-production-cost nuclear and coal-fired generating units that operate almost continuously (or at 
baseload levels). In 2009, approximately 98 1 %  of the total generated energy came from U S Franchised Electric and Gas' low-cost, efficient nuclear and coal units 
(59.6% coal and 38.5% nuclear) The remaining energy needs were supplied by hydroelectric. C;T and CC generation or economic pllrchaSeS from the wholesale market 

Hydroelectric (both conventional and pumped storage) in the Carolinas and gasioil CT and CC stalions in both the Carolinas and Midwest operate primarily during 
the peak-hour load periods (at peaking levels) when customer loads are rapidly changing CT's and CC's produce energy at higher production costs than either nuclear 
or coal, but are less expensive to build and mainlain, and can be rapidly started or slopped as needed lo meet changing customer loads Hydroeleclric units produce 
low-cos1 energy, but their operations are limited by the availability of water flow 

U.S Franchised Eleclric and Gas' major pumped-storage hydroelectric facilities olfer the added flexibility of using low-cost off-peak energy to pump water that 
will be stored for later generation use during times of higher-cost on-peak generalion periods These facilities allow U S Franchised Electric and Gas lo maximize the 
value spreads between different high- and low-cost generation periods 

U S Franchised Electric and Gas is engaged in planning efforts to meet projecled load growth in its service territories Long-term projections indicate a need for 
capacity additions, which may inchide new nuclear, integrated gasification combined cycle (IGCC). coal facilities or gas-fired generation units Because of the long lead 
times required to develop such assets, U S. Franchised Electric and Gas is laking steps now to ensure those options are available Significant current or potential 
future capital projects are discussed below 

IO 
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South Carolina passed new energy legislation South Carolina Senate Bill 431 (S 431) which became effective May 3, 2007 This legislation includes provisions to 
provide assurance of cost recovery related to a utility's incurrence of project development costs associated with nuclear baseload generation, cost recovery assurance 
for construction costs associated with nuclear or coal baseload generation, and the ability to recover financing costs for new nuclear baseload generation in rates during 
construction through a rider The North Carolina General Assembly also passed comprehensive energy legislation North Carolina Senate Bill 3 (SB 3) in July 2007 that 
was signed into law by the Governor on August 20, 2007. Like the South Carolina legislation, the North Carolina legislation provides cost recovery assurance, subject to 
prudency review, for nuclear project development costs as well as baseload generation construction costs A utility may include financing costs related to construction 
work in progress for baseload plants in a rate case. 

Will iam States Lee 111 Nuclear Station. On December 12. 2007, Duke Energy Carolinas filed an application with the N(JCkar Regulatory Commission (NRC). 
which has been docketed for review, for a combined Construction and Operating License (COL) for two Westinghouse APlOOO (advanced passive) reactors for the 
proposed William States Lee Ill Nuclear Station at a site in Cherokee County. South Carolina.. Each reactor is capable of producing approximately 1 , I  17 MW Submitting 
the COL application does not commit Duke Energy Carolinas to build nuclear units. The NRC review of the COL application continues and the estimated receipt of the 
COL is in mid 2013. Duke Energy Carolinas filed with the US.  Department of Energy (DOE) for a federal loan guarantee, which has the potential lo significantly lower 
financing costs associated with the proposed William States Lee 111 Nuclear Station; however, it was not among the four projects selected by the DOE for the final 
phase of due diligence for the federal loan guarantee program The project could be selected in the future if the program funding is expanded or if any of the current 
finalists drop out of the program 

Cliffside Un i t  6. On June 2, 2006, Duke Energy Carolinas filed an application with the NCUC for a Certificate of Public Convenience and Necessity (CPCN) to 
construct two 800 MW state of the art coal generalion units at its existing Cliffside Steam Station in North Carolina. On March 21. 2007, the NCUC issued an Order 
allowing Duke Energy Carolinas to build one 800 MW unit On February 20, 2008, Duke Energy Carolinas entered into an amended and restated engineering, 
procurement, construction and commissioning services agreement, valued a1 approximately $ 1  3 billion, with an affiliate of The Shaw Group, Inc , of which 
approximately $950 million relates to participation in the construction of Cliffside Unit 6 ,  with the remainder relaled to a flue gas desulfurization system on an existing 
unit at Cliffside. On February 27, 2009, Duke Energy Carolinas filed its latest updated cost estimate of $1.8 billion (excluding up to approximately $0.6 billion of 
allowance for funds used during construction (AFUDC)) for the approved new Cliffside Unit 6. Duke Energy Carolinas believes that the overall cost of Cliffside Unit 6 
will be reduced by approximately $125 million in federal advanced clean coal tax credits. Construction of Cliffside Unit 6 is underway and is approximately 55% 
complete as of December 31, 2009 

Dan River a n d  Buck Combined Cycle Fac es. On June 29, 2007, Ouke Energy Carolinas filed with the NCUC preliminary CPCN information to construct a 
620 MW combined cycle natural gas-fired generating facility at its existing Dan River Steam Station, as well as updated preliminary CPCN information to construct a 
620 MW combined cycle natural gas-fired generating facility at its existing Buck Steam Station. On December 14, 2007, Duke Energy Carolinas filed CPCN 
applications for the two combined cycle facilities. The NCUC consolidated its consideration of the two CPCN applications and held an evidentiary hearing on the 
applications on March 11. 2008. On May 5, 2008, Duke Energy Carolinas entered into an engineering, construction and commissioning services agreement for the Buck 
combined cycle project, valued at approximately $275 million, with Shaw North Carolina, Inc On November 5, 2008, Duke Energy Carolinas notified the NCUC that 
since the issuance of the CPCN Order, recent economic factors have caused increased uncertainty with regard to forecasted load and near-term capital expenditures, 
resulting in a modification of the construction schedule On September 1, 2009, Duke Energy Carolinas filed with the NCUC fllrther information clarifying the 
construction schedule for the two projects. Under the revised schedule, the Buck Project is expected to begin operation in combined cycle mode by the end of 201 1. 
but without a phased-in simple cycle commercial operation. The Dan River Project is expected to begin operation in combined cycle mode by the end of 2012, also 
without a phased-in simple cycle commercial operation. On December 21. 2009, Duke Energy Carolinas entered into a First Amended and Restated engineering, 
construction and commissioning services agreement with Shaw North Carolina, Inc for 5322 million which reflects tlie revised schedule Based on the most updated 
cost estimates, total costs (including AFUDC) for the Buck and Dan River projects are approximately S660 million and S710 million, respectively 

On October 15, 2008, the D on of Air Quality (DAQ) issued a final air construction permit authorizing construction of the Buck combined cycle natural gas-fired 
generating units, and on August 24. 2009, the DAQ issued a final air permit authorizing construction of the Dan River combined cycle natural gas-fired generation units. 

Edwardsport  IGCC. On September 7, 2006, Duke Energy Indiana and Southern Indiana Gas and Electric Company d/b/a Vectren Energy Delivery of Indiana 
(Vectren) filed a joint petition with the IURC seeking a CPCN for the construction of a 630 MW IGCC power plant at Duke Energy Indiana's Edwardsport Generating 
Station in Knox County, Indiana The facility was initially estimated to cost approximately S2 billion (inchlding approximately S120 million of AFUDC) In August 2007, 
Vectren formally withdrew its participation in the IGCC plant and a hearing was conducted on the CPCN petition based on Duke Energy Indiana owning 100% of the 
project On November 20, 2007, the IURC issued an order granting Duke Energy Indiana a CPCN for the proposed IGCC Project approved Ihe cost estimate of 
St.985 billion and approved the timely recovery of costs related to i l ie project On January 25, 2008, Duke Energy Indiana received the final air permit from the 
Indiana Department of Environmental Management. 

On May 1. 2008, Duke Energy Indiana filed its first semi-annual IGCC Rider and ongoing review proceeding with the IURC as required under the CPCN Order 
issued by the IURC. In its filing, Duke Energy Indiana requested approval of a new cost estimate for the IGCC Project of $2 35 billion (including approximately 5125 
million of AFUDC) and for approval of plans to study carbon capture as required by Ihe IURC's CPCN Order On January 7 2009, the IURC approved Duke Energy 
Indiana's request, including the new cost estimate of $2 35 billion, and cost recovery associated with a study on carbon capture Ouke Energy Indiana was required to 
file its plans for studying carbon storage related to the projecl within GO days of the order On November 3. 2008 and May 1 2009, Duke Energy Indiana filed its 
second and third semi-annual IGCC riders, respectively, both of which were approved by the IURC in full 

On November 24. 2009, Duke Energy Indiana filed a petition for its fourth semi-annual IGCC rider and ongoing review proceeding with the IURC Duke Energy 
has experienced design modifications and scope growth above what was anticipated from the preliminary engineering design, adding capital costs to the IGCC project 
Duke Energy Indiana forecasted that the additional capital cost items would use tlie remaining contingency and escalation amounts in Ihe current $2 35 billion cost 
estimate and add approximately $150 million. or about 6 4% to the total IGCC Project cost estimate. excluding (he impact associated willi the need Lo add more 
contingency Duke Energy Indiana did not request approval of an increased cost estimate in the fourth semi-annual update proceeding, rather, Duke Energy Indiana 
requested the IURC to establish a subdocket proceeding In which Duke Energy 'will present additional evidence regarding an updated estimated cost for the IGCC 
project and in which a more comprehensiqe review of the IGCC project could occur On January 27. 2010. !lie ILJRT. approved Duke Energy Indiana's request for a 
subdocket proceeding regarding the cost estimate issues and accepted procedural schedules for the fourth semi-annual update proceeding and the subdockel 
proceeding The evidentiary hearing for the fourth semi-annual update proceeding is scheduled for April 6. 2010 In the cost estimate subdocket proceeding, Duke 
Energy Indiana will be filing a new cost estimate for the IGCC project on April 7, 2010 with its case-in-chief testimony. and a hearing is scheduled to begin August I O ,  
2010 Duke Energy Indiana continues to work with its 
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vendors to update and refine the forecasted increased cost to complete the Edwardsport IGCC project. and currently anticipates that the tolal cost increase it submits 
in the cos1 estimate subdocket proceeding will be significantly higher than the $150 million previously identified 

Duke Energy Indiana filed a petition with the IURC requesting approval of its plans for studying carbon storage, sequestration andlor enhanced oil recovery for 
the carbon dioxide (COz) from the Edwardsport IGCC facility on March 6, 2009. On July 7, 2009, Duke Energy Indiana filed its case-in-chief testimony requesting 
approval lor cost recovery of a $121 million site assessment and characterization plan for CO 2 sequestration options including deep saline sequestration. depleted oil 
and gas sequestration and enhanced oil recovery for the CO 2 from the Edwardsport IGCC facility. The Indiana Office of Utility Consumer Counselor (OUCC) filed 
teslimony supportive of the continuing study of carbon storage, but recommended that Duke Energy Indiana break its plan into phases, recommending approval of 
only approximately $33 million in expenditures at this time and deferral of expenditures rather than cost recovery through a tracking mechanism as proposed by Duke 
Energy Indiana. Intervenor CAC recommended against approval of the carbon storage plan stating customers should not be required to pay for research and 
development costs Duke Energy Indiana's rebuttal testimony was filed October 30, 2009, wherein i t  amended its request to seek deferral of approximately $42 million 
to cover the carbon storage site assessment and characterization activities scheduled to occur through approximately the end of 2010, with further required study 
expenditures subject to future IURC proceedings. An evidentiary hearing was held on November 9. 2009, and an order is expected in the first half of 2010 

Under the Edwardsport IGCC CPCN order and statutory provisions, Duke Energy Indiana is entitled to recover the cosls reasonably incurred in reliance on Ihe 
CPCN Order In December 2008, Duke Energy Indiana entered into a $200 million engineering, procurement and construction management agreement with Bechtel 
Power Corporation Construction of Edwardsport is underway and is approximately 50% complete as of December 31, 2009 

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

Fuel  Supply 

and Gas' sources of power and fuel costs for the three years ended December 31, 2009. 
U S  Franchised Electric and Gas relies principally on coal and nuclear fuel for its generation of electric energy The following table lists U.S Franchised Electric 

Generation by  Source 
(Percent) 

Cost of Delivered Fuel per Net 
Kilowatt-hour Generated (Cents) 

zoo9 m o a  zoo7 zoo9 zooa 2007 

C o a P  59 6 66 9 6 6 5  2 8 8  2 59 2 20 
Nuclearib) 3 8 5  32 1 31 2 0 4 6  0 44 0 38 
Oil and gadC) 
All fuels (cost-based on weighted average)(a)(b) 
Hydroelectric(d) 

0.4 0.7 1.1 7 7 1  1347 9 32 
98.5 99 7 9 8 8  1 9 6  1 9 7  1 7 1  

-.- - - 
1.5 0.3 1.2 

100.0 100.0 100.0 
~ - -  
--- 

(a) 

(b) 

(c) 
(d) 

Statistics related to coal generation and all fuels refiecl U S Franchised Electric and Gas' 69% ownership interesl in Ihe East Bend Sleam Station and 50 05% 
ownership interest in Unit 5 of the Gibson Steam Station 
Statistics related to nuclear generation and all fuels reflect IJ S Franchised Electric and Gas' 12.5% interest in the Catawba Nuclear Station through September 30, 
2008 and an approximate 19% ownership interest in the Catawba Nuclear Station from October 1 ,  2008 and thereafler 
Cost stalislics include amounts for light-off fuel a l  U.S. Franchised Electric and Gas' coal-fired stations 
Generating figures are net of output required to replenish pumped storage facilities during off-peak periods 

Coal. U S Franchised Electric and Gas meets its coal demand in the Carolinas and Midwest through a portfolio of purchase supply contracts and spot 
agreements Large amounts of coal are purchased under supply contracts with mining operators who mine both underground and at the surface U S Franchised 
Electric and Gas uses spot-market purchases to meet coal requirements not met by supply contracts Expiration dates for its supply contracts. which have various 
price adjustment provisions and market re-openers, range from 2010 to 20f4. U.S Franchised Electric and Gas expecls to renew these conlracts or enter into similar 
contracls with other suppliers for the quantities and quality of coal required as existing contracts expire, though prices will fluctuate over time as coal markets change 
The coal purchased for the Carolinas is primarily produced from mines in eastern Kentucky. West Virginia and southwestern Virginia The coal purchased for the 
regulated Midwesl entities is primarily produced in Indiana, Illinois. and Kentucky. U.S Franchised Electric and Gas has an adequate supply 01 coal under contracl to 
fuel its prolected 2010 operations and a significant portion of supply to fuel its projected 201 1 operations 

The current average sulfur content of coal purchased by U.S. Franchised Electric and Gas for the Carolinas is approximately 1%; however, as Carolinas coal 
plants continue to bring on scrubbers over the next several years, the sulfur content of coal purchased could increase as higher sulfur coal options are considered The 
currenl average sulfur content of coal purchased by U S .  Franchised Electric and Gas for the Midwest is approximately 2% Coupled with Ihe use of available sulfur 
dioxide (502) eniisston allowances on the open market, lhis satisfies the current emission limilalions for SO 2 for existing facilities in Ihe Carolinas and Midwest 

Gas U S Franchised Electric and Gas is responsible for the purchase and the subsequent delivery of nalural gas to native load customers in ils Ohio and 
Kentucky service lerritories U S Franchised Electric and Gas' natural gas procurement strategy is to buy firm natural gas supplies (natural gas intended to be 
available at all times) and firm interstate pipeline transportation capacity during the winter season (November through March) and during the non-heating season 
(April Ilirough October) lhrough a combination of firm supply and transportation capacily along with spot supply and interruplible transportalion capacity This slrategy 
allows U S Franchised Electric and Gas lo assure reliable natural gas supply for its high priority (lion-curlailable) lirni cusloniers during peak winter conditions and 
provides CI S Franchised Electric and Gas the flexibility to reduce its contract commitments if firm customers choose alternate gas suppliers under U S Franchised 
Electric and Gas' customer choicelgas transportation programs In 2009, firm supply purchase commitment agreements provided approximately 99°ib of the natural gas 
supply, wilh the remaining gas purchased on the spot market These firm supply agreements feature two levels 01 gas supply, specifically ( 1  ) base load which is a 
continuous supply to meel normal demand requirements. and (2) swing load, which is gas available on a daily basis to acconimodate changes in demand due primarily 
to changing weather conditions 
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U S Franchised Electric and Gas also owns lwo underground caverns with a total storage capacity of approximately 16 million gallons of liquid propane In 
addition, U S Franchised Electric and Gas has access to 5 5 million gallons of liquid propane storage and product loan through a commercial services agreement with a 
third party This liquid propane is used in the three propanelair peak shaving plants located in Ohio and Kentucky Propanelair peak shaving plants vaporize the propane 
and mix with natural gas lo supplement the natural gas supply during peak demand periods and emergencies. 

U.S. Franchised Electric and Gas manages natural gas procurement-price volatility mitigation programs for Duke Energy Ohio and Duke Energy Kenlucky. These 
programs pre-arrange belween 10-25% of total winter heating season gas requirements for Duke Energy Ohio, between 10-35% of total winter heating season gas 
requirements for Duke Energy Kentucky and between 1040% of total summer season gas requirements for both Duke Energy Ohio and Duke Energy Kentucky for up 
to three years in advance of the delivery month Duke Energy Ohio and Duke Energy Kentucky use primarily fixed-price forward contracts and contracts with a ceiling 
and floor on Ihe price As of December 31, 2009, Duke Energy Ohio and Duke Energy Kentucky, combined, had locked in pricing for approximately 22% of their winter 
2009/2010 system road requirements 

U.S Franchised Electric and Gas is also responsible for the purchase and the subsequent delivery of natural gas to Ihe gas lurbine generalors to serve native 
electric load customers in the Duke Energy Carolinas, Duke Energy Indiana and Duke Energy Kentucky service territories. The natural gas procurement strategy is to 
contract with one or several suppliers who buy spot market natural gas supplies along wilh firm or interruptible interstate pipeline transportation capacity for deliveries Io 
the site This strategy allows for competitive pricing, flexibility of delivery, and reliable natural gas supplies to each of the natural gas plants Many of the natural gas 
plants can be served by several supply zones and multiple pipelines. 

Duke Energy Indiana hedges a percentage of ils winter and summer expecled native gas burn from Indiana gas turbine units using financial swaps tied to the New 
York Mercantile Exchange (NYMEX)-Henry Hub natural gas futures 

Nuclear. The industrial processes for producing nuclear generating fuel generally involve the mining and milling of uranium ore to produce uranium concentrates. 
the services to convert uranium concentrates l o  uranium hexafluoride, the services to enrich the uranium hexafluoride, and the services to fabricate the enriched 
uranium hexafluoride into usable fuel assemblies 

Duke Energy Carolinas has contracted for uranium materials and services to fuel the Oconee, McGuire and Catawba Nuclear Stations in the Carolinas. Uranium 
concentrates, conversion services and enrichment services are primarily met through a diversified portfolio of long-term supply contracts The contracts are 
diversified by supplier, country of origin and pricing Duke Energy Carolinas staggers its contracting so that its portfolio of long-term contracts covers the majority of 
its fuel requirements at Oconee. McGuire and Catawba in the near-term and decreasing portions of its fuel requirements over time thereafter. Due lo  the technical 
complexilies of changing suppliers of fuel fabrication services, Duke Energy Carolinas generally sources these services l o  a single domestic supplier on a plant-by- 
plant basis using mulli-year contracts 

Duke Energy Carolinas has entered into fuel contracts that, based on its currenl need projections, cover 100% of the uranium concentrates. conversion services. 
and enrichmenl services requirements of the Oconee, McGuire and Catawba Nuclear Stations through at least 201 1 and cover fabrication services requirements for 
these plants through at least 2018 For subsequent years, a portion of the fuel requirements at Oconee, McGuire and Catawba are covered by long-term contracts For 
future requirements no1 already covered under long-term contracts, Duke Energy Carolinas believes it will be able to renew contracts as they expire, or enter into 
similar contractual arrangements with other suppliers of nuclear fuel materials and services. Near-term requirements no1 met by long-term supply contracts have been 
and are expected lo be fulfilled with uranium spot market purchases 

Energy Efficiency Several factors have led to increased focus on energy efficiency, including environmental constraints, increasing costs of generating plans 
and legislative mandates regarding building codes and appliance efficiencies As a result of these factors, Duke Energy has developed various programs designed to 
promote the efficient use of electricity by its customers. These programs, collectively called save-a-watt, have been filed with various stale commissions over the 
past several years 

Save-a-wall was approved by the PUCO on Oecember 17, 2008, in conjunction with the ESP, and Duke Energy Ohio began offering programs and billing a rate 
rider effective January 1 .  2009 Save-a-watt is approved to continue through December 31, 201 1 

On February 26. 2009, the NCUC approved Duke Energy Carolinas' energy efficiency programs and authorized Duke Energy Carolinas to implement its rate rider 
pending approval of a final compensalion mechanism by the NCUC Duke Energy Carolinas began offering energy conservation programs to North Carolina relail 
customers and billing a conservation-program only rider on June 1, 2009 In October 2009, Duke Energy Carolinas also began offering demand response programs in 
North Carolina On December 14, 2009, the NCUC approved the save-a-watt compensation model and, effective January 1, 2010, Duke Energy Carolinas began billing 
a rate rider reflecting bolh conservation and demand response programs The save-a-watt programs and compensation approach in North Carolina are approved through 
December 31. 2013 

Duke Energy Carolinas began offering demand response and conservation programs Io South Carolina relail customers effeclive June 1 ,  2009 On January 20 
2010, the PSCSC approved a save-a-Walt rider for Duke Energy Carolinas' energy efficiency programs Duke Energy Carolinas began billing lhis rider to retail 
customers February 1, 201 0 The save-a-watt programs and compensalion approach in South Carolina are approved through December 3 1, 20 13 

In October 2007, Duke Energy Indiana filed its petition with lhe IURC requesting approval of save-a-watt. Duke Energy Indiana reached a settlement with all 
intervenors except one, the CAC. and filed the settlenieiit agreement with the IURC An evidentiary hearing wilh the IURC was held on February 27, 2009 and March 2. 
2009. On February 10, 2010, the IURC approved Ihe requesl 

The KPSC. approved Duke Energy Kentucky's currenl energy efficiency programs in 2009 The KPSC is reviewing Duke Energy Kenlucky's proposed adjustment 
for 2010 and a decision is expected by May 2010 On December 1. 2008, Duke Energy Kentucky filed an application for the save-a-watt compensation model On 
January 27 2010, Duke Energy Kenlucky wilhdrew the applic:ation to implement save-a-watt and plans to file a revised porlfolio in the fulure 

SinarlGrm and Distributed Renewable Generation DemonsIralion Projecl Duke Energy Indiana filed a petilion in May 2008, and case-in-chief lestimony in 
September 2008, supporting ils requesl to build an inlelligenl distribulion grid in Indiana The proposal requested approval of distribution formula rates or, in tlie 
alternative, a SmartGrid Rider to recover the return on and of lhe capital costs of the build-out and the recovery of incremental operating and maintenance expenses 
and lost revenues The petition also included a pilot program for the installation of small solar photovoltaic and wind generation on customer siles. for approximately 
S i 0  million over a three-year period Duke Energy Indiana filed supplemental lestimony in January 2009 to reflect the impacts of new favorable tax lrealment on the 
costlbenefit analysis for SmartGrid After various filings by interveners. on June 4, 2009, Duke Energy Indiana filed with the IURC a settlement agreement with the 
OUCC. the CAC Nucor Corporation. and the Duke Energy Indiana lnduslrial Group which provided for a lull deployment of Duke Energy Indiana s SniartGrid rnrtialive 
at a slower pace. including cost recovery through a tracking mechanism The seltlement also included increased reporting and moniloring requiremenls. approval of 
Duke Energy Indiana's renewable distributed generation pilot and the creation of a collaborative design lo initiate several time differentiated pricing pilots. an electric 
vehicle pilot and a home area network pilot Additionally, the settlement agreement provided for tracker recovery of the costs associated with the SmartGrid initiative. 
subject to cost recovery caps and a termination date for the tracker The tracker would also include a reduction in costs associated with the adoption of a new 
depreciation study An evidentiary hearing was held on June 29. 2009 On November 4 ,  2009. tlie IURC issued an order that rejecled 
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the settlement agreement as incomplete and not in the public interest. The IURC cited a lack of defined benefits of the programs and encouraged the parties to 
continue the collaborative process outlined in the settlement or to consider smaller scale pilots or phased-in options. The IURC required the parties to present a 
procedural schedule within 10 days to address the underlying relief requested in the cause, and to supplement the record to address issues regarding the American 
Recovery and Reinvestment Act (the Stimulus Bill) funding recently awarded by the DOE Duke Energy Indiana is considering its next steps, including a review of the 
implications of this Order on the Stimulus Bill SmartGrid Investment Grant award from the DOE A technical conference was held at the IURC on December 1. 2009, 
wherein a procedural schedule was established for the IURC's continuing review of Duke Energy Indiana's smart grid proposal Duke Energy is currently scheduled to 
file supplemental testimony in support of a revised SmartGrid proposal by April 1, 2010, with an evidentiary hearing scheduled for May 5, 2010. 

Duke Energy Ohio received approval lo recover expenditures incurred to deploy the SmartGrid infrastructure in December 2008 in conjunction with the approval of 
Duke Energy Ohio's ESP filing On June, 30, 2009, Duke Energy Ohio filed an application l o  establish rates for return of its SmartGrid net costs incurred for gas and 
electric distribution service through the end of 2008 Duke Energy Ohio proposed its gas SmartGrid rider as part of its most recent gas distribution rate case A 
Stipulation and Recommendation was entered into by Duke Energy Ohio, Staff of the PUCO, Kroger Company, and Ohio Partners for Affordable Energy, which 
provides for a revenue increase of approximately $4 2 million under the electric rider and $590,000 under the natural gas rider Approval of the Stipulation and 
Recommendation is expected in the first quarter 2010. 

Duke Energy Business Services, on behalf of Duke Energy Indiana and Duke Energy Ohio, was awarded a $200 million SmartGrid investment grant from the DOE 
in October 2009 Duke Energy is currently evaluating the terms and conditions of the grant in conjunction with regulatory activities described above that are ongoing in 
Indiana and Ohio. 

See Note 4 to the Consolidated Financial Statements. "Regulatory Matters," for additional information 

Renewable Energy. Climate change concerns, as well as the oil price volatility, have sparked rising government support in driving increasing renewable energy 
legislation at both the federal and state level For example, as discussed further below, the North Carolina legislation (SB 3) passed in 2007 established a renewable 
energy and energy efficiency portfolio standard (REPS) for electric utilities, and in 2008, the state of Ohio also passed legislation that included renewable energy and 
advanced energy targets. Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana have issued Request for Proposals (RFP) seeking bids for power 
generated from renewable energy sources, including sun, wind, water. organic matter and other sources. 

With the passage of Senate Bill 221 (SB 221) in Ohio in 2008, Duke Energy Ohio is required to secure renewable energy and include an increasing percentage of 
renewables as part of its resource portfolio The compliance percentages are based on a three-year historical average of its standard service offer load. The 
requirements are 0.25% of the baseline load from non-solar and 0 004% from solar beginning in 2009, increasing to 12 5% non-solar and 0.5% solar by 2024. Of these 
percentages. at least 50% of each resource type must come from resources located within the state of Ohio. To address this legislation, Duke Energy Ohio initiated 
several acquisition activities including comprehensive renewable RFPs in June 2008. Duke Energy Ohio evaluated the bids and selected both solar and non-solar bids 
to begin negotiations aimed toward final contract executions Initial objectives were focused on meeting the specific near-lerm 2009, 2010 and 201 1 requirements Duke 
Energy Ohio is also working with regulators to seek clarifications on points of the SB 221 renewable guidelines Effective December 10, 2009, the PUCO adopted a set 
of reporting standards known as "Green Rules" which will regulate energy efficiency, alternative energy generation requirements and emission reporting for activities 
mandated by SB 22 1 Duke Energy Ohio will continue its renewable efforts with bidders, suppliers and the community in Ohio to meet the increasing renewable 
obligations 

With the passage of SB 3 in North Carolina in 2007, Duke Energy Carolinas was required to include an increasing percentage of renewables as part of its 
generation portfolio SB 3 requires solar compliance at 0 02% of retail sales beginning in 2010 and 3% of total portfolio to comply with solar, swine and poultry 
requirements beginning 2012 Total North Carolina renewable energy resource compliance increases to 12.5% by 2021. SB 3 granted the NCUC authority to approve an 
energy efficiency rate rider to compensate utilities for new energy efficiency programs that they implement. as well as a REPS rider to recover incremental costs 
incurred to comply with the renewable portfolio standard. To address this legislation. Duke Energy Carolinas initiated a comprehensive renewable RFP in April 2007 to 
address the 2010 through 2014 renewable portfolio standards requirements As a result of the 2007 renewable energy RFP. Duke Energy Carolinas has executed a 
contract with a solar bidder and several landfill gas contracts whicli will be added to the hydro facilities portfolio to meet future compliance requirements. Duke Energy 
Carolinas is working with regulators to seek clarifications on points of the SB 3 renewable guidelines Duke Energy Carolinas will continue to meet its growing renewable 
efforts with bidders, suppliers and the community in the Carolinas to meet the increasing renewable obligations 

Inventory 

Generation of electricity is capital-intensive lJ S Franchised Electric and Gas must maintain an adequate stock of fuel, materials and supplies in order to ensure 
continuous operation of generating facilities and reliable delivery to customers As of December 31, 2009. the inventory balance for U S Franchised Electric and Gas 
was approximately $1,278 million See Note 1 to the Consolidated Financial Statements. Summary of Significant Accounting Policies,'' for additional information 

Nuclear Insurance and Decommissioning 

Duke Energy Carolinas owns and operates the McGuire and Oconee Nuclear Stations and operates and has a partial ownership interest in the Catawba Nuclear 
Station The McGuire and the Catawba Nuclear Stations each have two nuclear reactors and the Oconee Nuclear Stalion has three Nuclear insurance includes: liability 
coverage; property, decontamination and premature decommissioning coverage; and business interruption andlor extra expense coverage. The other joint owners of the 
Catawba Nuclear Station reimburse Duke Energy Carolinas for certain expenses associated with nuclear insurance premiums. The Price-Anderson Act requires Duke 
Energy to provide for public liability claims resulting from nuclear incidents to the maximum total linancial protection liability. which was approximately $12 5 billion and 
increased to approxiniately $12 6 billion effective January 1, 201 0 See Note 16 to the Consolidated Financial Statements. 'Commitments and Contingencies-Nuclear 
Insurance." for more information. 

In 2005. the NClJC and PSCSC approved a $48 million annual amount for contributions and expense levels for decommissioning In each of the years ended 
December 31 2009, 2008 and 2007. Duke Energy Carolinas expensed approximately $48 million and contributed cash of approximately $45 million to the Nuclear 
Decommissioning Trust Funds (NDTF) for decommissioning costs The entire amount of these contributions were to the funds reserved for contaminated costs as 
contributions to the funds reserved for non-contaminated costs have been discontinued since the current estimates indicate existing funds to be sufficient to cover 
projected future costs The balance of the external NDTF was approximately 51.765 million as ul December 31. 2009 and $1.436 million as of December 31, 2008. 

As the NClJC and the PSCSC require that Duke Energy Carolinas update its cost estimate for decommissioning its nuclear plants every five years, new site- 
specific nuclear decommissioning cost studies were completed in January 2009 that showed total estimated nuclear decommissioning costs, including the cost to 
decommission plant components not subject l o  radioactive contamination. of approxiniately S3 billion in 2008 dollars This estimate includes Duke Energy Carolinas' 
19.25% ownership interest in the Catawba Nuclear Station The other joint owners of the Catawba Nuclear Station are responsible for decommissioning costs related to 
their ownership interests in the station Both the NCUC and the PSCSC have allowed Duke Energy Carolinas to recover estimated decommissioning costs through 
retail rates over 
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the expected remaining service periods of Duke Energy Carolinas' nuclear stations Duke Energy Carolinas believes that the decommissioning costs being recovered 
through rates, when coupled with the existing fund balance and expected fund earnings, will be sufficient to provide for the cost of future decommissioning. 

Duke Energy Carolinas filed these site-specific nuclear decommissioning cost studies with tlie NCUC and the PSCSC in April 2009 In addition to tlie 
decommissioning cost studies. a new funding study was completed and indicates the current annual funding requirement of approximately $48 million is sufficient to 
cover the estimated decommissioning costs. Duke Energy Carolinas received an order from the NCUC on its rate case filing on December 7, 2009, and from the 
PSCSC on Duke Energy Carolinas' rate case on January 27, 2010. Both the NCUC and the PSCSC approved the existing $48 million annual funding level for nuclear 
decommissioning costs. See Note 7 to the Consolidated Financial Statements, 'Asset Retirement Obligations." for more information 

After used fuel is removed from a nuclear reactor, it is cooled in a spent-fuel pool at the nuclear station Under provisions of the Nuclear Waste Policy Act of 
1982, Duke Energy Carolinas contracted with the DOE for the disposal of used nuclear fuel The DOE failed to begin accepting used nuclear fuel on January 31, 1998, 
the date specified by the Nuclear Waste Policy Act and in Duke Energy's contract with the DOE Duke Energy Carolinas will continue to safely manage its used 
nuclear fuel until the DOE accepts it. In 1998. Duke Energy Carolinas filed a claim with Ihe U S. Court of Federal Claims against the DOE related lo the DOE's failure 
to accept commercial used nuclear fuel by the required date Damages claimed in the lawsuit were based upon Duke Energy Carolinas' costs incurred as a result of the 
DOE's partial material breach of its contract. including the cost of securing additional used fuel storage capacity. On March 5, 2007, Duke Energy Carolinas and the 
U S  Department of Justice reached a settlement resolving Duke Energy Carolinas' used nuclear fuel litigation againsl the DOE The agreement provided for an initial 
payment to Duke Energy Carolinas for certain storage costs incurred through July 31. 2005, with additional amounts reimbursed annually for future storage costs. 

Asbestos Related Injuries and Damages Claims 

the exposure to or use of asbestos in connection with construction and maintenance aclivities conducted by Duke Energy Carolinas on its electric generation plants 
prior lo 1985 

Duke Energy has experienced numerous claims for indemnification and medical reimbursements relating to damages for bodily injuries alleged to have arisen from 

Duke Energy has third-party insurance to cover certain losses related to Duke Energy Carolinas' asbestos-related injuries and damages above an aggregate self 
insured retention of $476 million. Reserves recorded on Duke Energy's Consolidated Balance Sheets are based upon the minimum amount in Duke Energy's best 
estimate of the range of loss for current and future asbestos claims through 2027. Management believes that i t  is possible there will be additional claims filed against 
Duke Energy Carolinas afler 2027 In light of [lie uncertainties inherent in a longer-lerni forecast, management does no1 believe they can reasonably eslimale the 
indemnity and medical costs that might be incurred after 2027 related to such potential claims Asbestos-related loss estimates incorporate anticipated inflation. if 
applicable, and are recorded on an undiscounted basis These reserves are based upon current estimates and are subjecl to greater uncertainty as the projection period 
lengthens. A significant upward or downward trend in the number of claims filed, the nature of the alleged injury, and the average cost of resolving each such claim 
could change management's estimated liability, as could any substantial adverse or favorable verdict at trial A federal legislative solution, further state tort reform or 
structured settlement transactions could also change the estimated liability. Given the uncertainties associaled with projecting malters into Ihe future and numerous 
other factors outside Duke Energy's control, management believes i t  is reasonably possible that Duke Energy Carolinas may incur asbestos liabilities in excess of its 
recorded reserves 

Duke Energy Indiana and Duke Energy Ohio have also been named as defendants or co-defendants in lawsuits related to asbestos at their electric generating 
stations. The impact on Duke Energy's consolidated results of operations, cash flows, or financial position of these cases to date has no1 been material. Based on 
estimates under varying assumptions, concerning uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos during 
construction or maintenance of Duke Energy Indiana and Duke Energy Ohio generaling plants; (ii) the possible incidence of various illnesses among exposed workers 
and (iii) the potential settlement costs without federal or other legislation that addresses asbestos tort actions. Duke Energy estimales that Ihe range of reasonably 
possible exposure in existing and future suits over the foreseeable future is not material This estimated range of exposure may change as additional settlements occur 
and claims are made and more case law is established 

See Note 16 to the Consolidated Financial Statements, Commitments and Contingencies-Litigation-Asbestos Related Injuries and Damages Claims." for more 
information 

Compet i t ion 

U .S Franchised Electric and Gas competes in some areas with government-owned power systems, municipally owned eleclric systems. rural electric 
cooperatives and other private utilities. By statute. the NCUC and the PSCSC assign service areas outside municipalities in North Carolina and Soulh Carolina, 
respectively, to regulated electric utilities and rural eleclric cooperalives Substantially all of the territory comprising Duke Energy Carolinas' service area has been 
assigned in this manner In unassigned areas, Duke Energy Carolinas' business remains subjecl Io compelition A decision of the Norlh Carolina Supreme Court limits, 
in some instances. the right of North Carolina municipalities to serve customers outside their corporate limits In South Carolina. compelition continues between 
municipalities and other electric suppliers outside the municipalities' corporate limits. subject to the regulation of the PSCSC In Kentucky. the right of municipalities to 
serve customers outside corporate limits is subject to court approval In Ohio, certified suppliers may offer retail electric generation service to residential, commercial 
and industrial customers. In Indiana, the state is divided into certified electric service areas for municipal utilities, rural cooperatives and investor owned utilities. There 
are limiled circumslances where llie certified electric service areas can be modified, wilh approval of  the IURC. U S Franchised Eleclric and Gas also competes wilh 
other utilities and marketers in the wholesale electric business In addilion. U S Franchised Electric and Gas continues lo conipele wilh natural gas providers 

Regulat ion 

State 

The NCUC, the PSCSC. the PUCO. the IURC and the KPSC (collectively, the State Utility Commissions) approve rates for relail electric service within their 
respective states In addition. the PUCO and the KPSC approve rates for retail gas distribution service within their respective states The FERC, approves U S .  
Franchised Electric and Gas' cost-based rates for electric sales to certain wholesale custoniers The Stale Utility Commissions. excepl for lhe PUCO. also have 
authority over the construction and operation of U S Franchised Electric and Gas' generating facilities CPCN's issued by the State Utility Coniniissions. as 
applicable. authorize U S Franchised Electric and Gas to construct and operate its electric facilities, and to sell eleclricity to retail and wholesale customers Prior 
approval from the relevant Slate Utility Commission is required for Duke Energy's regulated operating companies to issue securities 

Duke Energy Carolinas 2009 North Carolina Rate Case. On June 2. 2009, Duke Energy Carolinas filed an Application for Adjustment of Rates and Charges 
Applicable to Electric Service in North Carolina to increase its base rates. The Application was based upon 
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a historical test year consisting of the 12 months ended December 31. 2008 On October 20, 2009, Duke Energy Carolinas entered into a settlement agreemenl with 
the North Carolina Public Staff Two organizations representing industrial customers joined the settlement on October 21, 2009 The terms of the agreement include a 
base rate increase of S315 million (or approximately 8%) phased in primarily over a two-year period beginning January 1, 2010 In order to mitigate the impact of the 
increase on customers. the agreement provides for (i) a one-year delay in the collection of financing costs related to the Cliffside modernization project until January 1, 
201 1: and (ii) the accelerated return of certain regulatory liabilities to customers which lowered the total impact to customer bills to an increase of approximately 7% in 
the near-term. The proposed settlement includes a 10 7% return on equity and a capital structure of 52.5% equity and 47.5% long-term debt. Additionally, Duke Energy 
Carolinas agreed no1 to file another rate case before 201 1 wilh any changes to rates taking effecl no sooner than 2012. The NCUC approved the settlement agreement 
in full by order dated December 7, 2009 The new rates were effective and implemented on January 1, 2010 

Duke Energy Carolinas 2009 South Carolina Rate Case On July 27, 2009, Duke Energy Carolinas filed its Application for Authority to Increase and Adjust 
Rates and Charges for an increase in rates and charges in South Carolina. On September 25, 2009, Duke Energy Carolinas filed a supplemental request seeking 
PSCSC approval of a charge lo  customer bills to pay for Duke Energy Carolinas' new energy efficiency efforts. Parties to the proceeding include the South Carolina 
Office of Regulatory Staff (ORS), the South Carolina Energy Users Committee (SCEtJC), and the South Carolina Green Party. Duke Energy Carolinas, ORs. and 
SCEUC filed a settlement agreement on November 24, 2009, recommending, (i) a $74 million increase in base rates, (ii) an allowed return on equity of 11% with rates 
set at a return on equity of 10 7% and capital structure of 53% equity. and (iii) various riders, including one that provides for the return of DSM charges previously 
collected from customers over three years rather than five years, and another that provides for a storm reserve provision allowing Duke Energy Carolinas to collect $5 
million annually (up to a maximum funding level of $50 million accumulating in reserves) to be used against large storm costs in any particular period. On January 20, 
2010, the PSCSC approved the settlement agreement in full, including the cost recovery mechanism for the energy efficiency effort. The new rates were effective 
February 1. 2010 

Duke Energy Ohio Electric Rate Filings. New legislation (SB 221) passed in April 2008 and signed by the Governor of Ohio on May 1, 2008 codified the 
PUCOs authority to approve an electric utility's standard generation service offer through an ESP, which allows for pricing structures similar to those under the historic 
RSP Electric utilities are required to file an ESP and may also file an application for a Market Rate Option (MRO) a1 the same time. The MRO is a price determined 
through a competitive bidding process On July 31, 2008, Duke Energy Ohio filed an ESP to be effective January 1, 2009. On December 17, 2008, the PUCO issued 
its finding and order adopting a modified Stipulation with respect to Duke Energy Ohio's ESP filing The PUCO agreed to Duke Energy Ohio's request for a net increase 
in base generation revenues, before impacts of custonier switching, of $36 million, 574 million and $98 million in 2009, 2010 and 201 1, respectively, including the 
termination of the residential and non-residential Regulatory Transition Charge, the recovery of expenditures incurred l o  deploy the SmartGrid infrastructure and the 
implementation of save-a-watt See Commercial Power" section below for additional information related to the ESP 

For more information on rate matters, see Note 4 to the Consolidated Financial Statements, 'Regulatory Matters-US Franchised Electric and Gas." 

Federal 

Regulations of FERC and the State Utility Commissions govern access to regulated electric and gas customer and other data by non-regulated entities. and 
services provided between regulated and non-regulated energy affiliates These regulations affect the activities of non-regulated affiliates with US.  Franchised Electric 
and Gas. 

The Energy Policy Acl of 2005 was signed inlo law in August 2005 The legislation direcls specified agencies to conduct a significant number of studies on various 
aspects of the energy industry and to implement other provisions through rule makings. Among the key provisions, the Energy Policy Act of 2005 repealed the Public 
Utility Holding Company Act (PUHCA) of 1935, directed FERC to establish a self-regulating electric reliability organization governed by an independent board with 
FERC oversight, extended the Price Anderson Act for 20 years (until 2025), provided loan guarantees, standby support and production tax credits for new nuclear 
reactors, gave FERC enhanced merger approval authority. provided FERC new backstop authority for the siting of certain electric transmission projects, streamlined 
the processes for approval and permitting ol interstale pipelines, and reformed hydropower relicensing In 2005 and 2006, FERC initiated several rule makings as 
directed by the Energy Policy Act of 2005 These rulemakings have now been completed. subject to certain appeals and further proceeding Duke Energy does not 
believe that these rulemakings or the appeals will have a malerial adverse effect on its consolidated results of operations, cash flows or financial position 

The Energy Policy Act of 1992 and subsequent rulemakings and events initialed the opening of wholesale energy markets to competition, Open access 
transmission for wholesale transmission provides energy suppliers and load serving entities. including US. Franchised Electric and Gas and wholesale customers 
located in the U S Franchised Electric and Gas service area, with opportunities lo purchase, sell and deliver capacity and energy at market-based prices, which can 
lower overall costs to retail customers 

Duke Energy Ohio. Duke Energy Kentucky and Duke Energy Indiana are transmission owners in a regional transmission organization operated by the Midwest 
Independent Transmission System Operator. lnc. (Midwest ISO), a non-profit organization which maintains functional control over the combined transmission systems 
of its members In 2005, the Midwest I S 0  began administering an energy market within its footprint and in January 2009 it began administering an ancillary services 
market Additionally. in April 2009, the Midwest I S 0  began administering a voluntary capacity auction, and in June 2009, instituted a tariff based capacity requirement 

On December 17. 2001, the IIIRC: approved the transfer of functional control of the operalion of the Duke Energy Indiana transmission system to the Midwest 
ISO. a Regional Transmission Organization (RTO) established in 1998 On June I .  2005, the IURC authorized Duke Energy Indiana to transfer control area operations 
tasks and responsibilities and transfer dispatch and Day 2 energy markets tasks and responsibilities to the Midwest IS0 On August 13. 2008, the IURC authorized 
Duke Energy Indiana lo transfer additional balancing authority functions lo the Midwest I S 0  to permit Duke Energy Indiana to participate in the Midwest E O ' S  ancillary 
services market 

The Midwest I S 0  IS the provider of transmission service requesled on tlie transmission facilities under its lariff It is responsible for the reliable operalion of those 
transmission facilities and the regional planning of new transmission facilities The Midwest I S 0  administers energy markets utilizing Localional Marginal Pricing (i e , the 
energy price for Ihe next MW may vary throughout the Midwest I S 0  market based on lransmission congestion and energy losses) as the methodology for relieving 
congestion on the transmission facilities under ils functional control 

On December 19. 2005, the FERC approved a plan filed by Duke Energy Carolinas lo establish an "Independent Entity" (IE) lo serve as a coordinator of cerlain 
transmission functions and an Independent Monitor" (IM) to monitor the transparency and fairness of the operation of Duke Energy Carolinas' transmission system 
Duke Energy Carolinas remains tlie owner and operator of the transmission system, with responsibility for the provision of transmission service under Duke Energy 
Carolinas' Open Access Transmission Tariff Duke Energy Carolinas retained the Midwest IS0  to act as the IE and Potomac Economics, Ltd to act as the IM The IE 
and IM began operations on November 1, 2006 Duke Energy Carolinas is not currently seeking adjustments to its transmission rates to reflect the incremental cost of 
Ihe 
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proposal, which is not projected to have a material adverse effect on Duke Energy's future consolidated results of operations, cash flows or financial position 

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

Othei 

U S Franchised Electric and Gas is subject to the jurisdiction of the NRC for the design, construction and operation of its nuclear generating facilities. In 2000, 
the NRC renewed the operating license for Duke Energy Carolinas' three Oconee nuclear units through 2033 for Units 1 and 2 and through 2034 for tJnit 3 In 2003, the 
NRC renewed the operating licenses for all units at Duke Energy Carolinas' McGuire and Catawba stations The two McGuire units are licensed through 2041 and 2043, 
respectively. while the two Catawba units are licensed through 2043. All but one of U S .  Franchised Electric and Gas' hydroelectric generating facilities are licensed by 
the FERC under Part I of the Federal Power Act, with license terms expiring from 2005 to 2036. The FERC has authority to issue new hydroelectric generating licenses. 
Hydroelectric facilities whose licenses expired in 2005 through 2009 are operaling under annual extensions of the current license until FERC issues a new license. Other 
hydroelectric facilities whose licenses expire between 2010 and 2016 are in various stages of relicensing Duke Energy expects to receive new licenses for all 
applicable hydroelectric facilities with the exception of the Dillsboro Project, for which Duke Energy requested and the FERC approved license surrender. Duke Energy 
Carolinas has removed the Dillsboro Project dam and powerhouse as part of multi-project and multi-stakeholder agreements and Duke Energy Carolinas is continuing 
with stream restoration and post-removal monitoring as requested by FERC's license surrender order 

U S Franchised Electric and Gas is subject to the jurisdiction of the U S  Environmental Protection Agency (EPA) and state and local environmental agencies. 
(For a discussion of environmental regulation, see "Environmental Matters" in this section.) 

COMMERCIAL POWER 

Commercial Power owns, operates and manages power plants and engages in the wholesale marketing and procurement of electric power, fuel and emission 
allowances related to these plants as well as olher contraclual positions Commercial Power's generation asset fleet consists of Duke Energy Ohio's non-regulated 
generation in Ohio, acquired from Cinergy in April 2006, which are dedicated under the ESP, and the five Midwestern gas-fired non-regulated generation assets that were 
a portion of former DENA. which are dispatched into wholesale markets Commercial Power's assets. excluding wind energy generation assets, are comprised of 
approximately 7,550 net MW of power generation primarily located in the Midwestern United States The asset portfolio has a diversified fuel mix with baseload and 
mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units. Effective January 1, 2009, approximately half of Commercial Power's Ohio- 
based generation assets began operating under an ESP, which expires on December 31. 201 1. and is described below. Prior to January 1, 2009, these generation assets 
were contracted through the RSP, which expired on December 31. 2008. 

Commercial Power also has a retail sales subsidiary, DERS. which is certified by the PUCO as a CRES provider in Ohio DERS serves retail electric customers in 
Southwest. West Central and Northern Ohio with generation and other energy services at competitive rates During 2009, due to increased levels of customer switching 
as a result of the competitive markets in Ohio, which is discussed further below, DERS has focused on acquiring customers that had previously been served by Duke 
Energy Ohio under the ESP, as well as those previously served by other Ohio franchised utilities 

The following map shows Ihe Commercial Power service terrilory and generation facilities 
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Commercial Power Midwest Power Generation Facilities 

I 
Through DEGS. Commercial Power is an on-site energy solutions and utility services provider Primarily through joint ventures, DEGS engages in utility systems 

construction, operation and maintenance of utility facilities, as well as cogeneration Cogeneration is the simultaneous production of two or more forms of usable 
energy from a single source. DEGS currently has approximately 735 net MW of wind energy in operation and over 5,000 MW of wind energy projects in the 
development pipeline. DEGS also is developing transmission. solar and biomass projects 

The following map shows the location of DEGS generation assets. 
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Power Generation Facilities and Off ices 

Rates and Regulation 

ESP, these generation assets had been contracled through lhe RSP. which expired on December 31, 2008 The ESP consists of the following discrete charges: 
Effective January 1. 2009, approximately half of Commercial Power's generation assets operate under an ESP, which expires on December 31, 201 1 Prior to the 

Annually Adjusted Component (AAC) Rider- This rider is inlended to provide cost recovery primarily for certain environmental compliance expenditures. This 
component is avoidable (or by-passable) by all customers that switch to an alternative electric service provider. 

Fuel and Purchased Power (FPP) Rider - This rider is intended to provide cost recovery for fuel, purchased power and emission allowance expenses (including 
carbon or energy taxes) incurred to generate or procure electricity for retail ratepayers that are provided service by Duke Energy Ohio This component is 
avoidable (or by-passable) by all customers that switch to an alternative electric service provider. 

Capacity Dedication Rider - This rider is intended to provide cost recovery for maintaining the generation fleet to serve the retail rate payers This componenl 
is not avoidable (or non-by-passable) by customers that switch lo an allernalive electric service provider. 

System Reliability Tracker - This tracker is intended to provide actual cost recovery for capacity purchases made to maintain adequate reserve margin This 
component is not avoidable (or non-by-passable) by all customers lhal switch lo an alternative electric service provider 

Base Generation Charge - This component reflects a market price for retail generation service and is not a cost-based rate. This component is avoidable (or 
by-passable) by all customers that switch to an alternative electric service provider 

Transmission Cost Recovery Rider - The generation portion of this rider is designed to permit Duke Energy Ohio to recover certain Midwest IS0 charges and 
all FERC approved transmission costs allocable to retail ralepayers that are provided service by Duke Energy Ohio . This component is avoidable (or by- 
passable) by all customers that switch to ai1 alternative electric service provider 

* 

. 
- 
- 
- 

Commercial Power's generation operations in the Midwest include generatlon assets located in Ohio that are dedicated to serve Ohio native load customers These 
assets, as excess capacity allows, also generate revenues through sales outside Ihe native load customer base, and such revenue is termed non-native 

Prior to December 17. 2008, Commercial Power did not apply regulatory accounting lreatment to any of its operations due to the comprehensive electric 
deregulation legislation passed by the state of Ohio in 1999 111 April 2008, new legislation (SB 221) was passed in Ohio and signed by the Governor of Ohio on May 1 
2008. The new law codified the PUCO's authority to approve ari electric utility's standard servlce offer either IhrOUQh an ESP or a MRO, which is a price determined 
through a competitive bidding process On July 31, 2008 Duke 
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Energy Ohio filed an ESP and, with certain amendments, the ESP was approved by the PUCO on December 17, 2008 The approval of the ESP on December 17, 2008 
resulted in the reapplication of regulatory accounting treatment to certain portions of Commercial Power's operations as of that date. The ESP became effective on 
January 1. 2009 

Under the ESP, Commercial Power bills for its native load generation via numerous riders. Si3 221 and the ESP resulted in the approval of an enhanced recovery 
mechanism for certain of these riders, which includes, but is not limited lo. a price-to-compare fuel and purchased power rider and certain portions of a price-to-compare 
cost of environmental compliance rider. Accordingly, Commercial Power began applying regulatory accounting lrealmenl to the corresponding RSP riders that enhanced 
the recovery mechanism for recovery under the ESP on December 17. 2008 The remaining portions of Commercial Power's Ohio native load generation operations, 
revenues from which are reflected in rate riders for which the ESP does not specifically allow enhanced recovery. as well as all generation operations associated with 
non-native customers, including Commercial Power's Midwest gas-fired generation assets, continue to not apply regulatory accounting as those operations do not meet 
the necessary accounting criteria Moreover, generation remains a competitive market in Ohio and native load customers continue to have the ability to switch to 
alternative suppliers for their electric generation service. As customers switch, there is a risk that some or all of the regulatory assets will not be recovered through the 
established riders. In assessing the probability of recovery of its regulatory assets established for its native load generation operations. Duke Energy continues to 
monitor the amount of native load customers that have switched to alternative suppliers At December 31, 2009, management has concluded that the established 
regulatory assets are still probable of recovery even though there have been increased levels of customer switching 

Despite certain portions of the Ohio native load operations not meeting the criteria for applying regulatory accounting treatment. all of Commercial Power's Ohio 
native load operations' rates are subject to approval by the PUCO, and thus these operations are referred to here-in as Commercial Power's regulated operations. 

Commercial Power is subject lo regulation at the stale level, primarily from PUCO and at the federal level, primarily from FERC. The PUCO approves prices for 
all retail electric generation sales hy Duke Energy Ohio for its native retail service territory See "Regulation" section within U S Franchised Electric and Gas for 
additional information regarding deregulation in Ohio 

Regulations of FERC and the PUCO govern access to regulated electric customer and other data by non-regulated entities. and services provided between 
regulated and non-regulated energy affiliates These regulations affect the activities of Commercial Power 

Other ongoing regulatory initiatives at both state and federal levels addressing market design, such as the development of capacity markets and real-time 
electricity markets, impact financial results from Commercial Power's marketing and generation activities. 

Commercial Power is subject Io the jurisdiction of the EPA and state and local environmental agencies (For a discussion of environmental regulation. see 
"Environmental Matters" in this section.) 

See "Other Issues" section of Management's Discussion and Analysis of Financial Condition and Resulls of Operations for a discussion about potential Global 
Climate Change legislalion and the potential impacts such legislation could have on Duke Energy's operations. 

Market Environment and Competit ion 

Similar to U.S. Franchised Electric and Gas' operations, the overall economic conditions have negatively impacted Commercial Power's retail volumes for all 
customer classes. Commercial Power competes for wholesale contracts for the purchase and sale of electricity, coal, natural gas and emission allowances The market 
price of commodities and services, along with the quality and reliability of services provided, drive competition in the energy marketing business, Commercial Power's 
main competitors include other non-regulated generators in the Midwestern U S wholesale power, coal and natural gas marketers, renewable energy companies and 
financial institutions and hedge funds engaged in energy commodily markeling and trading 

Low commodity prices in 2009 have put downward pressure on power prices The available capacity and lower prices have provided opportunities for customers in 
Ohio to switch generation suppliers Competitive power suppliers have begun supplying power to current Commercial Power customers in Ohio and Commercial Power 
experienced an increase in customer switching beginning in the second quarter of 2009 and accelerating in the later par1 of the year. As of December 31, 2009, 
customer switching levels approximated 40% of Commercial Power's Ohio native load However. through DERS, Commercial Power was able to acquire approximately 
60% of the switched load by offering customers a discount lo the ESP price Additionally. DERS has been able lo acquire new customers previously served by other 
Ohio franchised utilities 

Fuel Supply 

Commercial Power relies on coal and natural gas for its generation of electric energy 

Coal. Commercial Power meets its coal demand through a portfolio of purchase supply contracts and spot agreements Large amounts of coal are purchased 
under supply contracts with mining operators who mine both underground and at the surface Commercial Power uses spot-market purchases to meet coal requirements 
not met by supply contracts. Expiration dates for its supply contracts, which have various price adjustment provisions and market re-openers, range from 2010 to 
2012. Commercial Power expects to renew these contracls or enter into similar contracts with olher suppliers for the quantities and quality of coal required as existing 
contracts expire, though prices will fluctuate over time as coal markets change The coal purchased is primarily produced in Illinois. Ohio and eastern Kentucky. 
Commercial Power has an adequate supply of coal to fuel its projecled 2010 operations and a significanl portion of supply to fuel its projected 201 1 operations The 
majorily of Commercial Power's coal-fired generation is equipped with flue gas desulfurization equipment As a result, Commercial Power is able to satisfy the current 
emission limitations for SO2 for existing facilities 

Gas Commercial Power is responsible for the purchase and the subsequent delivery of natural gas to ils gas turbine generators The majority of Comniercial 
Power's natural gas requirements are purchased ( t i  the spot marke! on an as-needed basis 
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INTERNATIONAL ENERGY 

International Energy principally operates and manages power generation facilities and engages in sales and marketing of electric power and natural gas outside the 
US. It conducts operations primarily through DEI and its affiliates and its activities target power generation in Latin America Additionally, International Energy has 
equity method investments in NMC, located in Saudi Arabia, which is a regional producer of MTBE and Attiki, located in Athens, Greece, which is a natural gas 
distributor and was acquired in connection with the Cinergy merger. In December 2009, International Energy decided to abandon its investment in Atliki See Note 12 to 
the Consolidated Financial Statements, "Investments in Unconsolidated Affiliates and Related Party Transactions," for additional information 

International Energy's customers include retail distributors, electric utilities, independent power producers, marketers and industriallcommercial companies, 
International Energy's current strategy is focused on optimizing the value of its current Latin American portfolio and expanding the portfolio through investment in 
generation opportunities in Latin America. 

International Energy owns, operates or has substantial interests in approximately 4,000 net MW of generation facilities 

The following map shows the locations of International Energy's facilities, including its interests in non-electric generation facilities in Saudi Arabia and Greece 

Duke Energy International Facilities 

Compet i t ion and Regulation 

International Energy's sales and marketing of electric power and natural gas competes directly with other generators and marketers serving its market areas. 
Competitors are country and region-specific but include government-owned electric generating companies. local distribution companies with self-generation capability 
and other privately-owned electric generating and marketing companies The principal elements of compelillon are price and availability. lerms of service. flexibility and 
reliabilily of service 

A high percentage of International Energy's portfolio consists of base load hydroelectric generation facilities which compete with other forms of electric generation 
available to International Energy's customers and end-users, including natural gas and fuel oils Economic activity, conservation. legislation. governmental regulations. 
weather. additional generation capacities and other factors affect the supply and demand for electricity in the regions served by International Energy 

International Energy's operalions are subject lo both country-specific and international laws and regulations (See Envtronmental Matters" in this section ) 
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OTHER 

The remainder of Duke Energy's operations is presented as Other. While it is not considered a business segment, Other primarily includes certain unallocated 
corporate costs. Bison, Duke Energy's wholly-owned, captive insurance subsidiary, Duke Energy's effective 50% interest in Crescent and DukeNet and related 
telecom businesses. Additionally, Other includes the remaining portion of Duke Energy's business formerly known as DENA that was not exited or transferred to 
Commercial Power, primarily DETM, which is 60% owned by Duke Energy and 40% owned by Exxon Mobil Corporation and management is currently in the process of 
winding down See Note 2 to the Consolidated Financial Statements, "Business Segments." for more information on Crescent. 

Bison's principal activities as a captive insurance entity include the insurance and reinsurance of various business risks and losses, such as property, business 
inlerruplion and general liability of subsidiaries and affiliates of Duke Energy. 

Compet i t ion and Regulation 

"Environmental Matters" in this section.) 
The entities within Other are subject to the jurisdiction of the EPA and state and local environmental agencies. (For a discussion of environmental regulation, see 

ENVIRONMENTAL MATTERS 

Duke Energy is subject to international, federal, state and local laws and regulations with regard to air and water quality. hazardous and solid waste disposal and 

The Clean Air Act (CAA), as well as stale laws and regulations impacting air emissions. including Stale Implementation Plans related to existing and new 
national ambient air quality standards for ozone and particulate matter Owners and/or operators of air emission sources are responsible for obtaining permits 
and for annual compliance and reporting. 

The Clean Water Act which requires permits for facilities that discharge wastewaters into the environment 

The Comprehensive Environmental Response, Compensation and Liability Act, which can require any individual or entity that currently owns or in the past may 
have owned or operated a disposal site. as well as transporters or generators of hazardous substances sen1 to a disposal site, to share in remediation costs. 

The Solid Waste Disposal Act. as amended by the ReSOkJrCe Conservation and Recovery Act, which requires certain solid wastes, including hazardous wastes, 
to be managed pursuant to a comprehensive regulatory regime. 

The National Environmental Policy Act. which requires federal agencies to consider potential environmental impacts in their decisions, including siting 
approvals 

The North Carolina clean air legislation that froze electric utility rates from June 20, 2002 to December 31, 2007 (rate freeze period), subject l o  certain 
conditions, in order for North Carolina electric utilities, including Duke Energy, to significantly reduce emissions of SO 2 and nitrogen oxide (NO,) from coal-fired 
power plants in the state The legislation allows electric utilities, including Duke Energy, to accelerate the recovery of compliance costs by amortizing them 
over seven years (2003-2009) However, Duke Energy Carolinas ended its amortization in 2007 as part of its rate case settlement with the NCUC 

other environmental matters. Environmental laws and regulations affecting Duke Energy include, but are not limited to: 

* 

- 
* 

See "Other Issues" section of Management's Discussion and Analysis of Financial Condition and Results of Operations for a discussion about potential Global 
Climate Change legislation and the potential impacts such legislation could have on Duke Energy's operations Additionally, other potential future environmental laws 
and regulations could have a significant impact on Duke Energy's results of operations, cash flows or financial position However, if SlJCh laws are enacted. Duke 
Energy would seek appropriate regulatory recovery of costs to comply within its regulated operations 

For more information on environmental matters involving Duke Energy, including possible liability and capital costs, see Notes 4 and 16 to the Consolidated 
Financial Statements. Regulatory Matters," and "Commitments and Contingencies-Environmental," respectively 

Except to the extent discussed in Note 4 to the Consolidated Financial Statements. "Regulatory Matters." and Note 16 l o  the Consolidated Financial Statements, 
'Commitments and Contingencies." compliance with current international, federal, state and local provisions regulating the discharge of materials into the environment, 
or otherwise protecting the environment, is incorporated into the routine cost structure of our various business segments and is not expected to have a material 
adverse effect on the competitive position, consolidated results of operations. cash flows or financial position of Duke Energy 

GEOGRAPHIC REGIONS 

For a discussion of Duke Energy's foreign operalions and certain of the risks associated with them, see Risk Factors." 'Managemenl's Discussion and Analysis 
of Results of Operations and Financial Condition. Quantitative and Qualitative Disclosures About Market Risk-Foreign Currency Risk,' and Notes 2 and 8 to the 
Consolidated Financial Statements. Business Segmenls" and "Risk Management, Derivative Instruments and Hedging Activities " respectively 

EMPLOYEES 

On December 31, 2009. Duke Energy had approximately 18,680 employees A total of approximately 4,620 operating and maintenance employees were 
represented by unions. 

EXECUTIVE OFFICERS OF DUKE ENERGY 

STEPHEN G DE MAY, 47. Senior Vice President, Investor Relations and Treasurer. Mr De May assumed the role of Treasurer in November 2007 and in October 
2009 Mr De May assumed additional responsibility for investor relations. Prior to that. he served as Assistant Treasurer since April 200G upon the merger of Duke 
Energy and Cinergy Until the merger of Duke Energy and Cinergy, Mr De May served as Vice President, Energy and Environmental Policy of Duke Energy since 
February 2004 

LYNN J GOOD, 50, Group Executive and Chief Financial Officer Ms Good assumed her current position in July 2009 In November 2007. Ms Good began 
serving as President. Commercial Businesses Prior to that. she served as Senior Vice President and Treasurer since December 2006: prior to that she served as 
Treasurer and Vice President. Financial Planning since October 2006; and prior to that she sehed as Vice President and Treasurer since April 2006, upon the merger of 
Duke Energy and Cinergy Until the merger of Duke Energy and Cinergy. Ms Good served as Executive Vice President and Chief Financial Officer of Cinergy from 
August 2005 and Vice President. Finance and Controller of Cinergy from November 2003 to August 2005 

DHIAA M JAMIL. 5.3. Group Executive, Chief Generation Officer and Chief Nuclear Officer Mr .lamil assumed liis posilion as Chief Generation Officer in .July 
2009 and his position as Chief Nuclear Officer in February 2008 Prior to that he served as Senior Vice President. Nuclear Support Duke Energy Carolinas. LLC since 
March 2007 
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MARC E. MANLY, 57, Grollp Executive, Chief Legal Officer and Corporate Secretary Mr Manly assumed the role of Corporate Secretary in December 2008 and 
assumed position of Chief Legal Officer in April 2006, upon the merger of Duke Energy and Cinergy Until the merger of Duke Energy and Cinergy. Mr Manly served 
as Executive Vice President and Chief Legal Officer of Cinergy since November 2002 

JAMES E ROGERS, 62. Chairman, President and Chief Executive Officer. Mr Rogers assumed the role of Chief Executive Officer and President in April 2006, 
upon the merger of Duke Energy and Cinergy and assumed the role of Chairman on January 2. 2007. Until the merger of Duke Energy and Cinergy. Mr Rogers 
served as Chairman of the Board of Cinergy since 2000 and as Chief Executive Officer of Cinergy since 1995 

E. KEITH TRENT, 50, Group Executive. President. Commercial Businesses Mr Trent assumed his current position in July 2009. Prior to that he served as Group 
Executive and Chief Strategy. Policy and Regulatory Officer since May 2007 Prior to that he served as Group Executive and Chief Strategy and Policy Officer since 
October 2006 and prior to that he served as Group Executive and Chief Development Officer since April 2006, upon the merger of Duke Energy and Cinergy Until the 
merger of Duke Energy and Cinergy, Mr Trent served as Executive Vice President. General Counsel and Secretary of Duke Energy since March 2005 Prior to that he 
served as General Counsel, Litigation of Duke Energy from May 2002 to March 2005 

JAMES L TURNER, 50, Group Executive; President and Chief Operating Officer. IJS. Franchised Electric and Gas. Mr Turner assumed his current position in 
May 2007. Prior lo that he served as Group Executive and President, US. Franchised Electric and Gas since October 2006, and prior to that he served as Group 
Executive and Chief Commercial Officer, U S. Franchised Electric and Gas since April 2006, upon the merger of Duke Energy and Cinergy Until the merger of Duke 
Energy and Cinergy. Mr Turner served as President of Cinergy since 2005, Executive Vice President and Chief Financial Officer of Cinergy from 2004 to 2005 

STEVEN K YOUNG. 51, Senior Vice President and Controller Mr. Young assumed his current position in December 2006 Prior lo that he served as Vice 
President and Controller since April 2006. upon the merger of Duke Energy and Cinergy. Until the merger of Duke Energy and Cinergy. Mr Young served as Vice 
President and Controller of Duke Energy since June 2005 Prior lo that Mr Young served as Senior Vice President and Chief Financial Officer of Duke Energy 
Carolinas from March 2003 to June 2005 

Executive officers serve until their successors are duly elected 

There are no family relationships between any of the executive officers. nor any arrangement or understanding between any executive officer and any other 
person involved in officer selection. 

Item I A .  R i s k  Factors. 

transmission, distribution and  related activities, which may l imi t  Duke Energy's abi l i ty  to recover costs. 
Duke Energy's f ranchised electric revenues, earnings and  resul ts are dependent o n  state legislation and  regulat ion that affect electric generation, 

Duke Energy's franchised electric businesses are regulated on a cost-of-servicelrate-of-return basis subject to the statutes and regulatory commission rules and 
procedures of North Carolina, South Carolina, Ohio, Indiana and Kentucky If Duke Energy's franchised electric earnings exceed the returns established by the state 
regulatory commissions, Duke Energy's retail electric rates may be subject to review and possible reduction by the commissions, which may decrease Duke Energy's 
future earnings Additionally, i f  regulatory bodies do not allow recovery of costs incurred in providing service on a timely basis, Duke Energy's future earnings could be 
negatively impacted 

Duke Energy may incur substant ia l  costs and  liabil i t ies due to Duke Energy's ownership and  operation o f  nuclear generating facil i t ies 

Duke Energy's ownership interest in and operation of three nuclear stations subject Duke Energy to various risks including. among other things: the potential 
harmful effects on the environment and human health resulting from the operation of nuclear facilities and the storage, handling and disposal of radioactive materials; 
timitations on the amounts and types of insurance commercially available to cover losses that might arise in connection wilh nuclear operations; and uncertainlies with 
respect to the technological and financial aspects of decommissioning nuclear plants at the end of their licensed lives. 

Duke Energy's ownership and operation of nuclear generation facilities requires Duke Energy to meet licensing and safety-related requirements imposed by the 
NRC In the event of  non-compliance. the NRC may increase regulatory oversight, impose fines, and/or shut down a unit. depending upon its assessment of the 
severily of the situation Revised security and safety requirements promulgated by the NRC, which could be prompted by, among other things. events within or 
outside of Duke Energy's control, such as a serious nuclear incident at a facility owned by a third-party, COllld necessitate substantial capital and other expenditures at 
Duke Energy's nuclear plants. as well as assessments against Duke Energy to cover third-party losses In addition, if a serious nuclear incident were to occur, it could 
have a material adverse effect on Duke Energy's results of operations and financial condition 

Duke Energy's ownership and operalion 01 nuclear generation facilities also requires Duke Energy to maintain funded trusts that are intended lo pay for the 
decommissioning costs of Duke Energy's nuclear power plants Poor investment performance of these decommissioning trusts' holdings and other factors impacting 
decommissioning costs could unfavorably impact Duke Energy's liquidity and results of operations as Duke Energy could be required to significantly increase its cash 
contributions to the decommissioning lrusts 

Duke Energy's plans for future expansion a n d  modernization o f  i t s  generation fleet subject  i t  to r i sk  o f  failure to adequately execute and  manage i ts 
s igni f icant construcfion plans, as wel l  as the r isk of recover ing a l l  such costs o r  of recover ing costs in a n  unt imely manner, which cou ld  mater ia l ly  
impact Duke Energy's resul ts o f  operations, cash flows or  f inancial position. 

During the three year period from 2010 to 2012. Duke Energy anticipates cumalative capital expenditures of approximately 514 billion to $15 billion of which 
approximately 5 11 billion relates Io its regulated U S Franchised Electric and Gas businesses The completion of Duke Energy's anticipated capital investment projects 
in existing arid new generatior? facililies is subject to many conslruclion and development risks, including, but not limited to. risks related to financing, obtaining and 
complying with terms of  permits. meeting construction budgets and sclhedules, and satisfying operating and environmenlal performance standards. Moreover, Duke 
Energy s abtlily Io recover all these costs and recovering costs in a timely manner could materially impacl Duke Energy's consolidated financial position, results of 
operations or cash flows 
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Duke Energy's sales may decrease if Duke Energy is unable to gain adequate, reliable and  affordable access to transmission assets. 

Duke Energy depends on transmission and distribution facilities owned and operated by utilities and other energy companies to deliver the electricity Duke Energy 
sells to the wholesale market. FERC's power transmission regulations, as well as those of Duke Energy's international markets, require wholesale electric transmission 
services to be offered on an open-access, non-discriminatory basis If transmission is disrupted, or if transmission capacity is inadequate, Duke Energy's ability to 
sell and deliver products may be hindered. 

The different regional power markets have changing regulatory structures. which could affect Duke Energy's growth and performance in lhese regions. In addition, 
the independent system operators who oversee the transmission systems in regional power markets have imposed in the past, and may impose in the future, price 
limitations and other mechanisms to address volatility in the power markets These types of price limitations and other mechanisms may adversely impact the 
profitability of Duke Energy's wholesale power markeling business. 

Duke Energy may b e  unable to secure long-term power  sales agreements o r  transmission agreements, which cou ld  expose Duke Energy's sales to 
increased volatility. 

In the future, Duke Energy may not be able to secure long-term power sales agreements to customers for Duke Energy's unregulated power generation facilities. 
If Duke Energy is tinable to secure these types of agreements, Duke Energy's sales volumes would be exposed to increased volatility. Without the benefit of long- 
term customer power purchase agreements. Duke Energy cannot assure that it will be able to sell lhe power generated by Duke Energy's facilities or that Duke 
Energy's facilities will be able to operate prolilably. The inability to secure these agreements could materially adversely affect Duke Energy's financial and operational 
results 

Competit ion in the unregulated markets in which Duke Energy operates may adversely affect the growth and  prof i tabi l i ty  o f  Duke Energy's business. 

Duke Energy may not be able to respond in a timely or effective manner to the many changes designed to increase competition in the electricity industry. To the 
extent competitive pressures increase, the economics of Duke Energy's business may come under long-term pressure 

In addition, regulatory changes have been proposed to increase access to electricity transmission grids by utilily and non-utility purchasers and sellers of 
electricity. These changes could continue the disaggregation of many vertically-integrated utililies into separate generation, transmission, distribution and retail 
businesses. As a result, a significant number of additional competitors could become active in the wholesale power generation segment of Duke Energy's industry 

Duke Energy may also face cornpetition from new competitors that have greater financial resources than Duke Energy does. seeking attractive opportunities to 
acquire or develop energy assets or energy trading operations both in the United States and abroad These new competitors may include sophisticated financial 
institutions, some of which are already entering the energy trading and marketing sector, and international energy players, which may enter regulated or unregulated 
energy businesses This competition may adversely affect Duke Energy's ability to make investments or acquisitions 

Customers o f  Duke Energy Ohio have recent ly begun to select  alternative electric generation service providers, as al lowed by Ohio legislation 

Under current Ohio legislalion. electric generation is sold in a competilive market in Ohio, and Duke Energy's native load customers in Ohio have the ability to 
switch to alternative suppliers for their electric generation service. Competitive power suppliers have announced intentions of supplying power to Duke Energy's current 
customers in Ohio, and Duke Energy has experienced an increase in customer switching in the second half of 2009 These evolving market conditions may continue to 
impact Duke Energy's results of operations, and also may impact Duke Energy's ability to continue to apply regulatory accounting treatment to certain portions of its 
Commercial Power business segment. 

Duke Energy must  meet credit quality standards and  there i s  no  assurance that i t  and  i t s  rated subsidiaries wi l l  maintain investment grade credi t  
ratings. I f  Duke Energy o r  i t s  ra ted  subsidiaries are unable to maintain an  investment grade credi t  rating, Duke Energy wou ld  b e  required under  credi t  
agreements to provide collateral in the form o f  letters o f  credit o r  cash, which may materially adversely affect Duke Energy's l iquidi ty 

Each of Duke Energy's and ils raled subsidiaries senior unsecured long-term debt is currently rated investment grade by various rating agencies Duke Energy 
cannot be sure that the senior unsecured long-term debt of Duke Energy or its rated subsidiaries will be rated inveslmenl grade in the future 

If the rating agencies were to rate Duke Energy or its rated subsidiaries below investment grade, the entity's borrowing costs would increase, perhaps significantly 
In addition, Duke Energy or its rated subsidiaries would likely be required to pay a higher interest rate in future financings. and its potential pool of investors and 
funding sources would likely decrease Further. if its short-term debt rating were to fall, the entity's access to the commercial paper market could be significantly 
limiled Any downgrade or other event negatively affecling the credit ratings of Duke Energy's subsidiaries could make their costs of borrowing higher or access to 
funding sources more limited, which in turn could increase Duke Energy's need lo provide liquidity in Ihe form of capilai conlribulions or loans lo such subsidiaries, thus 
reducing the liquidity and borrowing availability of the consolidated group 

A downgrade below investment grade could also require Duke Energy lo post additional collateral in the form of letters of credit or cash under various credit 
agreements and trigger termination clauses in some interest rate derivative agreements. which would require cash payments All of these events would likely reduce 
Duke Energy's liquidity and profitability and could have a material adverse effect on Duke Energy's financial position, results of operations or cash flows. 

Duke Energy relies on  access to short-term money markets a n d  longer-term capi ta l  markets to f inance Duke Energy's capi ta l  requirements and  
support  Duke Energy's l iquidi ty needs, and Duke Energy's access to those markets can be adversely affected b y  a number of conditions, many o f  which 
are beyond Duke Energy's control. 

Duke Energy's business is financed to a large degree through debt and the maturity and repayment profile of deb1 used Io Iinance investments often does not 
correlate to cash flows from Duke Energy.s assels Accordingly, Duke Energy relies on access to both short-Ierni nioney markets and longer-term capital markets as a 
source of liquidily for caprlal requirements not satisfied by the cash flow from Duke Energy's operalions and to fund investments originally financed through debt 
instruments with disparate maturities II Duke Energy is not able lo access capital at competitive rates or at all, Duke Energy's ability lo finance its operations and 
implement its strategy and business plan as scheduled could be adversely affected An inability to access capital may limit Duke Energy's ability to pursue 
improvements or acquisitions that Duke Energy may otherwise rely on for future growth 
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Market disruptions may increase Duke Energy's cost of borrowing or adversely affect Duke Energy's ability to access one or more financial markets. Such 
disruptions could include: econonlic downturns; the bankruptcy of an unrelated energy company; capital market conditions generally; market prices for electricity and 
gas; terrorist attacks or threatened attacks on Duke Energy's facilities or unrelated energy companies; or the overall health of the energy industry 

Duke Energy maintains revolving credit facilities to provide back-up for commercial paper programs andlor letters of credit at various entities. These facilities 
typically include financial covenants which limit the amount of debt that can be outstanding as a percentage of the total capital for the specific entity. Failure to 
maintain these covenants at a particular entity could preCkJde Duke Energy from issuing commercial paper or Duke Energy and its affiliates from issuing letters of 
credit or borrowing under the revolving credit facility Additionally, failure to comply with these financial covenants could result in Duke Energy being required to 
immediately pay down any outstanding amounts under other revolving credit agreements 

Duke Energy's investments and  projects located outside o f  the Uni ted States expose Duke Energy to r i sks  related to laws o f  other countries, faxes, 
economic conditions, po l i t i ca l  condi t ions a n d  pol ic ies o f  foreign governments. These r i sks  may delay o r  reduce Duke Energy's realization o f  value from 
Duke Energy's internat ional  projects. 

Duke Energy currently owns and may acquire and/or dispose of material energy-related investments and projects outside the l lnited States. The economic, 
regulatory. market and political conditions in some of the countries where Duke Energy has interests or in which Duke Energy may explore development, acquisition or 
investment opportunities could present risks related to. among others, Duke Energy's ability to obtain financing on suitable terms, Duke Energy's customers' ability to 
honor their obligations with respect to projects and investments. delays in construction. limitations on Duke Energy's ability to enforce legal rights, and interruption of 
business, as well as risks of war, expropriation, nationalization, renegotiation. trade sanctions or nullification of existing contracts and changes in law, regulations, 
market rules or tax policy 

Duke Energy's investments and  projects located outside of the Uni ted States expose Duke Energy to r isks related to fluctuations in currency rates 
These risks, and  Duke Energy's activit ies to mitigate such risks, may adversely affect Duke Energy's cash flows and resul ts of  operations. 

Duke Energy's operations and investments outside the United Stales expose Duke Energy to risks related to fluctuations in currency rates. As each local 
currency's value changes relative to the U S dollar-Duke Energy's principal reporting currency-the value in U.S dollars of h i k e  Energy's assets and liabilities in 
such locality and the cash flows generated in such locality, expressed in U S dollars, also change Duke Energy's primary foreign currency rate exposure is to the 
Brazilian Real 

Duke Energy selectively mitigates some risks associated with foreign currency fluctuations by, among other things, indexing contracts to the IJ S. dollar and/or 
local inflation rates. hedging through debt denominated or issued in the foreign currency and hedging through foreign currency derivatives. These efforts, however, 
may not be effective and, in some cases, may expose Duke Energy to other risks that could negatively affect Duke Energy's cash flows and results of operations. 

Duke Energy i s  exposed to credit r i sk  o f  the customers and  counterparties wi th whom Duke Energy does business. 

Adverse economic conditions affecting. or financial difficulties of, customers and counterparties with whom Duke Energy does business could impair the ability of 
these customers and counterparties to pay for Duke Energy's services or fulfill their contractual obligalions. including loss recovery payments under insurance 
contracts, or cause them to delay such paymenls or obligations Duke Energy depends on these customers and counlerparlies Io remit paymenls on a timely basis. 
Any delay or default in payment could adversely affect Duke Energy's cash flows, financial position or results of operations 

Poor  investment performance of  pens ion  p lan  holdings a n d  other factors impact ing pens ion  p lan  costs cou ld  unfavorably impact Duke Energy's 
liquidity and resul ts of operations. 

Duke Energy's costs of providing non-contributory defined benefit pension plans are dependent upon a number of factors. such as the rates of return on plan 
assets, discount rates. the level of interest rates used to measure the required minimum funding levels of the plans, future government regulation and Duke Energy's 
required or voluntary contributions made to the plans While Duke Energy complied with the minimum funding requirements as of December 31, 2009. Duke Energy 
has certain qualified U S pension plans with obligations which exceeded the value of plan assels by approximately $471 million Without sustained growth in the 
pension investments over time to increase the value of Duke Energy's plan assets and depending upon the other factors impacting Duke Energy's costs as listed 
above, Duke Energy could be required to fund its plans with significant amounts of cash Such cash funding obligations could have a material impact on Duke 
Energy's financial position, results of operations or cash flows 

Duke Energy is  subject  to numerous environmental  laws and  regulations that require s igni f icant capi fa l  expenditures, can increase Duke Energy's 
cos t  o f  operations, and which may impact o r  l imi t  Duke Energy's business plans, o r  expose Duke Energy to environmental l iabil i t ies 

Duke Energy is subject to numerous environmental laws and regulations affecting many aspects of Duke Energy's present and future operations, including air 
emissions (such as reducing NOx. SO2 and mercury emissions in the U S , or potential future control of greenhouse-gas emissions), water quality. wastewater 
discharges, solid waste and hazardous waste These laws and regulations can result in increased capital. operating, and other costs These laws and regulations 
generally require Duke Energy to obtain and comply with a wide variety of environmental licenses, permits. inspections and other approvals Compliance with 
environmental laws and rcgulations can require significant expenditures, including expenditures for cleanup costs and damages arising out of contaminated properties, 
and failure lo comply with environmental regulations may result in the imposition of fines, penalties and injunctive measures affecting operating assets. The steps 
Duke Energy could he required to take lo ensure that its facilities are in compliance could be prohibitively expensive As a result, Duke Energy may be required to shul 
down or alter the operalion of its facilities, which may cause Duke Energy to incur losses Further, Duke Energy's regulatory rate structure and Duke Energy's 
contracts with customers may not necessarily allow Duke Energy to recover capital costs Duke Energy incurs to comply with new environmental regulations Also, 
Duke Energy may not be able to obtain or maintain from time to time al l  required environmental regulatory approvals for Duke Energy's operating assets or 
developmen1 projects I f  there is a delay in obtaining any required environmental regulatory approvals, if Duke Energy fails to obtain arid comply with them or if 
environmental laws or regulations change and become more stringent. then the operation of Duke Energy's facilities or the development of new facilities could be 
prevented. delayed or become subject to additional costs Although i t  is not expected that the costs of complying with current environmental regulations will have a 
niaterial adverse effect on Duke Energy's financial position. results of  operations or cash flows no assurance can be made that the costs of complying with 
environmental regulations in the future wlll not have such an effect 
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There is growing consensus that some form of regulation will be forthcoming at the federal level with respect to greenhouse gas emissions (including CO 2 )  and 
such regulation could result in the creation of substantial additional costs in the form of taxes or emission allowances. 

The EPA also has plans to propose new federal regulations governing the management of coal combustion by-products, including fly ash These regulations may 
require Duke Energy to make additional capital expenditures and increase Duke Energy's operating and maintenance costs. 

Additionally, potential other new environmental regulations, including the use of coal from mountain removal and water discharge, could require Duke Energy to 
make additional capital expenditures and increase costs of fuel 

In addition, Duke Energy is generally responsible for on-site liabilities, and in some cases off-site liabilities, associated with the environmental condition of Duke 
Energy's power generation facilities and natural gas assets which Duke Energy has acquired or developed, regardless of when the liabilities arose and whether they are 
known or unknown. In connection with some acquisitions and sales of assets, Duke Energy may obtain, or be required to provide, indemnification against some 
environmental liabilities. If Duke Energy incurs a material liability, or the other party to a transaction fails to meet its indemnification obligations to Duke Energy. Duke 
Energy could suffer material losses. 

Deregulation or  restructur ing in the electric industry may resul t  in increased competit ion and unrecovered costs that cou ld  adversely affect Duke 
Energy's f inancial  position, resul ts o f  operations o r  cash flows and  Duke Energy's uti l i t ies' businesses. 

Increased competition resulting from deregulation or restructuring efforts, including from the Energy Policy Act of 2005, could have a significant adverse financial 
impact on Duke Energy and Duke Energy's utility subsidiaries and consequently on Duke Energy's results of operations, financial position, or cash flows Increased 
competition could also result in increased pressure to lower costs, including the cost of electricity. Retail cornpetition and the unbundling of regulated energy and gas 
service could have a significant adverse financial impact on Duke Energy and Duke Energy's subsidiaries due to an impairment of assets. a loss of retail customers, 
lower profit margins or increased costs of capital Duke Energy cannot predict the extent and timing of entry by additional competitors into the electric markets Duke 
Energy cannot predict when Duke Energy will be subject to changes in legislation or regulation. nor can Duke Energy predict the impact of these changes on its 
financial position, results of operations or cash flows. 

Duke Energy is invo lved in numerous lega l  proceedings, the outcome o f  which are uncertain, and resolut ion adverse to Duke Energy cou ld  
negatively affect Duke Energy's financial position, resul ts of operations o r  cash flows. 

Duke Energy is subject to numerous legal proceedings, including claims for damages for bodily injuries alleged lo have arisen prior to 1985 from the exposure to 
or use of asbestos at electric generation plants of Duke Energy Carolinas Litigation is subject to many uncertainties and Duke Energy cannot predict the outcome of 
individual matters with assurance. It is reasonably possible that the final resolution of some of the matters in which Duke Energy is involved could require Duke 
Energy to make additional expenditures, in excess of established reserves, over an extended period of time and in a range of amounts that could have a material 
effect on Duke Energy's cash flows and results of operations. Similarly, it is reasonably possible that the terms of resolution could require Duke Energy to change 
Duke Energy's business practices and procedures, which could also have a material effect on Duke Energy's cash flows, financial position or results of operations 

Duke Energy's resul ts o f  operations may be  negatively affected by overal l  market, economic and other condi t ions that are beyond Duke Energy's 
control. 

Sustained downturns or sluggishness in the economy generally affect the markets in which Duke Energy operates and negatively influence Duke Energy's energy 
operations Declines in demand for energy as a result of economic downturns in Duke Energy's franchised electric service territories will reduce overall sales and 
lessen Duke Energy's cash flows, especially as Duke Energy's industrial customers reduce production and, therefore, consumption of electricity and gas Although 
Duke Energy's franchised electric and gas business is subject to regulated allowable rates of return and recovery of certain costs, such as fuel under periodic 
adjustment clauses, overall declines in electricity sold as a result of economic downturn or recession could reduce revenues atid cash flows, thus diminishing results of 
operations Additionally, prolonged economic downturns that negatively impact Duke Energy's results of operalions and cash flows could result in future material 
impairment charges being recorded to write-down the carrying value of certain assets, including goodwill, to their respective fair values 

Duke Energy also sells electricity into the spot market or other competitive power markets on a contractual basis With respect to such transactions. Duke Energy 
is not guaranteed any rate of return on Duke Energy's capital investments through mandated rates, and Duke Energy's revenues and results of operations are likely to 
depend, in large part, upon prevailing markel prices in Duke Energy's regional markets and other competitive markets These markel prices may fluctuate substantially 
over relatively short periods of time and could reduce Duke Energy's revenues and margins and thereby diminish Duke Energy's results of operations 

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

weather conditions. including abnormally mild winter or summer weather that cause lower energy usage for heating or cooling purposes, respectively. and 
periods of low rainfall that decrease Duke Energy's ability to operate its facilities in an economical manner: 

supply of and demand for energy commodities: 

illiquid markets including reductions in trading volumes which result in lower revenues and earnings: 

transmission or transportation constraints or inefficiencies which impact Duke Energy's noii-regulated energy operations; 

availability of competitively priced alternative energy sources, which are preferred by some customers over electricity produced from coal tiuclear or gas 
plants. and of energy-efficient equipment which reduces energy demand: 

inatural gas, crude oil and refined products production levels and prices; 

ability to procure satisfactory levels of inventory, such as coal and uranium; 

electric generation capacity surpluses which cause Duke Energy's non-regulaled energy plants to generate and sell less electricity at lower prices and may 
cause some plants to become non-economical to operate; and 

capacity and transmission service into, or out of. Duke Energy's markets 

* 

. 
* 

* 

. 

. 
These factors have led to industry-wide downturns that have resulted in the slowing down or stopping of constructioii of new power plants and announcements by 

Duke Energy and other energy suppliers and gas pipeline companies of plans to sell non-stralegic assets. subject lo regulatory constraints. in order to boost liquidity or 
strengthen balance sheets Proposed sales by other energy suppliers could increase tlie supply of the types of assets that Duke Energy is attempting lo sell In 
addition. recent FERC actions addressing power market concerns could negatively impact tlie marketability of Duke Energy's electric generalion assets 
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Duke Energy's operating results may fluctuate on  a seasonal and  quarterly basis 

Electric power generation is generally a seasonal business. In most parts of the United States and other markets in which Duke Energy operates, demand for 
power peaks during the warmer summer months, with market prices typically peaking at that time In other areas, demand for power peaks during the winter Further, 
extreme weather conditions such as heat waves or winter storms could cause these seasonal fluctuations to be more pronounced. As a result, in the future, the overall 
operating results of Duke Energy's businesses may fluctuate substantially on a seasonal and quarterly basis and lhus make period comparison less relevant 

Duke Energy's business is subject  l o  extensive federal regulation that w i l l  affect Duke Energy's operations and  costs. 

Duke Energy is subject to regulation by FERC. the NRC and various other federal agencies. Regulation affects almost every aspect of Duke Energy's 
businesses, including, among other things, Duke Energy's ability to: take fundamental business management actions; determine the terms and rates of Duke Energy's 
transmission and distribution bLJSineSSeS' services; make acquisitions; issue equity or debt securities; engage in transactions between Duke Energy's utilities and other 
subsidiaries and affiliates; and the ability of the operating subsidiaries to pay dividends to Duke Energy Changes to these regulations are ongoing, and Duke Energy 
cannot predict the future coiirse of changes in this regulatory environment or the ultimate effect that this changing regulatory environment will have on Duke Energy's 
business However, changes in regulation (including re-regulating previously deregulated markets) can cause delays in or affect business planning and transactions and 
can substantially increase Duke Energy's costs. 

New laws o r  regulations cou ld  have a negative impact o n  Duke Energy's f inancial  position, cash flows o r  resul ts o f  operations. 

Changes in laws and regulations affecting Duke Energy, including new accounting standards could change the way Duke Energy is required to record revenues, 
expenses, assets and liabilities These types of regulations could have a negative impact on Duke Energy's financial position. cash flows or results of operations or 
access to capital. 

Potent ia l  terrorist activit ies o r  mi l i tary o r  other actions cou ld  adversely affect Duke Energy's business. 

The continued threat of terrorism and the impact of retaliatory military and other action by the lJnited States and its allies may lead to increased political, 
economic and financial market instability and volatility in prices for natural gas and oil which may materially adversely affect Duke Energy in ways Duke Energy 
cannot predict at this time In addition, future acts of terrorism and any possible reprisals as a consequence of action by the United Stales and ils allies could be 
directed against companies operating in the United States or their international affiliates Infrastructure and generation facilities such as Duke Energy's nuclear plants 
could be polenlial targets of terrorist activities. The potential for terrorism has subjecled Duke Energy's operations to increased risks and could have a material 
adverse effect on Duke Energy's business In particular, Duke Energy may experience increased capital and operating costs to implement increased security for its 
plants, including its nuclear power plants under the NRC's design basis threat requirements, such as additional physical plant security, additional security personnel 01 

additional capability following a terrorist incident 

The insurance industry has also been disrupted by these potential events. As a result. the availability of insurance covering risks Duke Energy and Duke 
Energy's competitors typically insure against may decrease In addition, the insurance Duke Energy is able to obtain may have higher deductibles. higher premiums, 
lower coverage limits and more restrictive policy terms 

Additional risks and uncertainties not currently known to Duke Energy or that Duke Energy currently deems to be immaterial also may materially adversely affect 
Duke Energy's financial condition. results of operations or cash flows. 

Item 1 B. Unresolved Staff Comments. 

None 
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Item 2. Properties. 

1J.S. FRANCHISED ELECTRIC AND GAS 

As of December 31, 2009, U S. Franchised Electric and Gas operated three nuclear generating stations with a combined owned capacity of 5,173 MW (including an 
approximate 19% ownership in the Catawba Nuclear Station). fifteen coal-fired stations with an overall combined owned capacity of 13,189 MW. (including a 69% 
ownership in the East Bend Steam Station and an approximate 50% ownership in Unit 5 of the Gibson Steam Station). thirty-one hydroelectric stations (including two 
pumped-storage facilities) with a combined owned capacity of 3,263 MW, fifteen CT stations with an overall combined owned capacity of 5,047 MW and one CC station 
with an owned capacity of 285 MW The stations are located in North Carolina, South Carolina, Indiana. Ohio and Kentucky The MW displayed in the table below are 
based on summer capacity 

Total MW Owned MW 
Capacity Capacity Fue l  Locat ion (percentage) 

Name 

Ownership 
Interest 

Carolinas 
Oconee 
Catawbda) 
Belews Creek 
McGuire 
Marshall 
Bad Creek 
Lincoln CT 
Allen 
Rockingham CT 
Cliffside 
Jocassee 
Mill Creek CT 
Riverbend 
Lee 
Buck 
Cowans Ford 
Dan River 
Buzzard Roost CT 
Keowee 
Lee CT 
Riverbend CT 
Buck CT 
Dan River CT 
Other small hydro (26 plants) 
Midwest 
Gibson(b) 
Cayuga@) 
East Bend(d) 
Madison CT 
Gallagher 
Woodsdale CT 
Wheatland CT 
Wabash River(@) 
Noblesville CC 
Miami Fort (Unit 6 )  
Edwardsport 
Henry County CT 
Cayuga CT 
Miami Wabash CT 
Connersville CT 
Markland 
Total 

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

825 
760 
730 
595 
454 
370 
369 
325 
276 
196 
152 
82 
64 
62 
48 

651 

3,132 
1,005 

600 
576 
560 
462 
460 
41 1 
285 
163 
160 
129 
99 
96 
86 
45 

29.276 

2.538 
435 

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

825 
760 
730 
595 
4 54 
370 
369 
325 
276 
196 
152 
82 
64 
62 
48 

651 

2,822 
1,005 

414 
576 
560 
462 
460 
411 
285 
163 
160 
129 
99 
96 
86 
45 

26,957 - 

Nuclear 
Nuclear 

Coal 
Nuclear 

Coal 
Hydro 

Natural gas/Fuel oil 
Coal 

NattJral gas/Fuel oil 
Coal 

Hydro 
Natural gas/Fuel oil 

Coal 
Coal 
Coal 

Hydro 
Coal 

Natural gaslfuel oil 
Hydro 

Natural gaslFuel oil 
Natural gaslfuel oil 
Natural gas/Fuel oil 
Natural gas/Fuel oil 

Hydro 

Coal 
CoaVFuel oil 

Coal 
Natural gas 

Coal 
Natural gasiPropane 

Natural gas 
CoallFuel oil 
Natural gas 

Coal 
CoaVFuel oil 
Natural gas 

Natural gadfue l  oil 
Fuel oil 
Fuel oil 
Hydro 

sc 
sc 
NC 
N C  
N C  
SC 
NC 
N C  
N C  
N C  
sc 
sc 
N C  
sc 
N C  
N C  
N C  
sc 
sc 
sc 
NC 
N C  
N C  

NClSC 

IN  
I N  
KY 
OH 
IN  
OH 
I N  
IN  
IN  
OH 
IN  
IN  
IN  
IN  
IN  
IN  

100% 
19.25 

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

90 
100 
69 

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

This generation facility is jointly owned by Duke Energy Carolinas, along with North Carolina Municipal Power Agency Number 1, Norlh Carolina Electric 
Membership Corporation and Piedmont Municipal Power Agency 
Duke Energy Indiana owns and operates Gibson Station Units 1-4 and owns 50 05% of Unit 5, but is the operator h i t  5 is jointly owned by Duke Energy Indiana. 
Wabash Valley Power Association, Inc and Indiana Municipal Power Agency. 
Includes Cayuga Internal Combustion (IC) 
This generation facility is jointly owned by Duke Energy Kentucky and a subsidiary of Dayton Power and Light. Inc 
Includes Wabash River IC 
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In addition, as of December 31, 2009, U S Franchised Electric and Gas owned approximately 20,900 conductor miles of electric transmission lines, including 600 
miles of 525 kilovolts (KV), 1,800 miles of 345 KV, 3,300 miles of 230 KV. 8,800 miles of 100 to 161 KV, and 6,400 miles of 13 to 69 KV U S  Franchised Electric and 
Gas also owned approximately 151,600 conductor miles of electric distribution lines, including 103,200 miles of overhead lines and 48,400 miles of underground lines. 
as of December 31, 2009 and approximately 7,200 miles of gas mains and approximately 6,000 miles of service lines. As of December 31, 2009, the electric 
transmission and distribution systems had approximately 2,300 substations. U.S Franchised Electric and Gas also owns two underground caverns with a total storage 
capacity of approximately 16 million gallons of liquid propane. In addition, U S. Franchised Electric and Gas has access to 5.5 million gallons of liquid propane storage 
and product loan through a commercial services agreement with a third party This liquid propane is used in the three propanelair peak shaving plants located in Ohio 
and Kentucky. Propanelair peak shaving plants vaporize the propane and mix with natural gas to supplement the natural gas supply during peak demand periods and 
emergencies. 

Substantially all of US. Franchised Electric and Gas' electric plant in service is mortgaged under the indenture relating to Duke Energy Carolinas', Duke Energy 
Ohio's and Duke Energy Indiana's various series of First Mortgage Bonds. 

For a map showing U S. Franchised Electric and Gas' properties, see "Business-U S Franchised Electric and Gas" earlier in this section 

COMMERCIAL POWER 

The following table provides information about Commercial Power's generation portfolio as of December 31, 2009 The MW displayed In the table below are based 
on summer capacity 

Approximate 
Ownership 

Total MW Owned MW Interest 
Capacity Capacity Plant Type Primary Fuel  Locat ion (percentage) 

Name 

Lee 640 640 
Hanging Rock 1,240 1,240 Combined Cvcle Natural oas OH 100% 

Vermiiiion(a) 
Fayette 
Washington 
Dlck's Creek 
Beckjord CT 
Miami Fort CT 
Miami Fort (Units 7 and 8)(b' 
W C. BeckjordIb) 
W.M. Z im~ner (~)  
J.M. Stuart(b)(c) 
Killen(b)(c) 
~onesvilie(b)(c) 
Total Fossil 8 CT 
Happy Jack 
Ocotillo 
Notrees 
North Allegheny 
Campbell Hill 
Silver Sage 
Total Renewable Energy 
Total 

640 
620 
620 
152 
212 

60 
1,000 
1,124 
1,300 
2,340 

600 
780 

1 1,328 
29 
59 

153 
70 
99 
42 

452 
11,780 

- 

- - 

480 
620 
620 
152 
212 
60 

640 
862 
605 
912 
198 
312 

7,553 
29 
59 

153 
70 
99 
42 

452 
8,005 

-- 

- 

- 

Simple Cycle 
Simple Cycle 

Combined Cycle 
Combined Cycle 

Simple Cycle 
Simple Cycle 
Simple Cycle 

Steam 
Steam 
Steam 
Stearn 
Steam 
Steam 

Natural gas 
Natural gas 
Natural gas 
Natural gas 
Natural gas 

Fuel oil 
Fuel oil 

Coal 
Coal 
Coal 
Coal 
Coal 
Coal 

Wind 
Wind 
Wind 
Wind 
Wind 
Wind 

IL 100 
IN  75 

OH 100 
OH 100 
OH 100 
OH 100 
OH 64 
OH 76 7 
OH 46.5 
OH 39 
OH 33 
OH 40 

PA 1 oa 

WY 100 
lx 100 
Tx 100 
PA 100 
WY 100 
WY 100 

(a) 
(b) 
(c) 

This generation facility is jointly owned by Duke Energy Ohio and Wabash Valley Power Association, Inc 
These generation facilities are jointly owned by Duke Energy Ohio and subsidiaries of American Electric Power, Inc and/or Dayton Power and Light. Inc 
Station is not operated by Duke Energy Ohio 

In addition to the above facilities, Commercial Power owns an equity interest in the 585 MW capacity Sweetwater wind projects located in Texas Commercial 
Power's share in these projects is 283 MW. 

For a map showing Commercial Power's properties, see "Business-Commercial Power" earlier in this section 
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INTERNATIONAL ENERGY 

The following table provides information about International Energy's generation portfolio in continuing operations as of December 31, 2009 

Approximate 
Total Owned Ownership 
MW MW Interest 

Capacity Capacity Fuel Locat ion (percentage) 
Name 
Paranapanema@) 2.307 2,114 Hydro Brazil 95% 
Cerros Colorados 576 523 Hydro/Natural Gas Argentina 91 
Egenor 501 501 HydrolDiesel Peru 100 
DEI Guatemala 283 283 Fuel OillDiesel Guatemala 100 
DEI E l  Salvador 328 296 Fuel OiIlDiesel El Salvador 90 
Electroquil 192 159 Diesel Ecuador 83 

1 77 Natural Gas Peru 100 Aguaytia __ -- 177 
4,364 4,053 - Total 

(a) Includes Canoas I and II. which is jointly owned by Duke Energy and Companhia Brasileira de Aluminio 

International Energy also owns a 25% equity interesl in NMC. In 2009, NMC produced approximately 1 million metric tons of methanol and 1 million metric tons of 
MTBE. Approximately 40% of methanol is normally used in the MTBE production. Additionally, International Energy owns a 25% equity interest in Attiki. which is a 
natural gas distributor within the geographical area of Athens, Greece. In December 2009, International Energy decided to abandon its investment in Attiki See Note 12 
to the Consolidated Financial Statements, "Investments in Unconsolidated Affiliates and Related Party Transactions," for additional information. 

For additional information and a map showing International Energy's properties, see "Business-International Energy" earlier in this section 

OTHER 

Duke Energy owns approximately 5 7 million square feet of corporate. regional and district office space spread throughout its service territories in the Carolinas 
and the Midwest Additionally, Duke Energy leases approximately 1.5 million square feet of office space throughout the Carolinas, Midwest and in Houston, Texas In 
February 2009, Duke Energy entered into a lease for approximately 500,000 square feet of office space in Charlotte, North Carolina that will become its new corporate 
headauarters 

Item 3. Legal Proceedings. 

Matters" and Note 16 lo the Consolidated Financial Statements, "Commitments and Contingencies-Litigation" and "Commitments and Contingencies-Environmental " 

For information regarding legal proceedings, including regulatory and environmenlal matters, see Note 4 to the Consolidated Financial Slatements, 'Regulatory 

Brazilian Regulafory Cifafions On September 5, 2007, the State Environmental Agency of Parana assessed fines against Internalional Energy of approximately 
S 10 million for failure i o  comply with reforestation measures allegedly required by state regulations in Brazil. international Energy believes that federal law is controlling 
and has challenged the assessment. In addition, International Energy was assessed a fine by the federal environmental agency, IBAMA. in the amount of 
approximately $1 50 thousand for improper maintenance of existing reforested areas. International Energy believes that il has properly maintained all reforested areas 
and is also contesting this assessment These assessed fines were judged to be valid in the administrative court between June and September 2009 International 
Energy has challenged these administrative court rulings by filing three judicial actions for annulment between July and October 2009 

Item 4. Submission of Matters to a Vote of Security Holders. 

No matters were submitted to a vote of Duke Energy's security holders during the fourth quarter of 2009 
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Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities. 

Duke Energy's common stock is listed for trading on the New York Stock Exchange (NYSE) (ticker symbol DUK) As of February 22, 2010, there were 
approximately 160,575 common stockholders of record 

Common Stock Data by Quarter 

2009 2008 

Stock Price Stock Price 
Range@) Range(a) 

Div idends Dividends 
Per Share H igh  Low PerShare H igh  Low 

First Quarter 
Second Quarter(b) 
Third Quarter 
Fourth QuarterIb) 

$0.23 $ 1 5 9 6  $ 1 1 7 2  $ 0 2 2  $ 2 0 6 0  $ 1 7 0 0  
0 4 7  1483 1331  0 45 1920 1 7 0 2  

1910 1677 
1799 1 3 5 0  0 24 1794 1533  0 23 

- 1602 14 10 - 

(a) 
(b) 

Stock prices represent the intra-day high and low stock price 
Dividends paid in September 2009 and December 2009 increased from $0 23 per share to $0.24 per share and dividends paid in September 2008 and December 
2008 increased from $0 22 per share to $0 23 per share. 

Duke Energy expects to continue its policy of paying regular cash dividends; however, there is no assurance as to the amount of future dividends because they 
depend on future earnings, capital requirements, and financial condition, and are subject to declaration by the Board of Directors 

Duke Energy's operating subsidiaries have certain restrictions on their ability to transfer funds in the form of dividends or loans to Duke Energy See "Liquidity 
and Capital Resources" within "Management's Discussion and Analysis of Financial Condition and Results of Operations" for further information regarding these 
restrictions and their impacts on Duke Energy's liquidity 

Issuer Purchases of Equity Securities for Fourth Quarter of 2009 

There were no repurchases of equity securities during the fourth quarter of 2009 

Stock Performance Graph 

common stock, as compared with the Standard B Poor's ( S B P )  500 Stock Index and the Philadelphia Ufility Index for the five-year period 2005 through 2009 
The performance graph below illustrates a five year comparison of cumulative total returns based on an initial investment of $100 in Duke Energy Corporation 

This performance chart assumes $100 invested on December 31, 2004 in Duke Energy common stock. in the S B P  500 Stock Index and in the Philadelphia Utility 
lndex and that all dividends are reinvested 
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Comparison of Cuinulative Five Year Total Return 

1 

I +- 
. .. ... . . .. . 

NYSE CEO Certification 

Duke Energy has filed the certification of its Chief Executive Officer and Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 as 
exhibits to this Annual Report on Form 10-K for the year ended December 31, 2009. In May 2009, Duke Energy's Chief Executive Officer, as required by 
Section 303A 12(a) of the NYSE Listed Company Manual. cerlified lo the NYSE that he was not aware of any violation by Duke Energy of the NYSE's corporate 
governance lisling slandards 
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Item 6. Selected Financial Data.@)lb) 

2009 2008 2007 2006 2005 

(in millions, except per-share amounts) 

Statement of Operations 
Total operating revenues $ 12,731 $ 13,207 $ 12,720 $ 10,607 $ 6,906 
Total operating expenses 10,518 10,765 10,222 9,210 5.586 

__ - 20 I )91 

Operating income 2,249 2,511 2.493 1,821 1.456 
Total other income and expenses 333 121 428 354 217 
Interest expense 751 74 1 685 632 381 

Gains on sales of investments in commercial and multi-family real estate 
- Gains (losses) on sales of other assets and other, net 

- 
.2.--...--69->-,2L.A 

Income from continuing operations before income taxes 1.831 1,891 2,236 1,543 1,292 
Income tax expense from continuing operations 758 616 712 450 375 

Income (loss) from discontinued operations, net of lax 12 16 (22) 783 935 

(4) Cumulative effect of change in accounting principle, net of tax and noncontrolling interest - __ I __ 
Extraordinary items, net of tax 

Dividends and premiums on redemption of preferred and preference stock __ __ - 

Income from continuing operations 1,073 1,275 1,524 1,093 917 

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

- _. - 67 
~~ 

- _____. 
Net income 1.085 1,358 1.502 1,876 1,848 

_. 12 
Net income (loss) attributable to noncontroliing interests 10 (4) 2 13 24 

Net income attributable to Duke Energy Corporation $ 1,075 $ 1,362 $ 1,500 $ 1,863 $ 1.812 

Ratio of Earnings t o  Fixed Charges 
Common Stock Data 
Shares of common stock outstanding(c) 

Year-end 
Weighted average-basic 
Weighted average-diluted 

Income from continuing operations attributable to Duke Energy Corporation common 
shareholders 

Basic 
Diluted 

shareholders 
Basic 
Diluted 

Income (loss) from discontinued operations attributable to Duke Energy Corporation common 

Earnings per share (before cumulative effect of change in accounting principle and 
extraordinary items) 

Basic 
Diluted 

Basic 
Diluted 

Basic 
Diluted 

Earnings per share (from extraordinary items) 

Net income attributable to Duke Energy Corporation common shareholders 

7 1  

3 0  

1,309 
1,293 
1,294 

$ 0.82 
0 82 

$ 0 0 1  
0 01 

$ 0 8 3  
0 83 

$ -  
- 

$ 0 83 
0 83 

3 4  

1.272 
1,265 
1,267 

$ 1 0 1  
1 0 1  

$ 0 02 
0 01 

$ 1 0 3  
1 0 2  

$ 0 0 5  
0 05 

$ 1 0 8  
107  

3 7  

1,262 
1,260 
1,265 

$ 1 2 1  
1 2 0  

$ (0 02) 
(0 02) 

$ 1 1 9  
1 18 

$ -  
__ 

$ 1 19 
1 1 8  

2 6  

1,257 
1,170 
1,188 

$ 0 9 2  
0 91 

$ 0 6 7  
0 66 

$ 1 5 9  
1 5 7  

$ -  
__ 

$ 1.59 
1 5 7  

2 4  

928 
934 
970 

$ 0 9 4  
0 92 

$ 1 0 0  
0 96 

$ 1 9 4  
1 8 8  

$ -  
__ 

$ 1 9 4  
1 8 8  



- Table of Contents 

PART I I  

2009 2008 2007 2006 2005 

(in millions, except per-share amounts) 

Dividends per share(d) 0 94 0.90 0.86 1.26 1 1 7  
Balance Sheet 
Total assets $57,040 $53,077 $49,686 $68,700 $54,723 
Long-term debt including capital leases, less current maturities $ 16,113 $ 13,250 $ 9,498 $ 18.118 $ 14,547 

Significant transactions reflected in the results above include: 2009 impairment of goodwill and other assets (see Note 1 1  to the Consolidated Financial 
Statements, "Goodwill and Intangible Assets"). 2007 spin-off of the natural gas businesses (see Note 1 to the Consolidated Financial Statements, "Summary of 
Significant Accounting Policies"), 2006 merger with Cinergy, 2006 Crescent joint venture transaction and subsequent deconsolidation effective September 7, 2006, 
2005 DENA disposition, 2005 deconsolidation of DCP Midstream effective July 1. 2005, and 2005 Duke Energy Field Services, LLC (DEFS) sale of Texas 
Eastern Products Pipeline Company, LLC (TEPPCO). 
Periods prior to 2009 have been recast lo reflect the adoption of the noncontrolling interest presentation provisions of Accounting Standards Codification 810 - 
Consolidation, which was adopted by Duke Energy effective January 1, 2009 
2006 increase primarily attributable to issuance of approximately 313 million shares in connection with Duke Energy's merger with Cinergy 
2007 decrease due to the spin-off of the natural gas businesses to shareholders on January 2, 2007 as dividends subsequent to the spin-off were split 
proportionately between Duke Energy and Spectra Energy such that the sum of the dividends of the two stand-alone companies approximated the former total 
dividend of Duke Energy prior to the spin-off 
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations. 

INTRODUCTION 

Management's Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements and Notes for the years ended December 31, 
2009,2008 and 2007 

EXEClJTlVE OVERVIEW 

2009 Financial Results. For the year-ended December 31, 2009, Duke Energy Corporation (Duke Energy) reported net income attributable to Duke Energy of 
$1,075 million and basic and diluted earnings per share (EPS) of $0 83, as compared to net income attributable to Duke Energy of $1,362 million and basic and diluted 
EPS of $1 08 and $1 07, respectively. for the year-ended December 31, 2008 Income from continuing operations was $1,073 million for 2009 as compared to $1,275 
million for 2008 Total reportable segment EBIT (defined below in "Segment Results" section of Management's Discussion and Analysis of Financial Condition and 
Results of Operations) decreased to $2.713 million in 2009 from $3,073 million in 2008. 

See "Results of Operations" below for a detailed discussion of the consolidated results of operations, as well as a detailed discussion of EBIT results for each of 
Duke Energy's reporiable business segments. as well as Other 

2009 Areas of Focus and Accomplishments In 2009, management was focused on managing through the economic recession, investing in modernization of 
Duke Energy's regulated infrastructure and dealing with increased competition in Ohio 

Managing Through fhe Economic Recession and Changing Compefifive landscapes In U S Franchised Electric and Gas, Duke Energy's largest business 
segment, weather-normalized electric volumes were down approximately 4% when compared to 2008 This was driven primarily by a decrease in indLJStriai sales 
volumes, which were down approximately 14% compared to 2008 Although industrial sales volumes were down year over year, industrial volumes began to show signs 
of stabilization late in 2009. On a weather-normalized basis, residential sales volumes were slightly positive, while commercial sales volumes were slightly negative. 
Looking foiward to 2010, management expects the load forecast to be relatively flat compared to 2009. 

In 2009, Commercial Power's operations were impacted by the competitive markets in Ohio, which were triggered by low commodity prices that put downward 
pressure on power prices. The available capacity and lower prices provided opportunities for native load customers in Ohio to switch generation suppliers Competitive 
power suppliers began supplying power to current Commercial Power native load customers in Ohio and Commercial Power experienced an increase in customer 
switching beginning in the second quarter of 2009. As of December 31, 2009, customer switching levels approximated 40% of Commercial Power's native load 
However, through Duke Energy Retail Sales (DERS). Commercial Power acquired approximately 60% of the switched load by offering customers a discount to the 
Electric Security Plan (ESP) price. When factoring in the DERS activity, Commercial Power experienced net customer switching of aboul 15%. although those native 
load customers acquired by DERS were at lower margins than customers served under the ESP Additionally, DERS has been able to acquire new customers outside 
Commercial Power's native load territory As a result of lower forecasted energy prices, lower demand for electricity due lo the economy and competilive pressures in 
Ohio, and other valuation factors, a non-cash goodwill impairment charge of approximately $371 million was recorded by Commercial Power in the third quarter of 2009. 

In light of tlie above economic factors that impacted Duke Energy's business in 2009, management was focused on offsetting those economic pressures by 
successfully managing costs and achieving excellent operational performance Duke Energy achieved significant operations and maintenance cos1 mitigalion goals 
across its business segments and also reduced planned capital expenditures by approximately $200 million, which highlights Duke Energy's ability to take advantage of 
the flexibility within its capital spending plan Additionally. Duke Energy's generation fleet operated at some of the highest levels in Duke Energy's history These 
combined efforts allowed Duke Energy to largely mitigate the negative impact of the economy on its results of operations in 2009 

Key Regulafory Accomplishments During 2009. Duke Energy complefed the followmg regulatory inifialives 

* Obtained favorable rate case outcomes in North Carolina, Soulh Carolina, Ohio and Kentucky which will increase revenues by nearly $460 million upon full 
implementation 

Updated/enabled construction work-in-progress (CWIP) recovery for Duke Energy Carolinas' Cliffside Unit 6 and the Integrated Gasification Combined Cycle 
(IGCC) plant at Duke Energy Indiana's Edwardsport Generating Station 

Received approval for cost recovery mechanisms for save-a-watt programs in North Carolina, South Carolina and Ohio Approval in Indiana is anticipated in 
February 2010 

* 

* 

* Began deployment of SmartGrid in Ohio. along with the initiation of a rate rider cost recovery mechanism, which is awaiting approval and a ruling is expected iii 
the first quarter of 2010 Additionally. Duke Energy was awarded a stimulus grant for approximately $200 million to be used for reimbursement of costs retaled 
to SmarlGrid 

Received approvals of wind, solar and other renewable energy projects. which will enable innovative renewable energy initiatives and help Duke Energy meet 
specific renewable energy standards over time 

Overall, the regulalory and legislative accomplishments during 2009 have positioned Duke Energy well for 20 10 and beyond 

Capital Expenditures and Nee1 arid GrJd ModernJZatlOfJ Duke Energy's strategy for meeting customer demand. while building a sustainable business that allows its 
customers and its shareholders to prosper in a carbon-constrained environment, includes significant commilments to renewable energy, customer energy efficiency, 
advanced nuclear power, advanced clean-coal and Iiigh-efficiency natural gas electric generating plants, and retirement of older less efficient coal-fired power planls 
Due to the likelihood of upcoming environmental regulations, including carbon legislation, air pollulant regulation by the U S Environmental Protection Agency (EPA) and 
coal regulation Duke Energy has been focused on modernizing its fieel in preparation for a low carbon future During 2009, Duke Energy has continued the 
constri;ction of Cliffside Unit 6 in North Carolina and the Edwardsport IGCC plant in Indiana and these construction projecls are approximately 65% complete and 50°/, 
complete. respectively, at December 31. 2009 Both are scheduled to be placed in service during 2012 Once in service, Duke Energy will begin retiring older, less 
efficient coal and gas-fired units Additionally Duke Energy Carolinas has begun construction on a 620 megawatt (MW) combined cycle natural gas-fired generating 
facility at each of its existing Buck and Dan River Steam Stations These facilities are scheduled to be placed in service in 201 1 and 2012, respeclively. In conjunction 
with these and other capital projects. management is continuing its focus on reducing regulatory lag, which refers to the period of time between making an investmenl 
and earning a return and recovering that investment In 2007. the Indiana Utility Regulatory Commission (IURC) approved tlie timely recovery of inilial construction 
cost estimates associated with the Edwardsport IGCC plant The 2009 rate case settlements in North Carolina and South Carolina included stipulations allowing for lhe 
recovery in base rates of financing costs related to Cliffside Unit 6 although the recovery is delayed in North Carolina for a one year period 
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Duke Energy Carolinas is also continuing to seek all necessary regulatory approvals for the proposed William States Lee 111 Nuclear Station. including Ihe 
December 2007 filings of a Combined Construction and Operating License (COL) application wilh lhe NIJClear Regulatory Commission (NRC) and requests lo incur up 
to $230 million in development costs through 2009, which were approved in 2008 Although these actions are necessary steps as management continues to pursue the 
option of building a new nuclear plant, submitting these applications does not commit Duke Energy Carolinas to build a nuclear unit. 

In 2009, Duke Energy made significant strides in adding to its existing renewable energy portfolio. One way Duke Energy is reducing its environmental footprint 
while meeting demand for reliable, clean energy is by investing in zero carbon wind power During 2009, Commercial Power, through Duke Energy Generation Services 
(DEGS), brought approximately 364 MW of wind generation online through a combination of completed construction and acquisition At December 31, 2009, DEGS had 
approximately 735 MW of wind generation in commercial operalion The wind assets in service have long-lerm power purchase agreements to sell the output to an end 
customer. Additionally, DEGS became an owner in a biomass development joint venture and, in early 2010, announced it would acquire a 16 MW solar development 
project in San Antonio, Texas 

Management is also making progress on increasing the role energy efficiency will have in meeling customers' growing energy needs. Energy efficiency is 
considered a "fifth fuel" in the portfolio available to meet cuslomers' growing needs for eleclricity, along with coal, nuclear, natural gas and renewable energy During 
2009, Duke Energy's save-a-watt models were approved in North Carolina, South Carolina and Ohio and Duke Energy is awaiting a decision on the proposed save-a- 
watt model in Indiana, which is expecled in the first quarter of 2010 The save-a-watt proposal in Kentucky was withdrawn and will be addressed in Duke Energy 
Kentucky's next general rate case. 

Duke Energy Objectives - 2010 and beyond. Duke Energy will continue to focus on operational excellence, shaping federal and state legislative and regulatory 
policy, continued modernization of infrastructure and investing in renewable energy, including energy efficiency The majority of fulure earnings are anticipated to be 
conlributed from U S  Franchised Electric and Gas, which consists of Duke Energy's regulated businesses that currently own a capacity of approximately 27,000 MW 
of generation. The regulated generation portfolio consists of a mix of coal, nuclear, natural gas and hydroelectric generation, with the substantial majority of all of the 
sales of electricity coming from coal and nuclear generation facilities The favorable rate case outcomes reached in the various jurisdictions in 2009, as discussed 
above, will increase U.S. Franchised Electric and Gas' revenues by approximately 5460 million upon full implementation 

As a result of the downturn in the economy, Duke Energy experienced reductions in sales volumes in 2009, most notably within the industrial cuslomer class 
Management anticipates that recessionary pressures will continue in 2010, resulting in essentially flat kilowatt-hour sales in both the Carolinas and the Midwest service 
territories. In order to address these pressures, management is focused on containing costs in 2010 and currently expects non-recoverable (i e., not directly recovered 
via a rider or other mechanism) operations and maintenance expense to be flat compared to 2009, due largely to sustainable reductions achieved during 2009, as well 
as certain 2010 initiatives such as a voluntary severance program and office consolidation In addition. management will continue efforts to achieve constructive 
regulatory outcomes to reduce regulatory lag, including continually reviewing the need for general rate case filings in certain jurisdictions in 2010 and beyond. 

Additionally, due to the competitive markets in Ohio, customer switching will continue lo impact lhe results of the Commercial Power business, as management 
currently estimates that an incremental 5% of currenl customer load will switch to alternative suppliers in 2010 Management is focused on mitigaling lost volume and 
margin erosion in 2010 through DERS efforts to acquire native load customers. as well as acquiring customers outside of Commercial Power's Ohio native load territory 
that are currently supplied by other electric generators 

During the three-year period from 2010 through 2012, Duke Energy anticipales total capilal expenditures of approximately $14 billion lo $15 billion. Of lhis amount, 
approximately $5 7 billion is expected to be spent on conimilted projects. inchiding base load power planls to meet long-term growth in customer demand and to 
modernize the generation fleet, ongoing environmental projects, and nuclear fuel Approximately $6 8 billion of capital expenditures are expected to be used primarily 
for overall system mainlenance. customer connections. and corporate expenditures Although these expenditures are ultimately necessary to ensure overall system 
maintenance and reliability, the timing of the expenditures may be influenced by broad economic conditions and customer growth. The remaining estimated capital 
expenditures of approximately $1 2 billion to $2 7 billion are of a discretionary nature and relate to growlh opportunities in which Duke Energy may invest, provided 
there are opportunities to meet return expectations along with assurance of constructive regulatory treatment in the reglllaled businesses Discretionary capital 
primarily includes Commercial Power renewable and transmission projects. projects at International Energy and renewable projects at U S Franchised Electric and Gas 
Capital expenditures are currently estimaled to be approximately $5 2 billion in 2010 These expenditures are principally related to expansion plans, maintenance costs, 
environmental spending related to Clean Air Act (CAA) requirements and nuclear fuel Duke Energy is committed lo adding base load capacity at a reasonable price 
while modernizing the current generation facilities by replacing older, less efficient plants with cleaner, more efficient plants Significant expansion projects include the 
Edwardsport IGCC plant. an 825 MW coal unit at Duke Energy Carolinas' existing Cliffside facility and new gas-fired generation units at Duke Energy Carolinas' 
existing Dan River and Buck Steam Stations, as well as other additions due to system growth Additionally, Duke Energy is evaluating the potential construction of the 
William States Lee 111 nuclear power plant in Cherokee County. South Carolina 

Duke Energy anticipates capital expenditures at Commercial Power will primarily relate to growth opportunities, such as renewable energy generalion projects and 
environmental control equipment, as well as mainlenance on existing plants Capital expenditures at International Energy, which will be funded with cash held or raised 
by International Energy, will primarily be for strategic growth opportunities. as well as maintenance on existing plants 

With the exception of equity issuances to fund the dividend reinvestment plan and other internal plans, Duke Energy does not currently anticipate the issuance of 
any other common equity in the foreseeable future Duke Energy expects to have access to liquidity in the capital markets at reasonable rates and terms in 2010 
Additionally, Duke Energy has access to unsecured revolving credit facilities. which are not restricted upon general markel conditions. with aggregate bank 
commitments of approximately 53 14 billion At December 31. 2009 Duke Energy has available borrowing capacity of approximately S1 9 billion under this facility For 
further information related to management s assessment of liquidity and capital resources, including known trends and uncertainties. see "Liquidity and Capilal 
Resources" below. 

As the majority of Duke Energy's anticipated future capital expenditures are related lo 11s regulated operalions, a risk to Duke Energy is the ability l o  recover 
costs related to such expansion in a timely manner Energy legislation passed in North Carolina and South Carolina in 2007 provides, amony other things, mechanisms 
for Duke Energy to recover financing costs lor new nuclear or coal base load generation during the construction phase In Indiana. Duke Energy has received approval 
lo recover ils development costs for the new IGCC plan1 at the Edwardsport Generating Slalion Duke Energy has received approval for nearly S260 million of future 
federal tax credits related to costs to be incurred for the modernization of Cliffside Unit 6 as well as the IGCC plant in Indiana In addition, Duke Energy has received 
general assurances from the North Carolina Utilities Commission (NCUC) lhat the North Carolina allocable portion of development costs associated with the William 
Slates Lee 1 1 1  nuclear station will be recoverable through a future rate case proceeding as long as the costs are deemed prudent and reasonable Duke Energy does not 
anticipate beginning conslruction of the proposed nuclear power plant wilhout adequate assurance of cost recovery from the state legislators or regulators 
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In summary. Duke Energy is coordinating its future capital expenditure requirements with regulatory initiatives in order to ensure adequate and timely cost 
recovery while continuing to provide low cost energy to its customers. 

Economic Factors fo r  Duke Energy's Business. Duke Energy's business model provides diversification between stable regulated businesses like U S. 
Franchised Electric and Gas and certain portions of Commercial Power's operations. and the traditionally higher-growth businesses like the unregulated portion of 
Commercial Power's operations and International Energy. As was the case throughout much of 2009, all of Duke Energy's businesses can be negatively affected by 
sustained downturns or sluggishness in the economy, including low market prices of commodities, all of which are beyond Duke Energy's control, and could impair 
Duke Energy's ability to meet its goals for 2010 and beyond 

As Duke Energy experienced in 2009, declines in demand for electricity as a result of economic downturns reduce overall electricity sales and have the potential 
to lessen Duke Energy's cash flows, especially as industrial customers reduce production and, thus, consumption of electricity A weakening economy could also 
impact Duke Energy's customer's ability to pay, causing increased delinquencies, slowing collections and lead to higher than normal levels of accounts receivables, 
bad debts and financing requirements. A portion of US.  Franchised Electric and Gas' business risk is mitigated by its regulated allowable rates of return and recovery 
of fuel costs under fuel adjustment clauses The ESP in Ohio also helps mitigate a portion of the risk associated with certain portions of Commercial Power's generation 
operations by providing mechanisms for recovery of certain costs associated with, among other things. fuel and purchased power for native-load customers. 

If negative market conditions should persist over time and estimated cash flows over the lives of Duke Energy's individual assets, including goodwill, do not 
exceed the carrying value of those individual assets. asset impairments may occur in the future under existing accounting rules and diminish results of operations. A 
change in management's intent about the use of individual assets (held for use versus held for sale) could also result in impairments or losses. 

Duke Energy's 2010 goals can also be substantially at risk due to the regulation of its businesses Duke Energy's businesses in the United Slates (U S ) are 
subject to regulation on the federal and state level. Regulations, applicable to the electric power industry, have a significant impact on the nature of the businesses and 
the manner in which they operate New legislation and changes to regulations are ongoing, including anticipated carbon legislation, and Duke Energy cannot predict the 
future course of changes in the regulatory or political environment or the ultimate effect that any such future changes will have on its business. 

Duke Energy's earnings are impacted by fluctuations in commodity prices. Exposure to commodily prices generates higher earnings volatility in the unregulated 
businesses as there are timing differences as to when such costs are recovered in rates To mitigate these risks, Duke Energy enters into derivative instruments to 
effectively hedge some, but not all, known exposures 

Additionally, Duke Energy's investments and projects located outside of the United States expose Duke Energy to risks related to laws of other countries, taxes, 
economic conditions, fluctuations in currency rates, political conditions and policies of foreign governments Changes in these factors are difficult to predict and may 
impact Duke Energy's future results 

Duke Energy also relies on access to both short-term money markets and longer-term capital markets as a source of liquidity for capital requirements not met by 
cash flow from operations. An inability to access capital at competitive rates or at all could adversely affect Duke Energy's ability to implement its strategy. Market 
disruptions or a downgrade of Duke Energy's credit rating may increase its cost of borrowing or adversely affect its ability to access one or more sources of liquidity 
Additionally, there are no assurances that commitments made by lenders under Duke Energy's credit facilities will be available if needed as a source of funding due to 
ongoing uncertainties in the financial services industry. 

For further information related to management's assessment of Duke Energy's risk factors. see Item 1A '"Risk Factors " 

RESLJLTS OF OPERATIONS 

Consolidated Operating Revenues 

2008. This change was primarily driven by the following: 
Year Ended December 31, 2009 as Compared lo December 31, 2008 Consolidated operating revenues for 2009 decreased approximately $476 million compared to 

- An approximate 5726 million decrease at U S Franchised Electric and Gas See Operating Revenue discussion within 'Segment Results" for U S. Franchised 
Electric and Gas below for further information; and 

An approximate $27 million decrease at International Energy See Operating Revenue discussion within 'Segment Results" for International Energy below for 
further information 

Partially offsetting these decreases was: 

- An approximate $288 million increase at Commercial Power See Operating Revenue discussion within Segment Results" for Commercial Power below foi 
further information 

Year Ended December 31. 2008 as Compared lo December 31, 2007 Consolidated operating revenues for 2008 increased approximately $487 million compared to 
2007 This change was primarily driven by the following: 

* An approximate S419 million increase at U S Franchised Electric and Gas See Operating Revenue discussion within 'Segment Results" for U S Franchised 
Electric and Gas below for further information; and 

An approximate $125 million increase at International Energy See Operating Revenue discussion within Segment Results'. for International Energy below for 
further information 

- 

Partially olfselting these increases was: 

* An approximate $55 million decrease at Commercial Power See Operaling Revenue discussion within Segment Results" for Commercial Power below for 
further information 

Consolidated Operating Expenses 

2008. This change was driven primarily by the following 

Electric and Gas below for further information; 

An approximate $65 niillion decrease at International Energy See Operating Expense discussion within Segment Results" for International Energy below for 
further information; and 

Year Ended December 31, 2009 as Compared lo December 31, 2008 Consolidated operating expenses for 2009 decreased approximatcly $247 million compared to 

* An approximate S626 million decrease at U S Franchised Electric and Gas See Operating Expense discussion witliin Segment Results" for U S Franchised 

. 



- An approximate S40 million decrease at Other See Operating Expense discussion within 'Segment Results" for Olher below lor lurlher informalion. 
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Partially offsetting these decreases was: 

- An approximate $489 million increase at Commercial Power, which includes approximately $413 million of impairment charges in 2009 primarily related to a 
goodwill impairment charge associated with the non-regulated generation operations in lhe Midwest See Operating Expense discussion within 'Segment Results" 
for Commercial Power below for further information. 

Year Ended December 31, 2008 as Compared lo December 37, 2007 Consolidated operating expenses for 2008 increased approximately $543 million compared to 
2007. This change was driven primarily by the following: 

* An approximate $401 million increase at U.S Franchised Eleclric and Gas See Operaling Expense discussion within "Segmenl Resulls" for U S Franchised 
Electric and Gas below for further information; 

An approximale $123 million increase at International Energy. See Operaling Expense discussion wilhin "Segment Results" for International Energy below for 
further information; and 

An approximate $27 million increase at Commercial Power. See Operating Expense discussion within "'Segment Results" for Commercial Power below for further 
information. 

* 

Consolidated Gains (Losses) o n  Sales of Other Assets and Other, net 

Consolidated gains (losses) on sales of other assets and other, net was a gain of approximately $36 million and $69 million in 2009 and 2008, respectively. and a 
loss of approximately $5 million for 2007. The gains and losses for all years relate primarily to sales of emission allowances by U.S. Franchised Electric and Gas and 
Commercial Power. 

Consolidated Operating Income 

2008 Drivers to operating income are discussed above 
Year Ended December 3 1,  2009 as Compared lo December 31, 2008 For 2009. consolidated operating income decreased approximately 5262 million compared to 

Year Ended December 31, 2008 as Compared lo December 31, 2007 For 2008, consolidated operating income increased approximately $1 8 million compared to 
2007 Drivers to operating income are discussed above 

Other drivers to operating income are discussed above. For more detailed discussions, see the segment discussions that follow 

Consolidated Other Income and Expenses 

compared to 2008 This increase was primarily driven by an increase in equity earnings of approximately $172 million due mostly to impairment charges recorded by 
Crescent .IV (Crescent) in 2008. of which Duke Energy's proportionate share was approximately $238 million. partially offset by decreased equity earnings from 
International Energy of approximately $55 million primarily related to lower contribulions from its investment in National Methanol Company (NMC) and tosses from its 
investment in Attiki Gas Supply S A (Attiki). Also, the mark-to-market and investment income on investments that support benefit obligations and within the captive 
insurance portfolio increased approximately $45 million as a result of gains in 2009 compared to losses in 2008 Additionally, foreign exchange impacts. primarily 
related to the remeasurement of certain US.  dollar denominated cash and debt balances at International Energy, resulted in gains in 2009 compared to losses in 2008 
due to favorable foreign exchange rates, resulting in an increase of approximately $43 million in 2009 compared to 2008 Partially offsetting these increases was 
decreased interest income of approximately $53 million due primarily to lower average cash and short-term investment balances, an approximate $26 million charge in 
2009 related to certain performance guarantees Duke Energy had issued on behalf of Crescent and an approximate $18 niillion impairment charge in 2009 lo write down 
the carrying value of International Energy's investment in Attiki lo its fair value 

Year Erided December 31, 2009 as Compared lo December 37, 2008 For 2009, consolidated other income and expenses increased approximately $212 million 

Year Ended December 31, 2008 as Compared fo December 31, 2007 For 2008, consolidated other income and expenses decreased approximately $307 million 
compared to 2007. This decrease was primarily driven by a decrease in equity earnings of approximately $259 million due primarily to impairment charges recorded by 
Crescent, of which Duke Energy's proportionate share was approximately $238 million, partially offset by increased equity earnings from International Energy of 
approximately $25 million primarily related to its investment in NMC primarily as a result of higher margins, an approximate $62 million decrease in interest income 
primarily due to favorable income tax settlemenls in 2007 and lower earnings on invested cash and short-term investment balances during 2008 as compared to 2007, 
an approximate $54 million decrease due to unfavorable investment returns and an approximate $34 million decrease associaled with foreign currency losses due 
primarily l o  losses in 2008 associated with the remeasurement of certain U S dollar denominated cash and debt balances at International Energy, partially offset by an 
approximate $80 million increase in the equity component of allowance for funds used during construction (AFUDC) as a result of increased capital spending and the 
absence of convertible debt charges of approximately $21 million recognized in 2007 related to the spin-off of Spectra Energy Corp (Spectra Energy) 

Consolidated Interest Expense 

2008 This increase is primarily attributable to higher debt balances, partially offset by lower average interest rates on floating rate debt and commercial paper 
balances 

Year Ended December 37, 2009 as Compared lo December 37. 2008 Consolidaled interest expense increased approximately $10 million in 2009 as compared Io 

Year Ended December 31, 2008 as Compared lo December 3 1 ,  2007 Consolidaled interest expense increased approximately $56 million in 2008 as compared to 
2007 This increase is primarily attributable to higher debt balances, partially offset by a higher debt component of AFUDC and capitalized interest due to increased 
capital spending 

Consolidated Income Tax Expense from Continuing Operations 

approximately $142 million compared lo 2008 Although pre-lax income was lower in 2009 compared to 2008, the effective tax rate for the year ended December 31, 
2009 was approximately 41% compared to 33% for the year ended December 31, 2008 due primarily to an approximate $371 million non-deductible goodwill impairment 
charge in 2009 

Year Ended December 31, 2009 as Compared lo December 31, 2008 For 2009, consolidated income lax expense from continuing operallons increased 

Year Ended December 31, 2008 as Compared lo December 3 1 .  2007 For 2008. consolidaled income tax expense from continuing operations decreased 
approximately $96 million compared to 2007 This decrease primarily resulled from lower pre-tax income in 2008 compared to 2007 The effective tax rate for the year 
ended December 31, 2008 increased to approximately 33% compared to 32% for the year ended December 31, 2007 The Increase in the effective tax rate during 2008 
IS primarily attributable to adjustments related l o  prior year lax relurns, an increase in foreign laxes. a decrease in the manufacturing deduction and a deferred state tax 
benefit recorded in 2007 partially offset by higher AFUDC equity and a tax benefit recorded for certain foreign restructurings 
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Consolidated Income (Loss) f rom Discontinued Operations. net of tax 

$22 million for 2007. The 2008 amount is primarily comprised of Commercial Power's sale of its 480 MW natural gas-fired peaking generating station located near 
Brownsville, Tennessee lo Tennessee Valley Authority. which resulted in an approximate $1 5 million after-tax gain. 

Consolidated income (loss) from discontinued operations was income of approximately $12 million and $16 million for 2009 and 2008, respectively, and a loss of 

The 2007 amount is primarily comprised of an after-tax loss of approximately $18 million associated with former Duke Energy North America (DENA) contract 
settlements, an after-tax loss of approximately $8 million related to Cinergy Corp (Cinergy) commercial marketing and trading operations and after-tax earnings of 
approximately $23 million related to Commercial Power's synfuel operations. 

Extraordinary Item, net of tax 

The reapplication of regulatory accounting treatment to certain of Commercial Power's operations on December 17. 2008 resulted in an approximate $67 million 
after-tax (approximately $103 million pre-tax) extraordinary gain related to total mark-to-market losses previously recorded in earnings associated with open forward 
native load economic hedge contracts for fuel, purchased power and emission allowances, which the ESP allows to be recovered through a fuel and purchased power 
rider. 

Segment Results 

governance costs), after deducting amounts attributable to noncontrolling interests related to those profits (EBIT). On a segment basis, EBlT excludes discontinued 
operations, represents all profits from continuing operations (bolh operating and non-operating) before deducting interest and taxes. and is net of the amounts 
allribulable to nonconlrolling interests related to lhose profils Cash, cash equivalents and short-term investments are managed centrally by Duke Energy, so inlerest 
and dividend income on lhose balances, as well as gains and losses on remeasurement of foreign currency denominated balances, are excluded from the segments' 
EBIT. Management considers segment EBlT to be a good indicator of each segment's operating performance from its continuing operations. as it represents the results 
of Duke Energy's ownership interest in operations without regard to financing methods or capital structures. 

Management evaluates segment performance based on earnings before interest and taxes from continuing operations (excluding certain allocated corporate 

See Note 2 to the Consolidated Financial Statements. "Business Segments," for a discussion of Duke Energy's segment structure. 

Duke Energy's segment EBlT may not be comparable to a similarly titled measure of another company because other entities may not calculate EBIT in the same 
manner Segment EBIT is summarized in the following table. and detailed discussions follow 

EBlT by  Business Segment 

Years Ended December 31, 

Variance Variance 
2009 vs. 2008 vs. 

2009 2008 2008 2007 2007 

(in mi l l ions) 

U S Franchised Electric and Gas 
Commercial Power 
International Energy 
Total reportable segment EBlT 
Other 
Total reportable segment EBIT and other 
Interest expense 
Interest income and other@) 
Add back of noncontrolling interest component of reportable segment and Other EBI l  
Consolidaled earnings from continuing operalions before income taxes 

$ 2.321 
27 

365 
2,713 

2,462 

102 
18 

$ 1,831 

_I- 

(251) 

(751) 

- 

$ 2.398 
264 
41 1 

3,073 

2,505 

117 

(568) 

(74 1 ) 

10 

$ 1.891 - 

$ 2,305 
278 
388 

2.971 
(260) 

2.71 1 
(685) 
201 

9 
$ 2,236 - 

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

Nonconlrolling interest amounls presenled below includes only expenses and benefits related to EBlT of Duke Energy's joint ventures I t  does not include the 
nonconlrolling inlerest componenl related lo inleresl and laxes of the joint ventures. 

Segment EBIT, as discussed below. includes intercompany revenues and expenses that are eliminated in the Consolidated Financial Stalements 
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U.S. Franchised Electric and Gas 

Energy Indiana), and Duke Energy Kentucky, Inc (Duke Energy Kentucky) and certain regulated operations of Duke Energy Ohio, Inc (Duke Energy Ohio). 
US. Franchised Electric and Gas includes the regulated operations of Duke Energy Carolinas, LLC (Duke Energy Carolinas), Duke Energy Indiana. Inc. (Duke 

Years Ended December 31, 

Variance Variance 
2009 vs. 2008 vs. 

2009 2008 2008 2007 2007 

Operating revenues 
Operating expenses 
Gains (losses) on sales of other assets and other. net 
Operating income 
Other income and expenses, net 
EBlT 

Duke Energy Carolinas' GWh sales(") 
Duke Energy Midwest GWh sales(a)(b) 
Net proportional MW capacity in operation(C) 

(a) Gigawatt-hours (GWh). 
(b) 

(c) Megawatt (MW). 

Duke Energy Ohio (Ohio transmission and distribution only), Duke Energy Indiana and Duke E 
within this IJ S Franchised Electric and Gas segment discussion 

$ 9,433 
7,263 

20 
2,190 

131 
$ 2,321 

79.830 
56,753 
26,957 

- 

fnergy Kentucky 

(in mill ions, except where noted) 

$10,159 
7,889 

6 
2,276 

122 
$ 2,398 

85,476 
62,523 
27,438 

-- 

-_- - 

$ 9,740 
7.488 - --_ 
2,252 

53 
$ 2,305 

86.604 
64,570 
27,586 

_II- - 

collectively referred to as Duke Energy Midwest 

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Carolinas 

2009 2008 2007 
- . ~ . -  Increase (decrease) over pr ior  year 

Residential salesla) 
General service sales(a) 
Industrial sales@) 
Wholesale sales 
Total Duke Energy Carolinas' sale@) 
Average number of customers 

(0.2)% (0.5)% 6.5% 
( l " l ) %  (0.5)% 5.4% 

(15 2)% (5.5)% (2.3)% 
(31.6)% 11.9% 40 9% 
(6.6)% (1.3)% 4.8% 
0 5% 1 5% 2.0% 

(a) 
(b) 

Major components of Duke Energy Carolinas' retail sales. 
Consists of all componenls of Duke Energy Carolinas' sales, including retail sales, and wholesale sales to incorporated municipalities and to public and private 
utilities and power marketers 

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Midwest 

2009 2008 2007 
Increase (decrease) over pr ior  year 

Residential sales") 
General service sales(a) 
Industrial sales") 
Wholesale sales 
Total Duke Energy Midwest's sales@) 
Average number of customers 

(4 3)% (3.0)% 6 7% 
(3 5)% (1.2)% 6.3% 

(15 O)% (6.5)% (0.4)% 
(20 8)% 1.5% 7 7% 
(9.2)% (3.2)% 4.5% 
(0 3)% 0 3% 0.8% 

(a) 
(b) 

Major components of Duke Energy Midwest's retail sales 
Consists of all components of Duke Energy Midwest's sales, including retail sales, and wholesale sales to incorporated municipalities and to public and private 
utilities and power marketers 
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Year Ended December 31, 2009 as Compared fo December 31, 2008 

Operaling Revenues The decrease was driven primarily by: 

A $536 million decrease in fuel revenues (including emission allowances) driven primarily by decreased demand from retail and near-term wholesale customers 
and lower natural gas fuel rates primarily in Ohio and Kentucky, partially offset by higher fuel rates for electric retail customers. Fuel revenues represent sales 
to both retail and wholesale customers; 

A $ 1  17 million decrease due to lower weather normalized sales voliimes to retail customers largely reflecting the overall declining economic conditions in 2009, 
which primarily impacted the industrial sector; 

A $63 million decrease in GWh and thousand cubic feet (Mcf) sales to retail customers due to overall milder weather conditions in 2009 compared to 2008. 
Weather statistics for heating degree days in 2009 were unfavorable in the Midwest but favorable in the Carolinas compared to 2008 Weather statistics foor 
cooling degree days in 2009 were onfavorable in both the Midwest and Carolinas compared to 2008; and 

A $30 million net decrease in wholesale power revenues, net of sharing, primarily due to decreased sales volumes and lower prices on near-term sales as a 
result of weak market conditions, partially offset by higher prices and increased sales volumes to customers served under certain long-term contracts. 

- 

- 
Partially offsetting these decreases was: 

* A $31 million net increase in retail rates and rale riders primarily due to increases in recoveries of Duke Energy Indiana's environmental compliance costs and 
the IGCC rider, partially offset by the expiration of the one-time increment rider related to merger savings that was included in North Carolina retail rates in 
2008" 

Operating Expenses The decrease was driven primarily by: 

A $541 million decrease in fuel expense (including purchased power and natural gas purchases for resale) primarily due to a lower volume of coal used in 
electric generation, lower prices and volumes for natural gas purchased for resale and used in electric generation and reduced purchased power, partially offset 
by higher coal prices; 

A $71 million decrease in operating and maintenance expenses primarily due to lower scheduled outage and maintenance costs at nuclear and fossil generating 
stations, lower power and gas delivery maintenance and decreased capacity costs due to the expiration of certain drought mitigation contracts in 2008, partially 
offset by higher benefits costs: and 

A $36 million decrease in depreciation and amortization due primarily to lower depreciation rates in the Carolinas. partially offset by increases in depreciation 
due primarily to additional capital spending. 

- 

* 

Partially offsetting these decreases was: 

* 

Gains (Losses) on Sales of Other Assets and Other, net The increase is primarily due to gains on the sale of nitrogen oxide (NO .) emission allowances in 2009. 

Other Income and Expenses, nef The increase is due primarily to a higher equity component of AFUDC earned from additional capital spending for ongoing 

A $22 million increase in property and other taxes due primarily to normal increases 

construction projects, partially offset by a favorable 2008 IURC ruling. 

€BIT. The decrease resulted primarily from lower weather adjusted sales volumes, milder weather. lower wholesale power revenues, higher benefits costs and 
higher property and other taxes These negative impacts were partially offset by decreased operation and mainlenance cosls as a result of lower outage and 
maintenance costs, lower depreciation rates in the Carolinas and overall net higher rates and rate riders 

Maffers lmpacfing Fufure U S Franchised Elecfric and Gas Resolts 

U S Franchised Electric and Gas continues to increase the overall number of retail customers served, maintain low costs and deliver high-quality customer 
service in the Carolinas and Midwest: however, sales to all retail customer classes were negatively impacted by the economic downturn in 2009. parlicularly sales l o  
the industrial sector These trends are expected to continue for some period into 2010, and perhaps beyond, until the economy begins to recover The general decline in 
the textile industry in the Carolinas, exacerbated by the struggling economy, is also expected to continue in 2010, fueled by the expiration of certain import limitations 
related lo foreign textile products 

U S Franchised Electric and Gas evaluates the carrying amount of its recorded goodwill for impairment on an annual basis as of August 31 and performs interim 
impairment assessments if a triggering event occiirs that indicates it  is more likely than not that the fair value of a reporting unit IS less than its carrying value For 
further information on key assumptions that impact U.S Franchised Electric and Gas' goodwill impairment assessments, see Critical Accounting Policy for Goodwill 
Impairment Assessments As of the date of the 2009 annual impairment analysis, tlie fair value of U S Franchised Electric and Gas' reporting units exceeded their 
respective carrying value, thus no goodwill impairment charges were recorded However, the fair value of the Ohio Transmission and Distribution reporting unit (Ohio 
T W ) .  which had a goodwill balance of approximately $700 million as of December 31. 2009. exceeded the carrying value of equity by less than 15% Management is 
continuing Lo monitor tlie impact of recent market and economic events to determine if it is more likely than not that the carrying value of l l ie Ohio T&D reporting unit 
has been impaired Should any such triggering events or circumstances occur in 2010 lhal would more likely than not reduce the lair value of the Ohio T&D reporling 
unit below its carrying value, management would perform an interim impairment assessnienl of l l ie Ohio T&D goodwill and 11 is possible lhat a goodwill impairment 
charge could be recorded as a result of this assessment Potential circumstances that could have a neyative effect on the fair value of the Ohio T&D reporting unit 
include additional declines in load volume forecasts. changes in the weighted average cost of capital (WACC) changes in the liming and/or recovery of and on 
investments in SmartGrid technology. and the success of future rate case filings. 

Year Ended December 37, 2008 as Compared to December .31, 2007 

Operafing Revenues The increase was driven primarily by: 

* A $474 million increase in fuel revenues (including emission allowances) driven primarily by higher fuel rates in all regions and legislative changes that allow 
Duke Energy Carolinas to collect additional purchased power and environnienlal conipliarice cosls from relail cuslorners Fuel revetiues represenl sales lo bolh 
retail and wholesale customers; and 

A $92 million increase related to substantial completion in 2007 of the sharing of anticipated merger savings through rate decrement riders with regulated 
customers 
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Partially offsetting these increases were: 

- A $73 million decrease in weather adjusted sales volumes to retail customers reflecting the overall declining economic conditions. which are primarily impacting 
the industrial sector; 

A $53 million decrease in retail rates and rate riders primarily related to the new retail base rates implemented in North Carolina in the first quarter of 2008, net 
of increases in recoveries of Duke Energy Indiana's environmental compliance costs from retail customers and higher gas base rates implemented in the 
second quarter of 2008 for Duke Energy Ohio; and 

A $49 million decrease in GWh and Mcf sales to retail customers due to milder weather in 2008 compared to 2007 While weather statistics for heating degree 
days in 2008 were favorable compared to 2007. this favorable impact was more than offset by the impact of fewer cooling degree days in 2008 compared to 
2007 

- 

* 

Operating Expenses The increase was driven primarily by: 

* A $441 million increase in fuel expense (including purchased power and natural gas purchases for resale) primarily due to higher coal and natural gas prices and 
increased purchased power. This increase also reflects a $21 million reimbursement in firs1 quarter 2007 of previously incurred fuel expenses resulting from a 
settlement between Duke Energy Carolinas and US. Department of Justice (DOJ) resolving Duke Energy Carolinas' used nuclear fuel litigation against lhe 
Department of Energy (DOE). The settlement between the parties was finalized on March 5. 2007; 

A $67 million increase in depreciation due primarily to additional capital spending; and 

A $66 million increase in operating and maintenance expenses primarily due to higher scheduled outage and maintenance costs at nuclear and fossil generating 
plants. storm costs primarily in the Midwest related to Hurricane Ike in September 2008 net of deferral of a portion of the Ohio and Kentucky storm costs 
associated with Hurricane Ike, increased capacity costs due to additional contracts that were entered into in late 2007 to ensure customer electricity needs 
were met despite ongoing drought conditions and increased power delivery maintenance charges to increase system reliability. partially offset by lower benefit 
costs including short-term incentives 

Partially offsetting these increases was: 

- 
* 

A $170 million decrease in regulalory amortization expenses, including approximately $187 million for the amortization of compliance costs related lo North 
Carolina clean air legislation, which was completed in 2007. This decrease was partially offset by the write-off in 2007 of a portion of Ihe investment in the 
GridSouth Regional Transmission Organization (RTO) (approximalely $17 million) per a rale order from the NCUC 

Other lncome and Expenses, net The increase is due primarily to the equity component of AFUDC due lo additional capital spending for ongoing construction 
projects and a favorable $25 million IURC ruling 

EEtlT The increase resulted primarily from decreased regulatory amortization, the substantial completion of the required rate reductions due to the merger with 
Cinergy and increased AFUDC These increases were partially offset by the impacts of the unfavorable economy on sales, milder weather, additional depreciation as 
rate base increased during 2008. higher operation and maintenance costs, overall net lower retail rates and rate riders, and the 2007 DOE settlement. 

Commercial Power 

Years Ended December 31, 

2009 

Operating revenues 
Operating expenses 
Gains (losses) on sales or other assets and other, net 
Operating income 
Other income and expenses, ne1 
EBlT 

Actual plant production. GWh 
Ne1 proportional megawatt capacity in operation 

$ 2,114 
2,134 

12 

(8 )  
35 

$ 27 

26,962 
8,005 

- 

Variance 
2009 vs. 

2008 2008 2007 

(in mill ions, except where noted) 

$ 1,826 $ 288 $ 1.881 
1,645 489 1,618 

240 (248) 256 
22 

$ 264 $ (237) $ 278 

20,199 (6.763) 23,702 
7.641 364 8,019 

59 (47) (7) 

1' - 24 - -  --  

Variance 
2008 vs. 

2007 

(55) 
27 

n 

Year Ended December 37, 2009 as compared to December 3 I ,  2008 

Operating Revenues The increase was primarily driven by: 

. A $98 million increase in retail electric revenues resulting from higher relail pricing principally related Io implementallon of the ESP in 2009 and the timing of 
fuel and purchased power rider collections in 2008. net of lower sales volumes driven by the economy and increased customer swilching levels: 

A $70 million increase in net mark-to-market revenues on non-qualifying power and capacily hedge contracls. consisting of mark-lo-market losses of $2 million 
in 2009 compared to losses of $72 million in 2008; 

A $68 million increase in revenues due to higher generation volumes and increased PJM capacity revenues from the Midwest gas-fired assets in 2009 
compared to 2008; 

A $48 million increase in wholesale electric revenues due to higher generation volumes and hedge realization in 2009 compared to 2008 and margin earned from 
participation in wholesale auctions in 2009; and 

A $25 million increase in wind generalion revenues due lo commencement of operations of wind facitilles in Ihe Ihrrd quarler of 2008 and addilional wind 
generation facilities placed in service in 2009 

- 
* 

. 

. 
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Operaling Expenses The increase was primarily driven by: 

* 

- 
A $4 13 million impairment charge primarily related to goodwill associated with non-regulated generation operations in the Midwest; 

A $55 million increase in fuel expense due to mark-to-market losses on non-qualifying fuel hedge contracts. consisting of mark-to-market losses of $58 million 
in 2009 compared to losses of $3 million in 2008; 

A $44 million increase in depreciation and administrative expenses associated with wind projects placed in service in the third quarter of 2008 and throughout 
2009, as well as the continued development of the renewable business in 2009; 

A $36 million increase in operating expenses resulting from depreciation expense on environmental projects placed in service in the second half of 2008 and 
higher plant maintenance expenses resulting from increased plant outages in 2009 compared to 2008; 

A $29 million increase in retail and wholesale fuel expense due to higher purchased power expenses and higher long-term contract prices and lower realized 
gains on fuel hedges in 2009 compared to 2008; and 

A $10 million increase in fuel and operating expenses for the Midwest gas-fired assets primarily dLJe to higher generalion volumes in 2009 compared to 2008, 
partially offset by bad debt reserves recorded in 2008 associated with the Lehman Brothers bankruptcy 

- 
* 

- 
Partially offsetting these increases was: 

An $82 million impairment of emission allowances due lo the invalidation of the Clean Air Interstale Rule (CAIR) in July 2008. 

Gains (Losses) on Sales of Olher Assels and Olher, net I The decrease in 2009 compared to 2008 is attributable to lower gains on sales of emission allowances 

Olher h o m e  and Expenses, net The increase in 2009 compared to 2008 is attributable to higher equity earnings of unconsolidated affiliates in 2009 primarily as a 
result of a full year of equity earnings from investments held by Catamount Energy Corporation (Catamount) Catamount, which is a leading wind power company, was 
acquired in September 2008 Partially offsetting this increase was a 2009 impairment charge to the carrying value of an equity method investment 

EBlJ  The decrease is primarily attributable to higher impairment charges in 2009 primarily due to a goodwill impairment charge, partially offset by a 2008 
impairment charge related lo emission allowance, increased plant maintenance expenses and fewer gains on sales of emission allowances. These factors were partially 
offsel by higher retail revenue pricing as a result of implementation of the ESP, higher margins from the Midwest gas-fired assels due to increased generalion volumes 
and PJM capacity revenues. 

Matters lmpacling Future Commercial Power Results 

Commercial Power's current stralegy is focused on maintaining ils competitive position in Ohio, maximizing the relurns and cash flows from its current portfolio. 
as well as growing its non-regulated renewable energy portfolio Results for Commercial Power are sensitive to changes in power supply, power demand, fuel and power 
prices and weather. as well as dependent upon completion of energy asset construction projects and tax credits on renewable energy production 

Recently, low commodity prices have put downward pressure on power prices. The available capacity and lower prices have provided opportunilies for customers 
in Ohio to switch generation suppliers. Competitive power suppliers have begun supplying power to current Commercial Power customers in Ohio and Commercial Power 
has experienced an increase in customer switching in the second half of 2009 Customer swilching is anticipated to continue in 2010 and could have a significant 
impact on Commercial Power's results Additionally, these evolving markel conditions may potentially impact Commercial Power's ability to continue lo apply 
regulatory accounting lreatmenl to certain portions of ils Commercial Power business segmenl As of December 31, 2009, Commercial Power had regulatory assets of 
approximately SI 63 million related to 1Jnder-collections under its ESP and mark-to-market losses on certain economic hedges 

As discussed in Note 11 to the Consolidated Financial Statements. "Goodwill and Intangible Assets." Commercial Power recorded an impairmenl charge in the third 
quarter of 2009 of approximately $371 million within its non-regulated generation reporling unit lo write down the goodwill to its implied fair value As a resull of this 
impairment charge. the carrying value of goodwill associated with the non-regulated generalion reporting unit of approximately $520 million is equivalent l o  ils implied 
fair value This impairment charge was based on a number of factors, including a decline in load forecast, depressed market power prices, customer switching and 
carbon emission legislation and/or EPA regulation developments Should the assumptions used related to these factors change in the future as a result of then market 
conditions, as well as any acceleration in Ihe timing of carbon emission IegislationlEPA regulation developments, it is possible that further goodwill impairment charges 
could be recorded For furlher informalion on key assumplions that impact Commercial Power's goodwill impairment assessments, see Critical Accounting Policy for 
Goodwill Impairment Assessments 

Year Ended December 3 7 .  2008 as compared lo December 3 I ,  2007 

Operaling Revenues The decrease was primarily driven by: 

* A $21 million decrease in wholesale electric revenues due to lower hedge realization and lower generation volumes primarily resulting from increased plant 
outages in 2008 compared to 2007; 

A $20 million decrease in net mark-lo-market revenues on non-qualifying power and capacity hedge conlracts. consisling of mark-to-niarkel losses of 572 
million in 2008 compared lo  losses of $52 million in 2007; and 

A $17 million decrease in revenues due to lower generation volumes from the Midwest gas-fired assets resulting from milder weather net of increased PJM 
capacity revenues in 2008 compared to 2007 

. 

Operaling €xpenses The increase was primarily driven by: 

An $82 million impairment of enhission allowances due to the invalidation of the CAIR in July 2008; 

A $68 million increase in fuel expense due to mark-to-markel losses on non-qualifying fuel hedge contracts. consisling of mark-lo-market losses of $3 million 
in 2008 compared to gains of $65 million in 2007; and 

A $14 million increase in plant maintenance expenses resulting from increased plant outages in 2008 compared lo 2007 

* 

. 
Partially offsetling these increases were: 

. A $63 millioii decrease in emission allowance expenses due to lower cost basis emission allowances consumed and lower overall emission allowance 
consumption due to installation of flue gas desulfurization equipment and lower generalion volumes due to increased plant outages in 2008 compared to 2007; 

A $46 nntllton decrease in ne1 fuel and purchased power expense for relail load due lo realized gains oil fuel Ihedges partially offset by higher purchased power 
as a result of increased planl outages in 2008 compared lo 2007; and 
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A $24 million decrease in fuel and operating expenses for the Midwest gas-fired assets primarily due to lower generation volumes and lower amortization of 
locked-in hedge losses in 2008 compared to 2007, net of an approximate 515 million bad debt reserve relaled to the Lehman Bros. bankruptcy and higher plant 
maintenance expenses 

Gains (Losses) on Sales of Other Assets and Ofher, net I The increase in 2008 as compared to 2007 is attributable to gains on sales of emission allowances in 
2008 compared to losses on sales of emission allowances in 2007 Gains in 2008 were a result of sales of zero cost basis emission allowances, while losses in 2007 
were as a result of sales of emission allowances acquired in connection with Duke Energy's merger with Cinergy in 2006 which were written up to fair value as part of 
purchase accounting 

EBIT The decrease is primarily attributable to higher mark-to-marke! losses on economic hedges due to decreasing commodity prices, the impairment of emission 
allowances, lower retail and wholesale revenues resulling from lower volumes due to the weakening economy and plant outages. Partially offsetting these decreases 
were gains on sales of zero cost basis emission allowances, lower emission allowance expense due to lower cost basis emission allowances consumed and lower 
consumption due to installation of flue gas desulfurization equipment and lower purchase accounting expense primarily due to the Rate Stabilization Plan (RSP) 
valuation 

International Energy 

Years Ended December 31, 

Variance 
2009 vs. 

Variance 
2008 vs. 

2009 2008 2008 2007 2007 

( in mill ions, except where noted) 

Operating revenues 
Operating expenses 
Gains (losses) on sales of other assets and other, 
Operating income 
Other income and expenses, net 
Expense attributable to noncontrolling interest 
EBlT 

Sales, GWh 
Net proportional megawatt capacity in operation 

net 

$ 1,158 
834 

324 
63 
22 

$ 365 
19,978 
4,053 

__ 

- 

$ 1.185 
899 

1 
287 
146 

22 
$ 411 

18,066 
4.018 

-- 

- 

$ (27) $ 1.060 
776 - (65) 

2) -- 
37 284 

(83) 114 
10 

$ (46) $ 388 
1.912 17,127 

35 3.968 

_. -~ 

$ 125 
123 

1 
3 

32 
12 

$ 23 
939 

50 

-- 

-- - 

Year Ended December 3 I ,  2009 as Compared lo December 31, 2008 

Operaling Revenues The decrease was driven primarily by: 

- 
. 

A $41 million decrease in Peru due to unfavorable average hydrocarbon and spot prices; and 

A $16 million decrease in Central America due to lower average sales prices and lower dispatch in El Salvador, partially offset by favorable hydrology in 
Guatemala as a result of drier weather 

Partially offsetting these decreases was: 

. 
Operating Expenses The decrease was driven primarily by: 

* 

- 
Partially offsetting these decreases was: 

. 

A $29 million increase in Ecuador due to higher dispatch as a result of drier weather 

An $81 million decrease in Peru due to lower purchased power costs, thermal generation and hydrocarbon royalty costs; and 

A $55 million decrease in Central America due lo  lower fuel costs 

A $31 million increase in Ecuador due to higher fuel consumption and the reversal of a bad debt allowance as a result of collection of an arbitration award in the 
prior year; 

A $24 million increase in Brazil due to transmission cost adjustments. partially offset by favorable exchange rates; and 

An $8 million increase in general and administrative expenses due to reorganization costs and higher legal costs 

. 

. 
Ofher /nconie and Expenses, nef The decrease was driven primarily by a 54 1 million decrease in equity earnings at NMC as a result of lower pricing for both 

methanol and methyl tertiary butyl ether (MTBE). partially offset by lower butane costs, an approximale S i 8  million impairment of the investment in Attiki and 
approximately $14 rnillioii of decreased equity earnings at Alliki due to lower margins and the absence of prior year hedge income due to hedge contract terminations 

EBlT The decrease in EBlT was primarily due to lower equity earnings at NMC and Attiki. an impairment of the investment in Attiki and unfavorable exchange 
rates and transmission adjustments in Brazil, partially offset by favorable hydrology In Brazil and Central America and lower operating expenses in Peru 

Marfers hipacling Fufure lnfernafional Energy Results 

International Energy's current strategy is focused on selectively growing its Latin American power generation business while continuing to maximize the returns and 
cash flow from its ciirrent porlfolio EBlT results for International Energy are sensitive to changes in hydrology, power supply, power demand, transmission and fuel 
constraints and fuel and commodity prices Regulatory matters can also impact EBlT results, as well as impacts from fluctuations in exchange rates, most notably the 
Brazilian Real 

Certain of International Energy's long-lerm sales conlracts and long-term debl in Brazil contain inflation adjustment clauses While this IS favorable to revenue in 
the long run, as International Energy's contract prices are adjusted, there is an unfavorable lmpacl on interest expense resulting from revaluation of International 
Energy's outstanding local currency debt 

4 4  





Table of Contents 

PART II 

As noled above, Inlernalional Energy is committed to seleclively growing ils Latin American power generation business while conlinuing to maximize the returns 
and cash flow from ils currenl portfolio However, Inlernational Energy periodlcally evaluales all of i ls businesses lo ensure lhose businesses continue to align with its 
overall strategies As such, International Energy is in the early stages of exploring a possible sale of certain long-lived assets in Latin America The estimated fair 
value for these assels currently being evaluated for potential sale is less than carrying value Consistent with generally accepted accounting principles (GAAP), write- 
downs to fair value have no1 been recorded on these long-lived assels as the forecasted undiscounted cash flows for the assets exceed the carrying value. In 2010, it 
is possible that a write-down of the carrying value of these assets to fair value could occur if a sale a1 an amount below carrying value becomes likely. 

Year Ended December 3 1 ,  2008 as Compared to December 31, 2007 

Operating Revenues The increase was driven primarily by: 

* 

- 
- 
Operaling Expenses The increase was driven primarily by: 

* 

* 

A $60 million increase in Brazil due to higher sales prices, higher demand and favorable exchange rates; 

A $49 million increase in Guatemala and El Salvador due to favorable sales prices partially offset by lower dispatch; and 

A $15 million increase in Argentina due to favorable sales prices as a result of higher demand 

A $70 million increase in Guatemala and El Salvador primarily due lo higher fuel prices; 

A $57 million increase in Peru primarily due to higher purchased power, fuel costs. and royalty fees due to unfavorable hydrology and higher oil reference 
pricing; and 

A $15 million increase in Argentina due lo higher gas and power marketing purchases and increased fuel prices - 
Partially offsetting these increases was: 

* A $24 million decrease in Ecuador due to lower fuel consunlption and maintenance costs as a result of lower thermal dispatch and the reversal of a bad debl 
allowance as a resull of collection of an arbitration award; and 

A $5 million decrease in Brazil due to a transmission credit adjustment and reversal of a bad debl allowance as a resull of a customer settlement. partially 
offset by unfavorable exchange rates 

* 

Other Income and Expenses, net The increase was driven primarily by a $16 million increase in equity earnings at NMC as a result of higher pricing and volumes 
for both methanol and MTBE and approximately $9 million of increased equity earnings a1 Altiki due to a hedge termination 

EBIJ. The increase in EBlT was primarily due lo higher average prices, increased demand, and favorable exchange rates in Brazil, higher MTBE and methanol 
margins and sales volumes a1 NMC; partially offset by unfavorable hydrology, higher royalty fees and the lack of the 2007 transmission congestion in Peru, and 
unfavorable results in Guatemala. primarily due to higher fuel prices and maintenance costs 

Other 

Years Ended December 31, 

Variance Variance 
2009 vs. 2008 vs. 

2009 2008 2008 2007 2007 

( in mi l l ions) 

Operating revenues 
Operating expenses 
Gains (losses) on sales of other assets and olher, ne1 
Operaling income 
Olher income and expenses, ne1 
Benefit attributable to nonconlrolling interest 
EBlT 

Year Ended December 3 1 ,  2009 as Compared lo December 3 1 .  2008 

Operafing Income The increase was primarily due to favorable restills a1 Duke Energy Trading and Marketing (DETM) and Bison Insurance Company Limited 
(Bison) and lower corporate costs. partially offset by higher deferred compensation expense due to improved market performance. 

Olher Income and Expenses. net The increase was due primarily lo impairment charges recorded by Crescent in 2008. for wlllcll Duke Energy's proportionale 
share was approximately $238 million, with no comparable losses in 2009, and favorable returns on investments lhal support benefit obligations Partially offsetting 
these fa.?orable variances was a 2009 charge related to certain performance guaranlees Duke Energy had issued on behalf of Crescent 

EBlT The increase was due primarily lo prior year losses at Crescent. favorable resulls a1 Bison and DETM and lower corporate COSIS partially offset by a 2009 
charge relaled to certain performance guaranlees Duke Energy had issued on behalf of Crescenl 

Matters Impacting Fufure Olher Results 

Other's future results could be impacled by continued volalility in the debt and equity markets and other economic condilions, which could resull in the recording 
of other-lhan-temporary rmpairment charges for inveslments in debt and equity securilies. including cerlain investments $11 auction rale debl securities Duke Energy 
analyzes all investnienls in debt and equity securilies lo determine wlielher a decline in fair value should be considered olller-than-temporary Criteria used to evaluate 
whelher an impairment is other-than-temporary 
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includes, but is not limited lo, the length of time over which the market value has been lower than the cost basis of the investment, the percentage decline compared to 
the cost of the investment and management's intent and ability to retain its investment in the issuer for a period of lime sufficient to allow for any anticipated 
recovery in market value. For investments in debt securities, the other-than-temporary analysis also involves the consideration of underlying collateral and guarantees 
of principal by government entities, as well as other factors relevant to determine the amount of credit loss, if any 

In January 2010, Duke Energy announced plans to offer a voluntary severance plan to approximately 8,750 eligible employees As this is a voluntary plan, all 
severance benefits offered under this plan are considered special termination benefits under GAAP Special termination benefils are measured upon employee 
acceptance and recorded immediately absent a significant retention period. If a significant retention period exists. the costs of the special lermination benefits are 
recorded ratably over the remaining service periods of the affected employees The window for employees to request l o  voluntarily end their employment tinder this 
plan opened on February 3, 2010 and closed on February 24, 2010 for approximately 8.400 eligible employees For employees affected by Ihe consolidation of Duke 
Energy's corporate functions in Charlotte. North Carolina, as discussed further below, the window will close March 31, 2010. Duke Energy currently estimates 
severance payments associated with this voluntary plan, based on employees' requests to voluntarily end their eniploymenl received through February 24, 20 10, of 
approximately $130 million. However, until management of Duke Energy approves the requests. it reserves the right to reject any request to volunteer based on 
business needs andlor excessive participation 

In addition, in January 2010, Duke Energy announced that it will consolidate certain corporate office functions, resulting in transilioning over the next two years of 
approximately 350 positions from its offices in the Midwest to its corporate headquarters in Charlotte, North Carolina Employees who do not relocate have the option 
to elect l o  participate in the voluntary plan discussed above, find a regional position within Duke Energy or remain with Duke Energy through a transition period, at 
which time a reduced severance benefit would be paid under Duke Energy's ongoing severance plan. Management cannot currently estimate the costs, if any, of 
severance benefils which will be paid to its employees due to this office consolidation 

Duke Energy believes that it is possible that the voluntary severance plan may trigger settlement accounting or curtailment accounting with respect to its pension 
and other post-retirement benefit plans. AI this time, management is unable to determine the likelihood that settlement or curtailment accounting will be triggered. 

Additionally. Duke Energy has a 50% ownership interest in Crescent, a partnership for US. tax purposes. Crescent filed for Chapter 11 Bankruptcy in a U S .  
Bankruptcy Court in June 2009. As of December 31, 2009, Duke Energy believes it is more likely lhan not that all lax benefits associated with its investment in 
Crescent will be realized However, the form, liming and structure of Crescenl's future emergence from bankruptcy remain unresolved Based on this uncertainly, as 
of December 31, 2009, it is reasonably possible that Duke Energy could incur a future lax liability related to its inability to fully utilize tax losses associated with its 
partnership interest in Crescent and the resolution of Crescent's emergence from bankruptcy 

Year Ended December 31. 2008 as Compared to December 31, 2007 

Operating Revenues. The reduction was driven primarily by higher premiums earned by Bison in 2007 related to Ihe assumption of liabilities by Bison from other 
Duke Energy business units 

Operating Expenses. The reduction was primarily driven by the establishment of reserves related to liabililies assumed by Bison from other Duke Energy business 
units in 2007 wilh no comparable charges in 2008, a prior year donation lo the Duke Foundation, reduced benefit costs, and decreased severance costs. These 
favorable variances were parlially offset by a prior year benefit relaled to contract setllement negotiations and unfavorable property loss experience al  Bison 

Other h o m e  and Expenses, net The increase in net expense was primarily driven by approximately $230 million of losses at Crescent in 2008 compared to 
earnings of approximately 838 million in 2007 due to Duke Energy recording its proportionate share of impairment charges recorded by Crescent and lower earnings as 
a result of the downturn in the real estate market. unfavorable returns on investments related to executive life insurance and lower investment income at Bison, 
partially offset by prior year convertible debt charges of  approximately $21 million related lo the spin-off of Spectra Energy wilh no comparable charges in 2008. 

EDIT. The decrease was due to Duke Energy's proportionate share of impairment charges recorded by Crescent and lower overall earnings at Crescent. a prior 
year benefit related to contract settlement negotiations, unfavorable investment returns and unfavorable property loss experience a1 Bison, partially offset by a prior 
year donation to Duke Foundation. prior year convertible debt charges, decreased severance costs and reduced benefits costs. 

CRITICAL. ACCOUNTING POLICIES AND ESTfMATES 

The application of accounting policies and estimates is an important process thal continues to evolve as Duke Energy's operations change and accounting 
guidance evolves. Duke Energy has identified a number of critical accounting policies and estimates that require the use of significant estimates and judgments 

Managemenl bases its estimales and judgments on historical experience and on other various assumplions lhat they believe are reasonable at the time of 
application. The estimates and judgments may change as lime passes and more informalion about Duke Energy's environment becomes available. I f  estimales and 
judgments are different than the actual amounls recorded, adjustments are made in S\JbSeqUent periods to take into consideration the new informalion Duke Energy 
discusses its critical accounting policies and estimales and other significant accounting policies with senior members of management and the audit committee. as 
appropriate Duke Energy's critical accounting policies and estimates are discussed below 

Regulatory Account ing 

criteria for application of regulatory accounting treatment As a result Duke Energy records assets and liabilities that result from the regulated ratemaking process that 
would no1 be recorded under GAAP in the U.S for non-regulated entities Regulatory assels generally represent incurred costs that have been deferred because such 
costs are probable of future recovery in customer rates Regulatory liabilities generally represenl obligations to make refunds to customers for previous collections for 
cosls Ilia1 eilher are no1 likely Io or have yet to be incurred Managemenl continually assesses whether the regulalory assets are probable of future recovery by 
considering factors such as applicable regulatory environment changes. hislorical regulalory trealnienl for siniilar costs in Duke Energy's jurisdictions. recenl rate 
orders to other regulated entities, and the status of any pending or potential deregulation legislalion Based on thls continual assessment, management believes the 
existing regulatory assets are probable of recovery This assessment reflecls the currenl political and regulatory climate a1 the state and federal levels, and is subjecl 
to change in the future If future recovery of costs ceases to be probable, lhe asset write-offs would be required to be recognized in operating income Additionally. the 
regulatory agencies can provide flexibility in the manner and timing of the depreciation of property. plant and equipment. recognition of nuclear decommissioning costs 
and amortization of regulatory assets Total regulatory assets were $3,886 million as of December .31 2009 and $4.077 million as of 

Ceriain of Duke Energy's regulated operations (primarily Ihe majority of 11 S Franchised Eleclric and Gas and certain portions of Commercial Power) meet the 

4 h 



Table of Contents 

PART II 

December 31, 2008 Total regulatory liabilities were $3.108 million as of December 31, 2009 and $2,678 million as of December 31, 2008 For further information, see 
Note 4 to the Consolidated Financial Statements, "Regulatory Matters " 

In order to apply regulatory accounting treatment and record regulatory assets and liabilities, certain criteria must be met. In determining whether the criteria are 
met for its operations, management makes significant judgments, including determining whether revenue rates for services provided to customers are subject to 
approval by an independent, third-party regulator. whether the regulated rates are designed to recover specific costs of providing the regulated service, and a 
determination of whether. in view of the demand for the regulated services and the level of competition, i t  is reasonable to assume that rates set at levels that will 
recover the operations' costs can be charged to and collected from Customers This final criterion requires consideration of anticipated changes in levels of demand or 
competition, direct and indirect, during the recovery period for any capitalized costs If facts and circumstances change so that a portion of Duke Energy's regulated 
operations meet all of the scope criteria when such criteria had not been previously met. regulatory accounting treatment would be reapplied to all or a separable portion 
of the operations. Such reapplication includes adjusting the balance sheet for amounts that meet the definition of a regulatory asset or regulatory liability 

Commercial Power owns, operates and manages power plants in the Midwestern United States Commercial Power's generation asset fleet consists of Duke 
Energy Ohio's generation in Ohio, primarily coal-fired assets. that are dedicated to serve Ohio native load customers (native load), as well as wholesale customers to 
the extent there is excess generation. and five Midwestern gas-fired non-regulated generation assets that are not dedicated to serve Ohio native load customers (non- 
native) The non-native generation operations do not qualify for regulatory accounting treatment as these operations do not meet the scope criteria Most of the 
generation asset native load output in Ohio was contracted through the RSP through December 31, 2008 As discussed further in the noles to the Consolidated 
Financial Statements, specifically Note 1, "Summary of Significant Accounting Policies" and Note 4, 'Regulatory Matters", beginning on December 17, 2008, 
Commercial Power began applying regulatory accounting treatment to certain portions of its native load operations due to the passing of Ohio Senate Bill 221 (SB 221) 
and the approval of the ESP However, other portions of Commercial Power's native load operations continue lo not qualify for regulatory accounting treatment, as 
certain costs of the native load operations do not result in a rate structure designed to recover the specific costs of that portion of the operations. Despite certain 
portions of the Ohio native load operations not qualifying for regulatory accounting treatment. all of Commercial Power's Ohio native load operations' rates are subject 
to approval by the PUCO. and thus these operations are referred to here-in as Commercial Power's regulated operations. Moreover, generation remains a competitive 
market in Ohio and native load customers continue to have the ability to switch to alternative suppliers for their electric generation service. As customers switch, there 
is a risk lhal  some or all of Commercial Power's regulatory assets will not be recovered through the established riders. Duke Energy will continue to monitor the amount 
of native load customers that have switched to alternative suppliers when assessing the recoverability of its regulatory assets established for its native load 
generation operations. At December 31 ~ 2009, management has concluded that the established regulatory assets of approximately $163 million are still probable of 
recovery even though there have been increased levels of customer switching 

No other operations within Commercial Power, and no operations within the International Energy business segment, qualify for regulatory accounting treatment. 

The substantial majority of U S Franchised Electric and Gas's operations qualify for regulatory accounting treatment and thus its costs of business and related 
revenues can result in the recording of regulatory assets and liabilities, as described above 

Goodwill Impairment Assessments 

At December 31, 2009 and 2008. Duke Energy had goodwill balances of $4,350 million and 54,720 million, respectively At December 31, 2009, the goodwill 
balances at the segment level were $3,483 million at U S Franchised Electric and Gas, $569 million at Commercial Power, and $298 million at International Energy. The 
majority of Duke Energy's goodwill relates to the acquisition of Cinergy in April 2006, whose assets are primarily included in the U S Franchised Electric and Gas and 
Commercial Power segments Commercial Power also has approximately $70 million of goodwill that resulted from the September 2008 acquisition of Catamount. a 
leading wind power company located in Rutland. Vermont. As of the acquisition date, Duke Energy allocates goodwill to a reporting unit, which Duke Energy defines as 
an operating segment or one level below an operating segment. 

Duke Energy is required to perform an annual goodwill impairment test at the reporting unit level as of the same date each year and, accordingly, performs its 
annual impairment testing of goodwill for all reporting units as of August 31 each year Duke Energy updates the test between annual tests if events or circumstances 
occur that would more likely than not reduce the fair value of a reporting unit below its carrying value The annual analysis of the potential impairment of goodwill 
requires a two step process Step one of the impairment test involves comparing the fair values of reporting units with their aggregate carrying values, including 
goodwill. If the carrying aniount of a reporting unit exceeds tlie reporting unit's fair value, step two must be performed to determine the amount. if any, of the goodwill 
impairment loss If the carrying amount is less than fair value, further testing of goodwill impairment is not performed Duke Energy did not record any impairment on 
its goodwill as a result of the 2008 or 2007 impairment tests 

Step two o i  the goodwill impairment test involves comparing the implied fair value of the reporting unit's goodwill against the carrying value of the goodwill Under 
step two, determining the implied fair value of goodwill requires the valuation of a reporting unit's identifiable tangible and intangible assets and liabilities as if the 
reporting unit had been acquired in a business combination on the testing date The difference between the fair value of the entire reporting unit as determined in step 
one and the net fair value of all identifiable assets and liabilities represents the implied fair value of goodwill The goodwill impairment charge. if any, would be the 
difference between lhe carrying amount of goodwill and the implied fair value of goodwill upon the completion of step two 

For purposes of the step one analyses, determination of reporting units' fair value was based on a combination of the income approach, which estimates the fair 
value of Duke Energy's reporting units based on estimated discounted future cash flows, and the market approach, which estimates the fair value of Duke Energy's 
reporting units based on market comparables within the utility and energy industries Based on completion of step one of the 2009 annual impairment tests, 
management determined that the fair values of all reporting units except for Commercial Power's non-regulated Midwest generation reporting unit. for which tlie carrying 
value of goodwill was approximately $890 million as of the annual impairment testing date were greater than their respective carrying values Accordingly, for only 
Commercial Powers non-regulated Midwest generation reporting unit, nianagement was required lo perform step two of the goodwill impairment test to determine the 
amount of the goodwill impairment 

Commercial Power's ion-regulated Midwest generation reporting unit includes nearly 4.000 MW of coal-fired generation capacity in Ohio dedicated to serve Ohio 
native load customers under the ESP through December 31.  201 1 These assels. as excess capacity allows also generate revenues through sales outside the native 
load customer base, and such revenue is termed non-native Additionally this reporling unit has approxinialely 3.600 MW of gas-fired generalion capacity in Ohio, 
Pennsylvania, Illinois and Indiana The businesses within Commercial P0wer.s non-regulated Midwesl generalion reporting unit operate in an unregulated environment in 
Ohio As a result. the operations within this reporting unit are subjected to competitive pressures that do not exist in any of Duke Energy's reglllaled jurisdictions 

Commercial Power's other businesses, including the wind generation assets are in a separate reporting unit for goodwill impairment testing purposes No 
impairment exists with respect to Commercial Power's wind generation assets 
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The fair value of the non-regulated Midwest generation reporting unit is impacted by a multitude of faclors, including current and forecasted customer demand, 
current and forecasted power and commodity prices, impact of the economy on discount rates, valuation of peer companies, competition, and regulatory and 
legislative developments Management's assumptions and views of these factors continually evolves, and such views and assumptions used in determining the step 
one fair value of the reporting unit in 2009 changed significantly from those used in the 2008 annual impairment test These factors had a significant impact on the 
risk-adjusted discount rate and other inputs used to value the non-regulated Midwest generation reporting unit. These factors significantly impacted management's 
valuation of the reporting unit, and consequently resulted in an approximate $371 million goodwill impairment charge in 2009 

As noted above, for purposes of the step one analyses, determination of the reporting units' fair values was based on a combination of the income approach, 
which estimates the fair value of Duke Energy's reporting unils based on discounted future cash flows, and the market approach, which estimates the fair value of 
Duke Energy's reporting units based on market comparables within the utility and energy industries Key assumptions used in the income approach analyses for the 
U S Franchised Electric and Gas reporting units include. but are not limited lo, the use of an appropriate discount rate, estimated future cash flows and estimated run 
rates of operation. maintenance, and general and administrative costs. In estimating cash flows, Duke Energy incorporates expected growth rates, regulatory stability 
and ability to renew contracts, as well as other factors, into its revenue and expense forecasts. 

Estimated future cash flows under the income approach are based lo a large extent on Duke Energy's internal business plan, and adjusted as appropriate for Duke 
Energy's views of market participant assumptions In addition to the factors noted above for the Commercial Power non-regulated Midwest generation reporting unit, 
Duke Energy's internal business plan reflects management's assumptions related to customer usage and attrition based on internal data and economic data obtained 
from third party sources, as well as projected commodity pricing data. The business plan assumes the occurrence of certain events in the future. such as the outcome 
of future rate filings, future approved rates of returns on equity, anticipated earnings/relurns related to significant future capital investments, continued recovery of 
cost of service and the renewal of certain contracts. Management also makes assumptions regarding the run rate of operation. maintenance and general and 
administrative costs based on the expected outcome of lhe aforemenlioned events. Should the actual outcome of some or all of these assumptions differ significantly 
from the current assumptions, revisions to current cash flow assumptions could cause the fair value of Duke Energy's reporting units to be significantly different in 
future periods 

One of the most significant assumplions that Duke Energy utilizes in determining the fair value of its reporting units under the income approach is the discount 
rate applied to the estimated future cash flows. Management determines the appropriate discount rate for each of its reporting units based on the weighted average 
cost of capital (WACC) for each individual reporting unit The WACC takes into account both the cost of equity and pre-tax cost of debt In calculating the WACCs, 
Duke Energy considered implied WACC's for certain peer companies in determining the appropriate WACC rates to use As each reporting unit has a different risk 
profile based on the nature of its operations, including factors such as regulation, the WACC for each reporting unit may differ. Accordingly, the WACCs were 
adjusted, as appropriate, to account for company specific risk premiums For example, transmission and distribution reporting units generally would have a lower 
company specific risk premium as they do not have the higher level of risk associated with owning and operating generation assets nor do they have significant 
construction risk or risk associated with potential fulure carbon legislation or carbon regulation The discount rates used for calculating the fair values as of August 31, 
2009 for each of Duke Energy's domestic reporting units were commensurate with the risks associaled with each reporting unit and ranged from 6 0% to 9 0%. For 
Duke Energy's international operations. a base discount rate of 8 5% was used, with specific adders used for each separate jurisdiction in which International Energy 
operates to reflect the differing risk profiles of the jurisdictions and countries This resulted in discount rates for the August 31, 2009 goodwill impairment test for the 
international operations ranging from approximately 9 5% to 13 5% 

Another significant assumption that Duke Energy utilizes in determining the fair value of its reporting units under the income approach is the long-term growth rate 
of the businesses for purposes of determining a terminal value at the end of the discrete forecast period A long-term growth rate of three percent was used in the 
valuations of all of the U S Franchised Electric and Gas reporting units, reflecting the median long-term inflation rate and the significant capital investments 
forecasted for all of the U S. Franchised Electric and Gas reporting units A long-term growth rate of two percent was used in the valuation of the Commercial Power 
non-regulated Midwest generation reporting unit given the finite lives of the unregulated generation power plants and current absence of plans to reinvest in the 
unregulated generation assets. 

These underlying assumptions and estimates are made as of a poinl i i i  lime; subseqlient changes, particularly changes in the discount rates or growth rates 
inherent in management's estimates of future cash flows, could result in a future impairment charge to goodwill Management continues to remain alert for any 
indicators that the fair value of a reporting unit could be below book value and wiJl assess goodwill for impairment as appropriate 

As discussed above, with the exception of the Commercial Power non-regulated Midwest generation reporling unit, the impairment tests as of August 31 ~ 2009 did 
not indicate that the fair value of any of Duke Energy s reporling units were less than its book value. For these reporting units. the estimated fair value of equity 
exceeded the carrying value of equity by over 15%. with the exceplioii of U S Franchised Elecfric and Gas's Ohio T&D reporling uiiit As of December 31, 2009, Ihe 
Ohio TBD reporting unit had a goodwill balance of approximalely $700 million Polenlial circumstances lliat could have a negalive effect on the lair value of the Ohio 
T&D reporting unit include additional declines in load volume forecasts, changes in the WACC, changes in the timing and/or recovery of and on investments in 
SmartGrid technology, and the success of future rate case filings 

As an overall test of the reasonableness of the estimated fair values of the reporting units. Duke Energy reconciled the combined fair value estimates of its 
reporting units lo its market capitalizalion as of August 31, 2009 The reconciliation confirmed that the fair values were reasonably representative of  market views when 
applying a reasonable control premium to Ihe market capilalization Additionally, Duke Energy would perform an interim impairment assessment should any events 
occur or circumstances change that would more likely than not reduce lhe fair value of a reporting unit below its carrying value Subseqiient to August 31, 2009, 
management did not identify any indicators of polential impairment that required an update to the annual impairment test The majority of Duke Energy's business is in 
environments that are either fully or partially rate-regdated In such environments. revenue requirements are adjusted periodically by regulators based on factors 
including levels of costs. sales volumes and costs of capital Accordingly. Duke Energy's regulated utilities operate to some degree with a buffer from the direct 
effects, positive or negative, of significant swings in market or economic conditions Additionally. with respect to the Commercial Power ion-regulated Midwest 
generation reporting unit. the Ohio generation assets have begun to be iiegalively impacted by increased competition However, tne effects of increased competition in 
Ohio were appropriately considered in the Augusl 31 2009 val~al ion of the reportiig unit. and subsequent to August 31, 2009 management did not identify any 
indicators of potenlial impairment that required an update to the annual impairment test I-lowever. management will continue to monitor changes in the business, as well 
as overall market conditions and economic factors that could require additional impairment tests 

Revenue Recognition 

electric and gas revenues earned when service has been delivered but not billed by the end of the accounting period Unbilled retail revenues are estimated by applying 
an average revenue per kilowatt-hour (kWh) or per Mcf for all customer classes to 

Revenues on sales of electricity and gas are recognized when either the service IS provided or the product is delivered Operating revenues include unbilled 
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the number of estimated kWh or Mcfs delivered but not billed Unbilled wholesale energy revenues are calculated by applying the contractual rate per megawatt-hour 
(MWh) to the number of estimated MWh delivered but not yet billed Unbilled wholesale demand revenues are calculated by applying the contractual rate per MW to the 
MW volume delivered but not yet billed The amount of unbiiled revenues can vary significantly from period to period as a result of numerous factors, including 
seasonality, weather, customer usage patterns and customer mix. Unbilled revenues, which are primarily recorded as Receivables on the Consolidated Balance Sheets 
and exclude receivables sold to Cinergy Receivables Company, LLC (Cinergy Receivables)* were approximately $460 million and $390 million at December 31, 2009 
and 2008, respectively. Additionally. Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana sell, on a revolving basis, nearly all of their retail accounts 
receivable and a portion of their wholesale accounts receivable and relaled collections to Cinergy Receivables, a bankruptcy remote, special purpose entity that is a 
wholly-owned limited liability company of Cinergy, a wholly-owned subsidiary of Duke Energy. The securitization transaction was structured to meet the criteria for sale 
accounting treatment under the accounting guidance for transfers and servicing of financial assets and, accordingly, the transfers of receivables are accounted for as 
sales. Receivables for unbilled retail and wholesale revenues of approximately $238 million and $266 million at December 31, 2009 and 2008, respectively, were 
included in the sales of accounts receivables to Cinergy Receivables Effective January 1. 2010, Duke Energy began consolidating Cinergy Receivables as a result 
of the adoption of new accounting rules, under which the criteria for sale accounting treatment is not met. 

Account ing for Loss Contingencies 

Duke Energy is involved in certain legal and environmental matters that arise in the normal course of business. In the preparation of its consolidated financial 
Statements, management makes judgments regarding the future outcome of contingent events and records a loss contingency when it is determined that it is probable 
that a loss has occurred and the amount of the loss can be reasonably estimated. Management regularly reviews current information available to determine whether 
such accruals should be adjusted and whether new accruals are required. Estimating probable losses requires analysis of multiple forecasts and scenarios that often 
depend on judgments about potential actions by third parties. sllch as federal, state and local courts and other regulators. Contingent liabilities are often resolved over 
long periods of time Amounts recorded in the consolidated financial statements may differ from the actual outcome once the contingency is resolved, which could 
have a material impact on future results of operations, financial position and cash flows of Duke Energy 

Duke Energy has experienced numerous claims for indemnification and medical cost reimbursement relating to damages for bodily injuries alleged to have arisen 
from the exposure to or use of asbestos in connection with construction and maintenance activities conducted by Duke Energy Carolinas on its electric generation 
plants prior to 1985 

Amounts recognized as asbestos-related reserves related to Duke Energy Carolinas in the Consolidated Balance Sheets totaled approximately $980 million and 
$1,031 million as of December 31, 2009 and 2008 respectively. and are classified in Ofher wifhin Deferred Credits and Other Liabilities and Other within Current 
Liabilities. These reserves are based upon the minimum amount in Duke Energy's best estimate of the range of loss for current and future asbestos claims through 
2027. Management believes that it is possible there will be additional claims filed against Duke Energy Carolinas after 2027. In light of the uncertainties inherent in a 
longer-term forecast, management does not believe that they can reasonably estimate the indemnity and medical costs that might be incurred after 2027 related lo 
such potential claims Asbeslos-relaled loss estimates incorporate anticipated inflation, if applicable, and are recorded on an undiscounted basis These reserves are 
based upon current estimates and are subject to greater uncertainty as the projection period lengthens. A significant upward or downward trend in the number of claims 
filed, the nature of the alleged injury, and the average cost of resolving each such claim could change our estimated liability, as could any substantial adverse or 
favorable verdict at trial. A federal legislative solution, further state tort reform or structured settlement transactions could also change the estimated liability Given 
the uncertainties associated with projecting matters into the future and numerous other factors outside our control, management believes that it is possible Duke 
Energy Carolinas may incur asbestos liabilities in excess of the recorded reserves 

Duke Energy has a third-party insurance policy to cover certain losses related to Duke Energy Carolinas' asbestos-related injuries and damages above an 
aggregate self insured retention of $476 million Duke Energy Carolinas' cumulative payments began to exceed the self insurance retention on its insurance policy 
during the second quarter of 2008 Future payments up to the policy limit will be reimbursed by Duke Energy's third party insurance carrier The insurance policy limit 
for potential future insurance recoveries for indemnification and medical cost claim payments is $1,051 million in excess of the self insured retention. Insurance 
recoveries of approximately $984 million and S1,032 million related to this policy are classified in the Consolidated Balance Sheets in Other within Investments and 
Other Assets and Receivables as of December 31. 2009 and 2008, respectively Duke Energy is not aware of any uncertainties regarding the legal sufficiency of 
insurance claims Management believes the insurance recovery asset is probable of recovery as the insurance carrier continues to have a strong financial strength 
rating 

For further information, see Note 16 to the Consolidated Financial Statements, Commitments and Contingencies." 

Accounting for Income Taxes 

recorded against Duke Energy's net deferred tax assets, if any 
Significant management judgment is required in determining Duke Energy's provision for income taxes. deferred tax assets and liabilities and the valuation 

Deferred tax assets and Iiabililres are recognized for the fulure tax consequences attributable to differences between the book basis and tax basis of assets and 
liabilities Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary 
differences are expected to be recovered or settled The probability of realizing deferred tax assets is based on forecasts of future taxable income and the use of tax 
planning that could impact the ability to realize deferred tax assets If future utilization of deferred tax assets is uncertain, a valuation allowance may be recorded 
against certain deferred tax assets 

In assessing the likelihood of realization 01 deferred tax assets, management considers estimates of the amount and character of future taxable income. Actual 
income taxes could vary from estimated amounts due to tlie impacts of various items. including changes to income tax laws, Duke Energy's forecasted financial 
condition and results of opera!ions in future periods. as well as resulls of audits and examinations of filed tax re!urns by taxing authorilies Although management 
believes current eslirnates are reasonable, actual results could differ from these estimates 

Significant judgment is also required 111 computing Duke Energy's quarterly effective tax rate (ETR) ETR calculations are revised each quarter based on the best 
full year tax assumptions available at tlial lime tncludtng. but not limited to. income levels. deductions and credits In accordance with interim tax reporting rules, a tax 
expense or benefit is recorded every quarter to adjust for Ihe diflerence in lax expense computed based on the actual year-to-date ETR versus the forecasted annual 
ETR 

With the adoption of new income tax accounting guidance on January 1.  2007, Duke Energy began recording unrecognized tax benefits for positions taken or 
expected to be taken on tax returns, including t l ie decision to exclude certain income or transactions from a return. when a more-likely-than-tiot threshold is met for a 
tax position and management believes tlial tlie position will be sustained upon examination by the taxing authorities. Duke Energy records !he largest amount of the 
unrecognized tax benefit that is greater than 50%, likely of being realized upon settlement Management evaluates each position based solely on the technical merits 
and facts and circumstances of the position assuming the position will be examined by a taxing authority having full knowledge of all relevant information Significant 
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management judgment is required to determine whether the recognition threshold has been met and, if so. the appropriate amount of unrecognized tax benefits to be 
recorded in the Consolidated Financial Statements Management reevaluates tax positions each period in which new information abolJl recognition or measurement 
becomes available 

Undistributed foreign earnings associated with International Energy's operations are considered indefinitely reinvested, thus no US.  tax is recorded on such 
earnings This assertion is based on management's determination that the cash held in International Energy's foreign jurisdictions is not needed to fund the operations 
of its U S operations and that International Energy either has invested or has plans to reinvest such earnings. While management currently plans to indefinitely 
reinvest all of International Energy's unremitted earnings, should circumstances change, Duke Energy may need to record additional income tax expense in the period 
in which such determination changes 

For further informalion, see Note 6 to the Consolidated Financial Statements, "Income Taxes " 

Pension and Other Post-Retirement Benefits 

Changes in these assumptions can result in different expense and reported liability amounts. and future actual experience can differ from the assumptions. Duke 
Energy believes that the most critical assumptions for pension and other post-retirement benefits are the expected long-term rate of return on plan assets and the 
assumed discount rate Additionally, medical and prescription drug cost trend rate assumptions are critical to Duke Energy's estimates of other post-retirement 
benefits. 

The calculation of pension expense, other posl-retirement benefit expense and pension and other post-retirement liabililies require the use of assumptions. 

Funding requirements for defined benefit (DE) plans are determined by government regulations. Duke Energy made voluntary contributions to its DE retirement 
plans of approximately $800 million in 2009, zero in 2008 and $350 million in 2007 Additionally, during 2007, Duke Energy contributed approximately $62 million to its 
other post-retirement benefit plans 

Duke Energy Plans 

Duke Energy and its subsidiaries (including legacy Cinergy btJSineSSeS) maintain non-contributory defined benefit retirement plans (Plans). The Plans cover most 
U.S. employees using a cash balance formula Under a cash balance formula, a plan participant accumulates a retirement benefit consisting of pay credits that are 
based upon a percentage (which may vary with age and years of service) of current eligible earnings and current interest credits. Certain legacy Cinergy employees 
are covered under plans that use a final average earnings formula. Under a final average earnings formula, a plan participant accumulates a retirement benefit equal to 
a percentage of their highest 3-year average earnings, plus a percentage of their highest 3-year average earnings in excess of covered compensation per year of 
participation (maximum of 35 years), plus a percentage of their highest 3-year average earnings times years of participation in excess of 35 years. Duke Energy also 
maintains non-qualified, non-contributory defined benefit retirement plans which cover certain executives. 

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

Duke Energy recognized pre-tax qualified pension cost of $6 million in 2009. In 2010, Duke Energy's pre-tax qualified pension cost is expected to be 
approximately $30 million higher than in 2009 as a result of an increase in net actuarial loss amortization in 2010, primarily attributable to the effect of negative actual 
returns on assets from 2008 Duke Energy recognized pre-tax nonqualified pension cost of $13 million and pre-tax other post-retirement benefits cost of $34 million, in 
2009. In 2010, pre-tax non-qualified pension cost and pre-tax other post-retirement benefits costs are expected to remain approximately the same as 2009 

For both pension and other post-retirement plans, Duke Energy assumed that its plan's assets would generate a long-lerm rate of return of 8.5% as of 
December 31, 2009 The assets for Duke Energy's pension and other post-retirement plans are maintained in a master trust. The investment objective of the master 
trust is to achieve reasonable returns on trust assets. subject lo a prudent level of portfolio risk, for the purpose of enhancing the security of benefits for plan 
participants The asset allocation target was set after considering the inveslment objective and the risk profile with respect Io the trust. U.S equities are held for theii 
high expected return. Non4.S. equities, debt securities, and real estate are held for diversification Investments within asset classes are to be diversified to achieve 
broad market participation and reduce the impact of individual managers or investments Duke Energy regularly reviews its actual asset allocation and periodically 
rebalances its investments to its targeted allocation when considered appropriate Duke Energy also invests other post-retirement assets in the Duke Energy 
Corporation Employee Benefits Trust (VEBA I) and the Duke Energy Corporation Post-Retirement Medical Benefits Trust (VEBA 1 1 ) .  The investment objective of the 
VEBAs is to achieve sufficient returns, subject to a prudent level of portfolio risk, for the purpose of promoting the security of plan benefits for participants The 
VEBAs are passively managed. 

The expected long-term rate of return of 8 5% for the plan's assets was developed using a weighted average calculation of expected returns based primarily on 
future expected returns across asset classes considering the use of active asset managers The weighted average returns expected by asset classes were 3 2% for 
U.S equities, 2 0% for Non-U S equities. 1 0% for Global equities. 2 0% for fixed income securities, and 0 3% for real estate 

Duke Energy discounted its future U S pension and other post-retirement obligations using a rate of 5 50% as of December 31, 2009. Duke Energy determines 
the appropriate discount based on a yield curve approach. Under Ihe yield curve approach, expected fulure benefit payments for each plan are discounted by a rate on 
a third-party bond yield curve corresponding to each duration. The yield curve is based on a bond universe of AA and AAA-rated long-term corporate bonds A single 
discounl rate is calculated lhal would yield the same present value as the sum of the discounted cash flows 

Future changes in plan asset returns, assumed discount rates and various other factors related lo the participants in Duke Energy's pension and post-retirement 
plans will impact Duke Energy's future pension expense and liabilities Management cannot predict with certainty what these factors will be in the future The following 
table presenls the approximate effect on Duke Energy's 2009 pre-lax pension expense, pension obligation and olher post-benefit obligation if a 0.25% change in rates 
were to occur. 

Qualif ied Pension Plans Other Post-Retirement Plans 

-0.25% + W / o  -0.25% 

[ in  mi l l ions) 

Effect on 2009 pension expense (pre-tax) 

Expected long-term rate of return S ( 1 1 )  $ 11 $ ( 1 )  $ 1 
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Qualified Pension Plans Other Post.Retirement Plans 

Discount rate 

Effecl on benefit obligation, at December 31, 2009 Discount rate 

-0.25% -0.25% 

(in mi l l ions) 

$ (2) $ 2 $ (1) $ 1 

(99) 99 (17) 17 

Duke Energy's U.S. post-retirement plan uses a medical care trend rate which reflects the near and long-term expeclalion of increases in medical health care 
costs. Duke Energy's U.S. post-retirement plan uses a prescription drug trend rate which reflects the near and long-term expectation of increases in prescription drug 
health care costs. As of December 31, 2009, the medical care trend rates were 8.50%. which grades to 5 00% by 2019 As of December 31. 2009, the prescriplion drug 
trend rate was 11 00%, which grades to 5.00% by 2024. The following table presents the approximate effect on Duke Energy's 2009 pre-tax other post-retirement 
expense and other post-benefit obligation if a 1% point change in the health care trend rate were to occur: 

Other Post-Retirement Plans 

+l.D% 
-1.0% 

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

For further information, see Note 20 to the Consolidated Financial Statements, Employee Benefit Plans 

( in mi l l ions) 

5 3  $ (2) 
38 (34) 

LIQUIDITY AND CAPITAL RESOURCES 

Known Trends and Uncertainties 

jurisdictions and is forecasted to be used lo fund the operations of and investments in lnternalional Energy. To fund its liquidity and capital requirements during 2010, 
Duke Energy will rely primarily upon cash flows from operations, borrowings, equity issuances to fund the dividend reinvestment plan (DRIP) and other internal plans 
and its existing cash and cash equivalents. The relatively stable operating cash flows of the U.S Franchised Electric and Gas business segment compose a 
substantial portion of Duke Energy's cash flows from operations and i t  is anticipated that it will continue lo  do so for the next several years A malerial adverse change 
in operations, or in available financing, could impact Duke Energy's ability lo fund its current liquidity and capital resource requirements 

At December 31, 2009. Duke Energy had cash and cash equivalents of approximately $1 5 billion, of which approximately $600 million is held in foreign 

Ultimate cash flows from operations are subject to a number of factors, including, but not limited to. regulatory constraints, economic trends and market volatility 
( see  Item 1A. "Risk Faclors" for details). 

Duke Energy projects 2010 capilal and investmenl expenditures of approximately $5 2 billion, primarily consisting of: 

* 

* 

- 
* 

Duke Energy continues to focus on reducing risk and positioning its business for future success and will Invest principally in its strongest business sectors Based 
on this goal, approximately 80% of total projecled 2010 capital expenditures are allocated to the U S. Franchised Electric and Gas segment. Total U.S Franchised 
Eleclric and Gas projecled 2010 capital and investment expenditures include approxiniately $2 3 billion for system growth, $1 6 billion for maintenance and upgrades of 
existing plants and infrastructure to serve load growth, approximately $0 2 billion of nuclear fuel and approximately $0 1 billion of environmental expenditures 

$4 2 billion at U S Franchised Electric and Gas 

$0.6 billion at Commercial Power 

$0.2 billion at International Energy and 

$0 2 billion at Other 

With respect to the 2010 capital expenditure plan, Duke Energy has flexibility within its $5 2 billion budget lo defer or eliminate certain spending should the broad 
economy continue to deteriorate Of the $5 2 billion budget, approximately 52 9 billion relates to projects for which management has committed capital, including, but 
not limited to. the continued construction of Cliffside Unil 6 and the Edwardsport IGCC plant, and management intends Lo spend those capital dollars in 2010 
irrespective of broader economic factors Approximately $2 1 billion of projecled 2010 capital expenditures are expected lo be used primarily for overall system 
maintenance. customer connections and corporate expenditures Allhough these expenditllres are ultimately necessary to ensure overall system maintenance and 
reliability, the timing of the expenditures may be influenced by broad economic conditions and customer growth. thus management has more flexibility in terms of when 
these dollars are aclually spent. The remaining planned 2010 capital expenditures of approximately $0 2 billion are of a discretionary nature and relate to growth 
opportunities in which Duke Energy may invest, provided there are opportunities Io meet return expectations 

As a result of Duke Energy's significant commitment to modernize its generating flee! through the construclion of new units. as well as its focus on increasing its 
renewable energy portfolio. the ability to cost effectively manage the conslruclion phase of current and future prolecls is critical to ensuring full and timely recovery 
of costs of construction within its regulated operations Should Duke Energy encounter 
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significant cost overruns above amounts approved by the various stale commissions, and those amoiints are disallowed for recovery in rates, future cash flows and 
results of operations could be adversely impacted 

Duke Energy anticipates its debt to total capitalization ratio to remain at approximately 44% in 2010. In 2010, Duke Energy currently anticipates issuing additional 
net debt of approximately $1.7 billion at the operating subsidiary level, primarily for the purpose of funding capital expenditures Due to the flexibility in the timing of 
projected 2010 capital expenditures, the timing and amount of debt issuances throughout 2010 could be influenced by changes in the timing of capilal spending. 
Additionally. Duke Energy plans to generate approximalely $400 million of cash from the issuance of common stock under its DRIP and other internal plans 

Duke Energy has access to unsecured revolving credit facilities, which are not restricted upon general market conditions, with aggregate bank commitments of 
approximately $3.14 billion. At December 31, 2009. Duke Energy has available borrowing capacity of approximately $1.9 billion under this facility. Management 
currently believes that amounts available under its revolving credit facility are accessible should there be a need to generate additional short-term financing in 2010, 
such as the issuance of commercial paper; however, due to the sustained downturn in overall economic conditions. specifically in the financial services sector, there is 
no guarantee that commitments provided by financial institutions under the revolving credit facility will be available if needed. Management expects that cash flows 
from operations, issuances of debt and cash generated from the issuance of common stock under the DRIP and other internal plans will be sufficient lo cover the 
20 10 funding requirements related to capital and investments expenditures and dividend payments 

Duke Energy monitors compliance with all debt covenants and restrictions and does not currently believe it will be in violation or breach of its significant debt 
covenants during 2010. However, circumstances could arise that may alter that view. If and when management had a belief that such potential breach could exist. 
appropriate action would be taken to miligale any such issue. Duke Energy also maintains an active dialogue with the credit raling agencies. 

Operating Cash Flows 

increase in cash provided by operating activities was driven primarily by: 
Net cash provided by operating activities was $3,463 million in 2009, compared to $3,328 million in 2008, an increase in cash provided of S 135 million. The 

* Excluding the impacts of non-cash impairment charges, net income increased during the year ended December 31, 2009 compared to the same period in 2008, 
and 

Changes in traditional working capital amounts due to timing of cash receipts and cash payments, principally a net increase in cash from taxes of 
approximately $740 million. partially offset by an increase in coal inventory, partially offset by 

* 

- 
Net cash provided by operating activities was $3,328 million in 2008, compared to $3,208 million in 2007, an increase in cash provided of 5120 million The 

An approximate $800 million increase in contributions to company sponsored pension plans 

increase in cash provided by operating activities was driven primarily by: 

- 
- 

An approximate $412 million decrease in contributions to Duke Energy's pension plan and other post retirement benefit plans, partially offset by 

Net income of $1,362 million in 2008 compared to $1,500 million in 2007 

Invest ing Cash Flows 

Net cash used in investing activities was $4,492 million in 2009, $4,61 1 million in 2008, and $2,151 million in 2007 

The primary use of cash related to investing activities is capital, investment and acquisition expenditures. detailed by reporlable business segment in the following 
table 

Capital, Investment and Acquisit ion Expenditures by Business Segment 

Years Ended December 31, 

2009 2008 2007 

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

[ i n  mi l l ions) 

$ 3.560 $ 3.650 $ 2,613 
688 870 442 
128 161 74 
181 24 1 153 

S 4,557 $ 4,922 $ 3,282 
- -- _.___ --- 

The decrease in cash used in investing activities in 2009 as compared to 2008 is primarily due lo the following: 

* 

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

* 

An approximate $365 million decrease in capital, investment and acquisition expenditures. due primarily to 2008 acquisitions discussed below 

An approximate $125 million decrease in proceeds from available-for-sale securities. net of purchases due to net purchases of approximately $25 million in 
2009 compared to net proceeds of approximately $100 million in 2008, 

An approximate S70 million decrease in net emission allowance activity, reflecting net purchases in 2009 compared to net sales in 2008, and 

An approximate $30 million decrease in proceeds from asset sales 

* 

. 
The increase in cash used in investing activities in 2008 as compared to 2007 is primarily due to the following: 

. An approximate S 1,640 million increase in capital and investment expenditures, due primarily to capital expansion projecls. llie acquisition of Catamount 
(approximately $245 million) and the purchase of a portion of Saluda River Electric Cooperative (Saluda). Inc s ownership interest in the Calawba Nuclear 
Station in 2008 (approximately $1 50 million), 

An approximale 5875 million decrease in proceeds from available-lor-sale securities. net of purchases. due to net proceeds of approximately $100 niillion in 
2008 compared lo net proceeds of approximately $975 million in 2007, primarily as a result of investing 
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excess cash obtained from the issuances of debt during 2008 versus utilizing short-term investments as a source of cash in 2007, and 

An approximate S60 million decrease in proceeds from asset sales. * 

These increases in cash used were partially offset by the following: 

* An approximate $100 million increase in proceeds from the sale of emission allowances, net of purchases 
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Financing Cash Flows and Liquidi ty 

coverage ratio. calculated using Securilies and Exchange Commission (SEC) guidelines, was 3 0 times for 2009, 3 4 times for 2008, and 3.7 times for 2007 
Duke Energy's consolidated capital slruclure as of December 31, 2009, including short-term debt, was 44% debt and 56% common equity The fixed charges 

Net cash provided by financing activities was $1,585 million in 2009 compared to $1,591 million in 2008, a decrease in cash provided of $6 million The change 
was due primarily to the following: 

- 
- 
These decreases in cash provided were partially offset by: 

- 
- 

An approximate $475 million decrease due to the repayment of the Duke Energy Ohio credit facility drawdown and outstanding commercial paper, and 

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

An approximate $385 million increase in proceeds from the issuances of common stock primarily related to the DRIP and other internal plans, and 

An approximate $210 million increase in proceeds from issuances of long-term debt, net of redemptions, as a result of net issuances of approximately $2.875 
million during 2009 as compared to net issuances of approximately $2.665 million during 2008 

Net cash provided by financing activilies was 51,591 million in 2008 compared to $1,327 million of cash lJSed in 2007, an increase in cash provided of $2,918 

An approximate $3,090 million increase in proceeds from issuances of long-term debt, net of redemptions, as a result of net issuances of approximately 
$2.665 million during 2008 as compared to net repaymenls of approximately $425 million during 2007, 

An approximate $400 million increase due to the distribution of cash in 2007 related to the spin-off of Spectra Energy, 

An approximate $1 10 million increase due to paymenls for the redemplion of convertible notes in 2007, and 

An approximate $80 million increase in proceeds from the issuances of common stock primarily related to the DRIP and other internal plans 

million The change was due primarily lo the following: 

* 

* 

* 

- 
These increases were partially offsel by: 

* An approximate $690 million decrease in proceeds from issuances of notes payable and commercial paper, net of repayments, and 

An approximate $50 million increase in dividends paid in 2008 

Significant Financing Activifies-Year Ended 2009 Duke Energy issues shares of its common stock to meet certain employee benefit and long-term incentive 
obligations. Beginning in the fourth quarter of 2008, Duke Energy began issuing authorized but unissued shares of common stock to fulfill obligations under its DRIP 
and other internal plans, including 401(k) plans Proceeds from all issuances of common slock, primarily related to the DRIP and other employee benefit plans, 
including employee exercises of stock oplions, were approximately $519 million in 2009 

During the year ended December 31, 2009, Duke Energy's total dividend per share of common stock was $0 94, which resulted in dividend payments of 
approximately S 1,222 million. 

In December 2009, Duke Energy Ohio issued $250 million principal amounl of first mortgage bonds, which carry a fixed interest rate of 2 10% and mature 
June 15, 2013. Proceeds from this issuance, logether with cash on hand, were used lo repay Duke Energy Ohio's borrowing under Duke Energy's master credit 
facility In conjunction with this debt issuance, Duke Energy Ohio entered into an interest rate swap agreement that converted interest on this debt issuance from the 
fixed coupon rate to a variable rate The initial variable rate was set at 0 31% 

In November 2009, Duke Energy Carolinas issued $750 million principal amount of first mortgage bonds, which carry a fixed interest rate of 5 30% and mature 
February 15, 2040 Proceeds from lhis issuance will be used to fund capital expenditures and general corporale purposes, including the repayment at maturily of $500 
million of senior notes and first mortgage bonds in the first half of 2010 

In October 2009. Duke Energy Indiana refunded $50 million of lax-exempl variable-rale demand bonds through the issuance of $50 million principal amount of lax- 
exempt lerm bonds, which carry a fixed interest rate of 4.95% and mature October 1, 2040. The tax-exempt bonds are secured by a series of Duke Energy Indiana's 
first mortgage bonds 

In September 2009. Duke Energy Ohio and Duke Energy Indiana repaid and immediately re-borrowed approximately $279 million and $123 million, respectively, 
under Duke Energy's master credit facility 

In September 2009, Duke Energy Carolinas converted $77 million of tax-exempt variable-rale demand bonds to tax-exempt term bonds, which carry a fixed 
inleresl rate of 3 60% and mature February 1, 2017. In connection with the conversion. llie lax-exempt bonds were secured by a series of Duke Energy Carolinas' first 
mortgage bonds 

In September 2009. Duke Energy Kentucky issued $100 million of senior debenlures which carry a fixed interest rate of 4 65% and mature October 1. 2019 
Proceeds from Ihe issuance were used to repay Duke Energy Kentucky's borrowings under Duke Energy's master credit facilily. to replenish cash used to repay $20 
million principal amount of debt due September 15, 2009 and for general corporate purposes 

In Augusl 2009, Duke Energy issued $1 billion principal amount of senior notes. of which $500 million carry a fixed interest rale of 3 95% and mature 
September 15, 2014 and S500 million carry a fixed interest rate of 5 05% and mature September 15, 2019 Proceeds from the issuance were used to redeem 
commercial paper, to fund capital expenditures in Duke Energy's unregulated businesses in the tJ S and for general corporate purposes 

In Juiie 2009. Duke Energy Indiana refunded 555 million of tax-exenipt variable-rate demand bonds Llirough Ihe issuance of S55 million principal amounl of lax- 
exempt term bonds due Augusl 1, 2039, which carry a fixed interest rale of 6 00% and are secured by a series of Duke Energy Indiana's first morlgage bonds The 
refunded bonds were redeemed July 1. 2009 

In March 2009, Duke Energy Ohio issued $450 million principal amount of first mortgage bonds, which carry a fixed interest rate of 5 45% and mature April 1, 
2019 Proceeds from this issuance were used to repay short-term notes and for general corporate purposes, including funding capital expenditures 

In March 2009. Duke Energy Indiana issued $450 million principal aniounl of first niorlgage bonds, which carry a fixed interest rate of 6 45% and malure April 1. 
2039 Proceeds from this issuance were used lo fund capital expenditures. to replenish cash used to repay 597 million of senior notes which matured on March 15, 
2009 to fund the repayment at maturity of $125 million of first mortgage bonds due July 15. 2009. and for general corporate purposes, including the repayment of 
short-term notes 



In January 2009, Duke Energy issued $750 million principal amount of 6.30% senior notes due February 1, 2014 Proceeds from the issuance were used to 
redeem commercial paper and for general corporate purposes. 

In January 2009, Duke Energy Indiana refunded $271 million of tax-exempt auction rate bonds through the issuance of $271 million of tax-exempt variable-rate 
demand bonds, which are supported by direct-pay letters of credit, of which $144 million had initial rates of 0 7% reset on a weekly basis with $44 million maturing May 
2035, $23 million maturing March 2031 and $77 million maturing December 2039 The 

54 



Table of Contents 

PART II 

remaining $127 million had initial rates of 0 5% reset on a daily basis with $77 million maturing December 2039 and $50 million maturing October 2040 

Significanf Financing Acfivifies-Year Ended 2008 Duke Energy issues shares of its common stock to meet certain employee benefit and long-term incentive 
obligations Beginning in the fourth quarter of 2008. Duke Energy began issuing authorized but unissued shares of common stock to fulfill obligations under its DRIP 
and other internal plans, including 401(k) plans Proceeds from all issuances of common stock. primarily related to the DRIP and other employee benefit plans, 
including employee exercises of stock options. were approximately $133 million in 2008 

During the year ended December 31, 2008, Duke Energy's total dividend per share of common stock was $0 90. which resulted in dividend payments of 
approximately $1,143 million. 

In December 2008, Duke Energy Kentucky refunded 550 million of tax-exempt auction rate bonds through the issuance of $50 million of tax-exempt variable-rate 
demand bonds, which are supported by a direct-pay letter of credit The variable-rate demand bonds, which are due August I .  2027, had an initial interest rate of 0 65% 
which is reset on a weekly basis 

In November 2008, Duke Energy Carolinas issued 5900 million principal amount of first mortgage bonds, of which 5500 million carry a fixed interest rate of 7.00% 
and mature November 15, 2018 and $400 million carry a fixed interest rate of 5.75% and mature November 15, 2013. The net proceeds from issuance were used to 
repay amounts borrowed under the master credit facility, to repay senior notes due January 1 .  2009. to replenisli cash used lo repay senior notes al  their scheduled 
maturity in October 2008 and for general corporate purposes. 

In October 2008. International Energy issued approximately $153 million of debt in Brazil, of which approximately $ 1  12 million mature in September 2013 and carry 
a variable interest rate equal to the Brazil interbank rate plus 2.15%. and approximately $41 million mature in September 2015 and carry a fixed interest rate of 11.6% 
plus an annual inflation index International Energy used these proceeds to pre-pay existing long-term debt balances. 

In September 2008, Duke Energy and its wholly-owned subsidiaries, Duke Energy Carolinas, Duke Energy Ohio. Duke Energy Indiana and Duke Energy Kentucky, 
borrowed a total of approximately $1 billion under Duke Energy's master credit facility. For additional information, see "Available Credit Facilities and Restrictive Debt 
Covenants" below 

In August 2008. Duke Energy Indiana issued $500 million principal amount of first mortgage bonds, which carry a fixed interest rate of 6.35% and mature 
August 15, 2038 Proceeds from this issuance were used to fund capital expenditures and for general corporale purposes, including the repayment of short-term noles 
and to redeem first mortgage bonds maturing in September 2008 

In June 2008, Duke Energy issued $500 million principal amount of senior notes, of which 5250 million carry a fixed interest rate of 5 65% and mature June 15, 
2013 and $250 million carry a fixed interest rate of 6 25% and mature June 15. 2018. Proceeds from the issuance were used to redeem commercial paper, to fund 
capital expendilures in Duke Energy's unregulated businesses in the U S and for general corporate purposes. 

In April 2008. Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which $300 million carry a fixed interest rate of 5 10% and 
mature April 15, 2018 and $600 million carry a fixed interest rate of 6 05% and mature April 15. 2038. Proceeds from the issuance were used to fund capital 
expenditures and for general corporate purposes In anticipation of this debt issuance, Duke Energy Carolinas executed a series of interest rate swaps in 2007 to lock 
in the market interest rates at that time. The value of these interest rate swaps, which were terminated prior to issuance of the fixed rate debt, was a pre-tax loss of 
approximately $23 million This amount was recorded as a component of Accumulated Other Comprehensive Loss and is being amortized as a component of Interest 
Expense over the life of the debt 

In April 2008, Duke Energy Carolinas refunded $100 million of tax-exempt auction rate bonds through the issuance of $100 million of tax-exempt variable-rate 
demand bonds, which are supported by a direct-pay letter of credit. The variable-rate demand bonds, which are due November 1, 2040. had an initial interest rate of 
2 15% which will be reset on a weekly basis 

In January 2008. Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which S400 million carry a fixed interest rate of 5 25% 
and mature January 15, 2018 and $500 million carry a fixed interest rate of 6 00% and mature January 15, 2038. Proceeds from the issuance were used to fund capital 
expendilures and for general corporate purposes, including the repayment of commercial paper In anticipation of this debt issuance, Duke Energy Carolinas execuled 
a series of interest rate swaps in 2007 to lock in the market interest rates at that time The value of these interest rate swaps, which were terminated prior to issuance 
of the fixed rate debt. was a pre-tax loss of approximately $18 million. This amount was recorded as a component of Accumulated Other Comprehensive Loss and is 
being amortized as a component of Interest Expense over the life of the debt. 

Significanf Financing Acffvrfies-Year Ended 2007 Duke Energy issues shares of its common stock to meet certain employee benefit and long-term incentive 
obligations Proceeds from all issuances of common stock, primarily related to employee benefit plans, including employee exercises of stock options, were 
approximately $50 million in 2007 

During the year ended December 31. 2007, Duke Energy's total dividend per share of common stock was $0 86. which resulted in dividend payments of 
approximately 5 1,089 millioii 

In December 2007. Duke Energy Ohio issued $140 million in tax-exempt floating-rate bonds The bonds are structured as insured auction rate securities subject to 
an auction process evcry 35 days and bear a final maturity of 2041 The initial interest rate was set at 4 85% The bonds were issued through the Ohio Air Quality 
Development Authority to fund a portion of the environn~ental capital expenditures at the Conesville. Stuart and Killen Generation Stations in Ohio 

In November 2007. Duke Energy Carolinas issued $100 million iri tax-exempt floating-rate bonds The bonds are structured as insured auction rate securities 
subject to an auction process every 35 days and bear a final maturity of 2040 The initial interest rate was set at 3 65% The bonds were issued through the North 
Carolina Capilal Facilities Finance Agency to fund a portion of the environmental capital expenditures at the Belews Creek and Allen Steam Stations 

In June 2007. Duke Energy Carolinas issued 5500 niillion principal amount of 6.10% senior unsecured notes due .lune 1, 2037 The net proceeds from the 
issuance were used to redeem commercial paper that was issued to repay the outstanding $249 million 6 6% Insured Quarlerly Senior Notes due 2022 on April 30 2007 
and approximately $1 10 million of convertible debt discussed below The remainder was used for general corporate purposes 

On May 15, 2007, substantially all of the holders of the Duke Energy convertible senior notes required Duke Energy to repurchase the balance then outstanding at 
a price equal to 100% of the principal amount plus accrued interest In May 2007. Duke Energy repurchased approximately $1 IO million of Ihe convertible senior notes 

On January 2. 2007. Duke Energy completed the spin-off of the natural gas businesses In conneclion with this transaction. D u k e  Energy distributed all the 
shares of Spectra Energy to Duke Energy shareholders The distribution ratio approved by Duke Energy's Board of Directors was one-half share of Spectra Energy 
stock for each share of Duke Energy slock 

Available Credif Facrlifies arid Resfrfclive Debf Covenaiifs The total capacity under Duke Energy's master credit facility. which expires in June 2012, is 
approximately $3 14 billion The credit facility contains an option allowing borrowing up to the full amount of the facility on the day of initial expiralioii for up to one 



year Duke Energy and its wholly-owned subsidiaries. Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky (collectively 
referred to as the borrowers), each have borrowing capacity under the master credit 
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facility up to specified sub limits for each borrower However, Duke Energy has the unilateral ability to increase or decrease the borrowing sub limits of each borrower, 
subject to per borrower maximum cap limitations. at any time The amount available under the master credit facility has been reduced by draw downs of cash and the 
use of the master credit facility to backstop the issuances of commercial paper, letters of credit and certain tax-exempt bonds 

Master Credit Facil ity Summary as of December 31,2009 (in mill ions) la) 

Draw Available 
Credi t  Down o n  Tax- Total Credi t  
Facil ity Commercial Credit Letters of Exempt Amount Faci l i ty  

Capacity Paper Facil ity Credi t  Bonds Ut i l ized Capacity 

Duke Energy Corporation 
$3,137 multi-year syndicatedIb)lc) $ 3,137 $450 $397 S I 2 1  $285 $1,253 $1,884 

(a) 

(b) 
(c) 

This summary excludes certain demand facilities and committed facilities that are insignificant in size or which generally support very specific requirements. which 
primarily include facilities that backstop various outstanding tax-exempt bonds 
Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower 
Contains sub limits at December 31, 2009 as follows: $1,097 million for Duke Energy, $840 million for Duke Energy Carolinas. $650 million for Duke Energy Ohio, 
$450 million for Duke Energy Indiana and $100 million for Duke Energy Kentucky 

The loans under the master credit facility are revolving credit loans that currently bear interest at one-month London Interbank Offered Rate (LIBOR) PIUS an 
applicable spread ranging from 19 to 23 basis points The loan for Duke Energy, which was approximately $274 million at December 31, 2009, has a stated maturity of 
June 2012. while the loan for Duke Energy Indiana. which was approximately $123 million at December 31, 2009. had a stated maturity of September 2009; however, 
the borrowers have the ability under the master credit facility to renew the loans due in September 2009 on an annual basis up through the date the master credit 
facility matures in June 2012. As a result of these annual renewal provisions, in September 2009. Duke Energy Indiana repaid and immediately re-borrowed 
approximately $123 million under the master credit facility Duke Energy and Duke Energy Indiana have the intent and ability to refinance these obligations on a long- 
term basis, either through renewal of the terms of the loan through the master credit facility. which has non-cancelable terms in excess of one-year, or through 
issuance of long-term debt to replace the amounts drawn under the masler credit facility Accordingly, total borrowings by Duke Energy and Duke Energy Indiana of 
approximately $397 million are reflected as Long-Term Debt on the Consolidated Balance Sheets at December 31, 2009. 

In September 2008, Duke Energy Indiana and Duke Energy Kentucky collectively entered into a $330 million three-year letter of credit agreement with a syndicate 
of banks, under which Duke Energy Indiana and Duke Energy Kentucky may request the issuance of letters of credit up to $279 million and $51 million, respectively, 
on their behalf to support various series of variable rate demand bonds issued or to be issued on behalf of either Duke Energy Indiana or Duke Energy Kentucky This 
credit facility, which is not part of Duke Energy's master credit facility, may not be llsed for any purpose other than to support the variable rate demand bonds issued 
by Duke Energy Indiana and Duke Energy Kentucky. 

Duke Energy's debt and credit agreements contain various financial and other covenants. Failure to meet lhose covenants beyond applicable grace periods could 
result in accelerated due dates andlor termination of the agreements. As of December 31, 2009, Duke Energy was in compliance with all covenants related to its 
significant debt agreements In addition, some credit agreemenls may allow for acceleration of payments or termination of the agreements due lo nonpayment. or to 
the acceleration of other significant indebtedness of lhe borrower or some of its subsidiaries. None of the debt or credit agreements contain material adverse change 
clauses. 

Credif Ratings Duke Energy and certain subsidiaries each hold credit ratings by Standard 8 Poor's (S8P) and Moody's Investors Service (Mo0dy.s) Duke 
Energy's corporate credit rating and issuer credit rating from S&P and Moody's, respectively. as of February 1. 2010 is A- and EaaZ. respectively The following table 
summarizes the February 1. 2010 unsecured credit ratings from the rating agencies retained by Duke Energy and ils principal funding subsidiaries 

Senior Unsecured Credit Ratings Summary as of February 1, 2010 

Standard 
and 

Poor's 

Moody's 
Investors 
Service 

Duke Energy Corporation 
Duke Energy Carolinas. LLC 
Cinergy Corp 
Duke Energy Ohio, Inc 
Duke Energy Indiana, Inc. 
Duke Energy Kentucky, Inc. 

EBB+ 
A- 

EBB+ 
A- 
A- 
A- 

Baa2 
A3 

Baa2 
Baal 
Baa 1 
Baa 1 

Duke Energy's credit ratings are dependent on. among other factors. the ability to generate sufficient cash to fund capital and investmeill expenditures and pay 
dividends on its common stock. while maintaining the strength of its current balance sheet If, as a result of market conditions or other factors. Duke Energy is ilnable 
to maintain its current balance sheet strength. or if its earnings and cash flow outlook materially deteriorates, Duke Energy's credit ratings could be negatively 
impacted 

Credil-Relaled Clauses. Duke Energy may be required to repay certain debl should the credit ratings at Duke Energy Carolinas fall to a certain level at S&P or 
Moody's As of December 31. 2009. Duke Energy had approxinialely $6 niillion of senior unsecured notes which mature serially through 2012 that may be required to 
be repaid if Duke Energy Carolinas' senior unsecured debl ralings fall below EBB- at S&P or Baa3 at Moody's, and S16 million of senior unsecured notes which mature 
serially through 2016 that may be required to be repaid if Duke Energy Carolinas' senior unsecured debt ratings fall below EBB at SBP or Baa2 at Moody's 
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Ofher Financing Mafters In October 2007, Duke Energy filed a registration statement (Form 5-3) with the SEC Under this Form 5-3, which is uncapped, Duke 
Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana may issue debt and other securities in the future at amounts, prices and with terms to be 
determined at the time of future offerings The registration statement also allows for the issuance of common stock by Duke Energy 

Duke Energy has paid quarterly cash dividends for 84 consecutive years and expects to continue its policy of paying regular cash dividends in the future There 
is no assurance as to the amount of future dividends because they depend on future earnings, capital requirements. financial condition and are subject to the discretion 
of the Board of Directors. 

Div idend a n d  Other Funding Restrictions of Duke Energy Subsidiaries. As discussed in Note 4 to the Consolidated Financial Statements 'Regulatory 
Matters", Duke Energy's wholly-owned public utility operating companies have restrictions on the amount of funds that can be transferred to Duke Energy via dividend, 
advance or loan as a result of conditions imposed by various regulators in conjunction with Duke Energy's merger with Cinergy. Additionally, certain other Duke Energy 
subsidiaries have other restrictions. such as minimum working capital and tangible ne! worth requirements pursuant to debt and other agreements that limit the amount 
of funds that can be transferred to Duke Energy. At December 31, 2009, the amount of restricted net assets of wholly-owned subsidiaries of Duke Energy that may 
not be distributed to Duke Energy in the form of a loan or dividend is approximately $10 5 billion. However, Duke Energy does not have any legal or other restrictions 
on paying common stock dividends to shareholders out of its consolidated Retained Earnings account Although these restrictions cap the amount of funding the 
various operating subsidiaries can provide to Duke Energy, management does not believe these restrictions will have any significant impact on Duke Energy's ability to 
access cash to meet its payment of dividends on common stock and other future funding obligations 

Off-Balance Sheet Arrangements 

parties. These arrangements include performance guarantees, stand-by letters of credit, debt guarantees, surety bonds and indemnifications 
Duke Energy and certain of its subsidiaries enter into guarantee arrangements in the normal course of business to facilitate commercial transactions with third 

Most of the guarantee arrangements entered into by Duke Energy enhance the credit standing of certain subsidiaries, non-consolidated entities or less than wholly- 
owned entities, enabling them to conduct business As such, these guarantee arrangements involve elements of performance and credit risk, which are not included on 
the Consolidated Balance Sheets The possibility of Duke Energy, either on its own or on behalf of Spectra Energy Capital. LLC (Spectra Capital) through 
indemnification agreements entered into as part of the spin-off of Spectra Energy, having to honor ~ t s  contingencies is largely dependent upon the future operations of 
the subsidiaries, investees and other third parties, or the occurrence of certain future events 

Duke Energy performs ongoing assessments of its guarantee obligations to determine whether any liabilities have been triggered as a result of potential increased 
non-performance risk by parties for which Duke Energy has issued guarantees. Except for certain performance obligations related lo Crescent, which filed Chapter 1 1 
bankruptcy petitions in a U.S. Bankruptcy court in June 2009 and for which a liability of approximately 526 million was recorded during 2009 due to the probability of 
performance under certain guarantees, it is not probable as of December 31, 2009 that Duke Energy will have to perform under its remaining existing guaranlee 
obligations. However, management continues to monitor the financial condition of the third parties or non-wholly-owned entities for whom Duke Energy has issued 
guarantees on behalf of to determine whether performance under these guarantees becomes probable in the future. 

See Note 17 to the Consolidated Financial Statements, "Guarantees and Indemnifications." for further delails of the guarantee arrangements 

Issuance of these guarantee arrangements is not required for the majority of Duke Energy's operations Thus, if Duke Energy discontinued issuing these 
guarantees, there would not be a material impact to the consolidated results of operations, cash flows or financial position 

Duke Energy Ohio, Duke Energy lhdiana and Duke Energy Kentucky have an agreement to sell certain of their accounts receivable and related collections to 
Cinergy Receivables, which purchases, on a revolving basis, nearly all of the retail accounts receivable and related collections of Duke Energy Ohio, Duke Energy 
Indiana and Duke Energy Kentucky Cinergy Receivables is not consolidated by Duke Energy since it meets the requirements to be accounted for as a qualifying 
special purpose entity (QSPE) Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky each retain an interest in the receivables transferred to Cinergy 
Receivables The transfers of receivables are accounted for as sales under the accounting guidance for transfers and servicing of financial assets 
detailed discussion of the sale of certain accounts receivable, see Note 21 to the Consolidated Financial Statements. 'Variable Interest Entities "With the adoption of 
new accounting rules related to variable interest entities (VIES) and transfers and servicing of financial assets on January 1, 2010. Duke Energy began consolidating 
Cinergy Receivables as of that date 

For a more 

Duke Energy also holds interests in other VIES. both consolidated and unconsolldated For further information. see Note 21 to the Consolidated Financial 
Statements, "Variable Interest Entities" 

Other than the guarantee arrangements discussed above and normal operating lease arrangements, Duke Energy does not have any material off-balance sheet 
financing entities or structures For additional information on these commitments, see Nole 16 to the Consolidated Financial Statements. '"Commitments and 
Contingencies " 
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Contractual Obligations 

following table summarizes Duke Energy's contractual cash obligations for each of the periods presented. It is expected that the majority of current liabilities on the 
Consolidated Balance Sheets will be paid in cash in 2010. 

Duke Energy enters into contracts that require payment of cash at certain specified periods, based on certain specified minimum quantities and prices. The 

Contractual Obligations as of December 31, 2009 

Payments Due By Period 

Long-term debtc) 
Capital ieases(b) 
Operating leases@) 
Purchase Obligations:(h) 

Firm capacity and transportation payments 
Energy commodity contracts(d) 
Other purchase, maintenance and service obligations (e) 

Other funding obligations(4 
Total contractual cash obligations(@ 

Total 

$ 29,323 
GO9 
536 

471 
9,763 
2,812 

480 
$ 43,994 

Less than 1 2-3 Years 
year (2011 & 

(2010) 2012) 

( in  mi l l ions) 

$ 1,778 $ 4,518 
37 76 

108 142 

60 66 
2.891 3,551 
1,679 823 

96 
$ 6,601 $ 9,272 

48 - 

4-5 Years 
(2013 & 
2014) 

$ 4.197 
64 
89 

55 
1.178 

76 
96 

$ 5,755 

More than 
5 Years 

(Beyond 
2015) 

-.----I- 

$ 18,830 
432 
197 

290 
2,143 

234 
240 

$ 22,366 

See Note 15 to the Consolidated Financial Statements, "Debt and Credit Facilities." Amount includes interest payments over life of debt. Interest payments on 
variable rate debt instruments were calculated using interest rates derived from the interpolation of the forecast inlerest rate curve. In addition. a spread was 
placed on top of the interest rates to aid in capturing the volatility inherent in projecting future interest rates 
See Note 16 to the Consolidated Financial Statements, "Commitments and Contingencies" Amounts in the table above include the interest component of capital 
leases based on the interest rates explicitly stated in the lease agreements. 
Includes firm capacity payments that provide Duke Energy with uninterrupted firm access to electricity transmission capacity, and natural gas transportation 
contracts. 
Includes contractual obligations to purchase physical quantities of electricity. coal, nuclear fuel and limestone Also, includes contracts that Duke Energy has 
designated as hedges, undesignated contracts and contracts that qualify as normal purchaselnormal sale (NPNS) For contracts where the price paid is based on 
an index, the amount is based on forward market prices at December 31, 2009 For certain of these amounts, Duke Energy may settle on a net cash basis since 
Duke Energy has entered into payment netting agreements with counterparties that permit Duke Energy to offset receivables and payables with such 
counterparties 
Includes contracts for software. telephone, data and consulting or advisory services. Amount also includes contractual obligations for engineering, procurement 
and construction costs for new generation plants and nuclear plant refurbishments. environmental projects on fossil facilities, major maintenance of certain non- 
regulated plants, maintenance and day to day contract work at certain wind facilities and commitments to buy wind and Combustion turbines (CT) Amount 
excludes certain open purchase orders for services that are provided on demand, for which lhe timing of the purchase cannot be determined 
Relates to future annual funding obligations to the nuclear decommissioning trust fund (NDTF) (see Note 7 to tlie Consolidated Financial Statements, 'Asset 
Retirement Obligations") 
The table above excludes certain obligations discussed herein related to amounts recorded within Deferred Credits and Other Liabilities on the Consolidated 
Balance Sheets due to the uncertainty of the timing and amount of future cash flows necessary to settle these Obligations The amount of cash flows to be paid 
to settle the asset retirement obligations is not known with certainty as Duke Energy may use internal resources or external resources lo perform retirement 
activities As a result, cash obligations for asset retirement activities are excluded from the table above However, the vast majority of assel retirement 
obligations will be settled beyond 2014. Asset retirement obligations recognized on the Consolidated Balance Sheets total $3,185 million and the fair value of tlie 
NDTF, which will be used to help fund these obligations, is $1,765 million at December 31, 2009 The table above excludes reserves for litigation. environmental 
remediation, asbestos-related injuries and damages claims and self-insurance claims (see Note 16 to the Consolidated Financial Statements. 'Commitments and 
Contingencies") because Duke Energy is uncertain as to the timing of when cash payments will be required. Additionally. the table above excludes annual 
insurance premiums that are necessary to operate the business, including nuclear insurance (see Note 16 to the Consolidated Financial Statements, 
Commitments and Contingencies"). funding of pension and other post-retirement benefit plans (see Note 20 to the Consolidated Financial Statements, "Employee 

Benefit Plans") and regulatory liabilities (see Note 4 to the Consolidated Financial Statements. "Regulatory Matters") because the amount and timing of the cash 
payments are uncertain Also excluded are Deferred Income Taxes and Investment Tax Credits recorded on Ihe Consolidated Balance Sheets since cash 
payments for income taxes are determined based primarily on taxable income for each discrete fiscal year Additionally. amounts related to uncertain tax 
positions are excluded from the table above due to uncertainty of timing of future payments 
Current liabilities, except for current maturities of long-term debt, and purchase obligations reflected in lhe Consolidated Balance Sheets, have been excluded from 
the above table 
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Quantitative and Qualitative Disclosures About Market Risk 

Risk Management Policies 

Management has established comprehensive risk management policies to monitor and manage these market risks Duke Energy's Chief Executive Officer and Chief 
Financial Officer are responsible for the overall approval of markel risk management policies and the delegation of approval and authorization levels. The Finance and 
Risk Management Committee of the Board of Directors receives periodic updates from (he Chief Risk Officer and other members of management on market risk 
positions, corporate exposures, credit exposures and overall risk management activities The Chief Risk Officer is responsible for the overall governance of managing 
credit risk and commodity price risk, including monitoring exposure limits 

Duke Energy is exposed to market risks associated with commodity prices, credit exposure, interest rates, equity prices and foreign currency exchange rates. 

Commodity Price Risk 

purchased as a result of its ownership of energy related assets Duke Energy's exposure to these fluctuations is limited by the cost-based regulation of its U S. 
Franchised Electric and Gas operations and certain portions of Commercial Power's operations as these regulated operations are typically allowed to recover certain of 
these costs through various cost-recovery clauses, including the fuel clause While there may be a delay in timing between when these costs are incurred and when 
these costs are recovered through rates, changes from year to year have no material impact on operating results of these regulated operations. Additionally, most of 
Duke Energy's long-term power sales contracts substantially shift all fuel price risk to the purchaser. 

Duke Energy is exposed to the impact of markel fluctuations in the prices of electricity, coal, natural gas and other energy-related prOdLJCtS marketed and 

Price risk represents the potential risk of loss from adverse changes in the market price of electricity or other energy commodities. Duke Energy's exposure to 
commodity price risk is influenced by a number of factors. including contract size, length, market liquidity, location and unique or specific contract terms Duke Energy 
employs established policies and procedures to manage its risks associated with these market fluctuations. which may include using various commodity derivatives, 
such as swaps, futures, forwards and options. For additional information, see Note 8 to the Consolidated Financial Statements, 'Risk Management, Derivative 
instruments and Hedging Activities " 

Validation of a contract's fair value is performed by an internal group separate from Duke Energy's deal origination areas. While Duke Energy uses common 
industry practices to develop its valuation techniques, changes in Duke Energy's pricing methodologies or the underlying assumptions could result in significantly 
different fair values and income recognition 

Hedging Sfrafegies Duke Energy closely monitors the risks associated with commodity price changes on its future operations and, where appropriate, uses 
various commodity instruments such as electricity. coal and natural gas forward contracts Io mitigate the effect of such fluctuations on operations Duke Energy's 
primary use of energy commodity derivatives is to hedge the generation portfolio against exposure to the prices of power and fuel 

Certain derivatives used to manage Duke Energy's Commodity price exposure are accounted for as either cash flow hedges or fair value hedges. To the extent 
that instruments accounted for as hedges are effective in offsetting the transaction being hedged, there is no impact to the Consolidated Statements of Operations 
until after delivery or setllement occurs. Accordingly, assumptions and valuation techniques for these contracts have no impact on reported earnings prior to 
settlement Several factors influence the effectiveness of a hedge contract. including the use of contracts with different commodities or unmatched terms and 
counterparty credit risk. Hedge effectiveness is monitored regularly and measured at least quarterly 

In addition to the hedge contracts described above and recorded on the Consolidated Balance Sheets, Duke Energy enters into other contracts that qualify for the 
NPNS exception When a contract meets the criteria to qualify as a NPNS, U S. Franchised Electric and Gas and Commercial Power apply such exception. Income 
recognition and realization related to normal purchases and normal sales contracts generally coincide with the physical delivery of power For contracts qualifying for 
the NPNS exception, no recognition of the contracl's fair value in Ihe Consolidaled Financial Statements is required until settlement of the contract as long as the 
transaction remains probable of occurring 

Other derivatives used to manage Duke Energy's commodity price exposure are either not designated as a hedge or do not qualify for hedge accounting. These 
instruments are referred to as undesignated contracts Undesignated derivatives entered into by regulated businesses reflect mark-to-market changes of the derivative 
instruments fair value as a regulatory asset or liability on the Consolidated Balance Sheels. Undesignated derivatives entered into by unregulated businesses are 
marked-to-market each period, with changes in the fair value of the derivative instruments reflected in earnings 

Generafion Porffolio Risks for 2010. Duke Energy is primarily exposed lo market price flucluations of wholesale power, natural gas, and coal prices in the U S. 
Franchised Electric and Gas and Commercial Power segments Duke Energy optimizes the value of its bulk power marketing and non-regulated generation portfolios 
The portfolios include generation assets (power and capacity), fuel, and emissioii allowances The component pieces of the portfolio are bought and sold based on 
models and forecasts of generation in order to manage the economic value of the portfolio in accordance with the strategies of the business units. The generation 
portfolio not ulilized lo serve native load or committed load is StJbJeCl to conimodily price fluclualions. although Ihe impact on the Consolidated Statements of 
Operations reported earnings is partially offset by mechanisnis in the regulated jurisdictions that result in the sharing of net profits from these activities with retail 
customers Based on a sensitivity analysis as of December 31, 2009 and 2008. i t  was estimated that a 10% price change per MWh in forward wholesale power prices 
would have a corresponding effect on Duke Energy's pre-tax income of approximately $12 million in 2010 and would have had a $10 million impact in 2009. excluding 
the impact of mark-to-market changes on non-qualifying or undesignated hedges relating lo periods in excess of one year from the respective date, which are 
discussed further below Based on a sensitivity analysis as of December 31. 2009 and 2008, it was estimated that a 10% change in the forward price per ton of coal 
would have a corresponding effect on Duke Energy's pre-tax income of approximalely $8 million in 2010 and would have had a $10 million impact in 2009, excluding the 
impact of mark-to-market changes on non-qualifying or undesignated hedges relating to periods in excess of one year from the respective date Based on a sensitivity 
analysis as of December 31, 2009 and 2008, i t  was estimaled lhat a 10% price change per Million British Thermal Unit (MMBtu) in natural gas prices would have a 
corresponding effect on Duke Energy's pre-tax income of approximately $G million in 2010 and would have had a $5 million impact in 2009, excluding the impact of 
mark-to-market changes on undesignated hedges relating to periods in excess of one year from the respective date, which are discussed further below 

Sensifiwilies lor derivafives beyond 2010 Derivative contracts executed lo manage generation portfolio risks for delivery periods beyond 20 I O  are also exposed to 
changes in fair value due to market price fluctuations of wholesale power and coal Based on a sensitivity analysis as of December 31. 2009 and 2008, i t  was 
estimated that a 10% price change in the forward price per MWh of wholesale power would have a corresponding effect on Duke Energy's pre-tax income of 
approximately $24 million in 2010 and would have had a SI  1 million impact in 2009. resulting from the impact of mark-to-mafkel changes on non-qualifying and 
undesignated power contracts pertaining to periods in excess of one year from Ihe respective date Based on a sensitivity analysis as of December 31, 2009 and 
2008, it was estimated that a 10% change in the forward price per ton of coal would have a corresponding effect on Duke Energy's pre-tax income of approximately 
S10 million 
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in 2010 and 2009, resulting from the impact of mark-lo-market changes on non-qualifying and undesignaled coal contracts pertaining to periods in excess of one yeai 
from the respective date 

Other Commodily Risks At December 31, 2009 and 2008, pre-tax income in 2010 and 2009 was not expected to be materially impacted for exposures to other 
commodities' price changes 

The commodity price Sensitivity calculations above consider existing hedge positions and estimated production levels, but do not consider other potential effects 
that might result from such changes in commodity prices 

Credi t  Risk 

Energy seeks to enter into netting agreements with counterparlies that permit Duke Energy to offset receivables and payables with such counterparties Duke Energy 
attempts to further reduce credit risk with certain counterparties by entering into agreements that enable Duke Energy to obtain collateral or to terminate or reset the 
terms of transactions after specified time periods or upon the occurrence of credit-related events. Duke Energy may, at times, use credit derivatives or other 
structures and techniques to provide for third-party credit enhancement of Duke Energy's counterparties' obligations. Duke Energy also obtains cash or letters of credit 
from customers to provide credit support outside of collateral agreements. where appropriate. based on its financial analysis of the customer and the regulatory or 
contractual terms and conditions applicable to each transaction 

Credit risk represents the loss that Duke Energy would incur i f  a counterparty fails to perform under its contractual obligations. To reduce credit exposure, Duke 

Duke Energy's industry has historically operated under negotiated credit lines for physical delivery contracts Duke Energy frequently uses master collateral 
agreements to mitigate certain credit exposures. The collateral agreements provide for a counterparty to post cash or letters of credit to the exposed party for 
exposure in excess of an established threshold The threshold amount represents an unsecured credit limit, determined in accordance with the corporate credit policy 
Collateral agreements also provide that the inability to post collateral is sufficient cause to terminate contracts and liquidate all positions. 

Duke Energy's principal customers for power and natural gas marketing and transportation services are industrial end-users, marketers, local distribution 
companies and utilities located throughout the U S and Latin America Duke Energy has concentrations of receivables from natural gas and electric utilities and their 
affiliates, as well as industrial customers and marketers throughout these regions These concentrations of customers may affect Duke Energy's overall credit risk in 
that risk factors can negatively impact the credit quality of the entire sector Where exposed to credit risk, Duke Energy analyzes the counterparties' financial 
condition prior to entering into an agreement, establishes credit limits and monitors the appropriateness of those limits on an ongoing basis 

Duke Energy has a third-party insurance policy to cover certain losses related to Duke Energy Carolinas' asbestos-related injuries and damages above an 
aggregate self insured retention of $476 million Duke Energy Carolinas' cumulative payments began to exceed the self insurance retention on its insurance policy 
during the second quarter of 2008 Future payments up to the policy limit will be reimbursed by Duke Energy's third party insurance carrier The insurance policy limit 
for potential future insurance recoveries for indemnification and medical cost claim payments is $1,051 million in excess of the self insured retention Insurance 
recoveries of approximately $984 million and S i  ,032 million related to this policy are classified in the Consolidated Balance Sheets in Other within investments and 
Other Assets and Receivables as of December 31. 2009 and 2008, respectively Duke Energy is not aware of any uncertainties regarding the legal sufficiency of 
insurance claims. Management believes the insurance recovery asset is probable of recovery as the insurance carrier continues to have a strong financial strength 
rating 

Duke Energy and its subsidiaries also have credit risk exposure through issuance of performance guarantees, letters of credit and surety bonds on behalf of less 
than wholly-owned entities and third parties Where Duke Energy has issued these guarantees, it is possible that Duke Energy could be required to perform under these 
guarantee obligations in the event the obligor under the guarantee fails to perform. Where Duke Energy has issued guarantees related to assets or operations that have 
been disposed of via sale, Duke Energy attempts to secure indemnification from the buyer against all future performance obligations under the guarantees. See Note 
17 to the Consolidated Financial Statements, 'Guarantees and Indemnifications," for further information on guarantees issued by Duke Energy or its subsidiaries. 

Duke Energy is also subject to credit risk of its vendors and suppliers in the form of performance risk on contracts including, but not limited to, outsourcing 
arrangements, major construction projects and commodity purchases. Duke Energy's credit exposure to such vendors and suppliers may take the form of increased 
costs or project delays in the event of non-performance 

Based on Duke Energy's policies for managing credit risk, its exposures and its credil and other reserves, Duke Energy does not anticipate a materially adverse 
effect on its consolidated financial position or resulls of operations as a result of non-performance by any counterparty 

Interest Rate Risk 

Energy manages its interest rate exposure by limiting its variable-rate exposures to a percentage of total capitalization and by monitoring the effects of market 
changes in interest rates Duke Energy also enters into financial derivative instruments, which may include instruments stlch as, but not limited to. interest rate swaps, 
swaptions and U S Treasury lock agreements to manage and mitigate interest rate risk exposure See Notes 1. 8. 9. and 15 to the Consolidated Financial Statements. 
Summary of Significant Accounting Policies." 'Risk Management, Derivative Instruments and Hedging Activities." Fair Value of Financial Assets and Liabilities." and 

"Debt and Credit Facilities " 

Duke Energy is exposed lo risk resulting from changes in interest rates as a result of its issuance of variable and fixed rate debt and comnhercial paper. Duke 

Based on a sensitivity analysis as of December 31, 2009, i t  was estimated that if marltel interest rates average 1% higher (lower) in 2010 than in 2009, interest 
expense, net of offsetting impacts in interest income, would increase (decrease) by approximately $19 million Comparatively, based on a sensitivity analysis as of 
December 31. 2008, had interest rates averaged 1% higher (lower) in 2009 than in 2008. it was estimaled that interest expense, net of offsetting impacts in interest 
income, would have increased (decreased) by approximately $28 million These amounts were cstimated by considering the impact of the hypothetical interest rates on 
variable-rate securities outstanding, adjusted for interest rate hedges, short-term and long-term investments. cash and cash equivalents outstanding as of 
December 31. 2009 and 2008 The decrease in interest rate sensitivity is primarily due to a decrease in tax-exempt bonds and commercial paper, partial repayment of 
the master credit facility borrowings, and increased cash balances I f  interest rates changed significantly. management would likely take actions to manage its 
exposure l o  the change However. due Io the uncertainty of the specific actions that would be taken and their possible effects. the sensitivity analysis assumes no 
changes in Duke Energy's financial structure 
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Marketable Securities Price Risk 

securities as part of various investment portfolios to fund certain obligations of the business The vast majority of the investments in equity securities are within the 
NDTF and assets of the various pension and other post-retirement benefit plans 

As described further in Note 10 to the Consolidated Financial Statements. "investments in Debt and Equity Securities," Duke Energy invesls in debt and equity 

NDTF As discussed further in Note 7 to the Consolidated Financial Statements, "Asset Retirement Obligations", Duke Energy maintains trust funds to fund the 
costs of nuclear decommissioning. As of December 31, 2009, these funds were invested primarily in domestic and international equity securities, debt securities, 
fixed-income securities, cash and cash equivalents and short-term investments. Per NRC and NCUC requirements, these funds may be used only for activilies 
related to nuclear decommissioning. The investments are exposed to price fluctuations in debt and equity markets. Accounting for nuclear decommissioning recognizes 
that costs are recovered through U S Franchised Electric and Gas' rates; therefore, fluctuations in equity prices do not affect Duke Energy's Consolidaled Statements 
of Operations as changes in the fair value of these investments are deferred as regulatory assets or regulatory liabilities Earnings or losses of the fund will ultimately 
impact the amount of costs recovered through U.S Franchised Electric and Gas' rates over time. Management monitors the NDTF investment portfolio by 
benchmarking the performance of the investments against certain indices and by maintaining and periodically reviewing target allocation percenlages for various asset 
classes. 

The following table provides the fair value of inveslmenls held in the NDTF a l  December 31, 2009: 

Fair Value at 
December 31, 2009 

(in mi l l ions) 

Equity Securities 
Corporate Debt Securities 
U.S. Government Bonds 
Municipal Bonds 
Other 
Total 

$ 1,156 
195 
258 

56 
100 

$ 1.765 

Pension Plan Assels Duke Energy mainlains investments to help fund the costs of providing non-contributory defined benefit retirement and other post- 
retirement benefit plans Those investments are exposed to price fluctuations in equity markets and changes in interest rates Duke Energy has established asset 
allocation targets for its pension plan holdings, which take into consideralion the investment objectives and the risk profile with respect to the trust in which the assets 
are held. Duke Energy's target asset allocation for equity securities is approximately 64% of the value of the plan assets and the holdings are diversified to achieve 
broad market participation and reduce the impact of any single investment, sector or geographic region. A significant decline in the value of plan asset holdings could 
require Duke Energy to increase its funding of the pension plan in future periods, which could adversely affect cash flows in those periods. Additionally, a decline in the 
fair value of plan assels, absent additional cash conlributions to the plan, could increase the amount of pension cost required to be recorded in future periods, which 
could adversely affect Duke Energy's resulls of operations in those periods During 2009, Duke Energy contributed approximately $800 million to i ls qualified pension 
plan. See Nole 20 to the Consolidated Financial Slatements, "Employee Benefit Plans," for additional information on pension plan assets 

Foreign Currency Risk 

Duke Energy is exposed to foreign currency risk from inveslmenls in international affiliate businesses owned and operated in foreign countries and from certain 
commodity-related transaclions within domestic operalions that are denominated in foreign currencies To mitigate risks associated with foreign currency fluctuations, 
contracts may be denominated in or indexed to the iJ S Dollar and/or local inflation rates, or investments may be naturally hedged lhrough debt denominated or issued 
in the foreign currency. Duke Energy may also use foreign currency derivatives, where possible, to manage its risk related to foreign currency fluctuations To monitor 
its currency exchange rate risks, Duke Energy uses sensitivily analysis, which measures the impact of devalualion of the foreign currencies to which it has exposure 

In 2010, Duke Energy's primary foreign currency rate exposure is to the Brazilian Real A 10% devaluation in the currency exchange rates as of December 31, 
2009 in all of Duke Energy's exposure currencies would result in an estimated net pre-tax loss on the translation of local currency earnings of approximately $20 million 
to Duke Energy's Consolidated Statements of Operattons In 201 0 The Consolidated Balance Sheet would be negatively impacted by approximately $1 60 million 
currency translalion through the cumulative lranslation adjustment in AOCl as of December 31, 2009 as a result of a 10% devalualion in the currency exchange rates 
For comparative purposes, as of December 31 2008, a 10% devalualion in the currency exchange rates in all of Duke Energy's exposure currencies was expected to 
result in an estimated net pre-tax loss on the translalion of local currency earnings of approximately $10 million to Duke Energy's Consolidated Statements of 
Operations and a reduclion of approxinlately 5120 million currency translalion through the cumulative lranslation adjuslment in AOCl as of December 31, 2008 

Other Issues 

taking steps now to begin reducing greenhouse gas (GHG) emissions with the long-term aim of stabilizing the atniospheric concentration of GHGs at a level that avoids 
any potenlially worst-case effecls of climate change 

Global Climate Change Although there is still much to learn about the causes and long-term effecls of climate change, many, including Duke Energy, advocate 

The EPA publishes an invenlory of man-made tJ S GHG emissions annually Carbon dioxide (COz). a byproduct of fossil fuel combustion. currently accounts for 
about 85% of total U S GHG emissions Duke Energy's GHG emissions consist primarily of CO 2 and most come from ils fleet of coal fired power plants in the U S 
In 2009, Duke Energy's U S power plants emitted approximately 91 million tons of CO 2 The COz emissions from Duke Energy's international electric operations are 
less than 3 million tons annually Duke Energy s future COT emissions will be influenced by variables including new regulations, economic conditions that affect 
eleclricity demand, and Duke Energy's decisions regarding generation technologies deployed lo meet customer electricity needs 

Congress has no1 yet passed legislalion mandating control or reduction of GHGs. On June 26, 2009, the U S House of Representatives passed H R 2454 - the 
American Clean Energy and Security Act of 2009 (ACES) This legislation includes a GHG cap-and-trade program that covers approximately 85"% of the GHG 
emissions in the U.S economy. including emissions from the eleclric ulilily sector The legislation also includes a combined efficiency and renewable electricity 
standard that applies to the electric ulility sector. The standard establishes 
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minimum requirements for Ihe amounl of renewable energy eleclric ulililies must provide lo end-use customers on an annual basis It allows companies lo comply by 
providing renewable energy, buying renewable energy credits from other companies or lhe governmenl, or by reducing customer electricity demand lhrough the 
deployment of energy efficiency programs 

On November 5, 2009, the U S. Senate Environment and Public Works Committee passed and sent l o  the Senate floor S. 1733 - the Clean Energy Jobs and 
American Power Acl of 2009 (S 1733) The legislation included an economy-wide cap-and-trade program similar to the one contained in ACES. The Senate Energy and 
Natural Resources Comrniltee had previously passed legislation containing new requirements for energy efficiency and for a renewable electricity standard No further 
Senate action has been taken on eilher bill since passage out of lheir respective committees 

The debates that took place in the IJ S Senate in 2008 and 2009 make it clear that there are wide-ranging views among Senators regarding what constitutes 
acceptable climate change legislation, These divergent views, the slate of the economy, the current structure of the Senate necessitating 60 votes to move legislation 
and the political pressures as the 2010 mid-term election approaches, make passage of federal climate change legislation in the Senate in 2010 highly uncertain. If the 
Senate were lo pass some type of climate change legislation in 2010, the Senate legislation would need to be reconciled with ACES. This adds another layer of 
uncertainty lo Ihe prospects for enactmenl of climate change legislation in 2010 

On December 7, 2009. the EPA finalized an Endangerment Finding for greenhouse gases under the CAA. The Endangerment Finding does not impose any 
regulatory requirements on industry, but is a necessary prerequisite for the EPA to be able to finalize its proposed GHG emission standard for new motor vehicles. It is 
expected that the EPA will finalize its New Motor Vehicle Rule by the end of March 2010 Implementation of the New Molor Vehicle Rule may trigger permitting 
requirements and potentially GHG emission control requirements for new and existing "major" stationary sources of GHG emissions which would include all of Duke 
Energy's fossil fuel facilities The EPA has staled thal permitling requirements for GHGs will no1 apply to stalionary sources in 2010 

The EPA has also proposed the Tailoring Rule. which is expected to be finalized by the end of March 2010. This rule is intended to provide relief from the EPAs 
GHG regulations for certain types of stationary sources, but not electric generating facilities There is, at present, considerable uncertainty over the timing and the 
specific requirements that would apply to any stationary source that might potentially be subject lo GHG permitting and emission reduction requirements as a result of 
the EPAs  rules Although Duke Energy does not anticipate taking actions that would lrigger the GHG permitting requirements or GHG emission reduction requirements 
at any of its existing generaling facilities, if il were to do so, the current uncertainty surrounding Ihe implementation of the rules and the requirements that might apply 
prevenl management from being able lo delermine a1 lhis time whether the EPA rules will have a material impact on Duke Energy's future results of operations. 
Numerous groups have already filed petitions with the D C Circuit Court of Appeals for review of the EPA's Endangerment Finding. It  is likely that the EPAs upcoming 
New Motor Vehicle and Tailoring rules will also be challenged in court once they are finalized The current and expected legal challenges create additional uncertainty with 
respect to the €PA rules and what regulatory requirements, if any, will result from the rules. 

Duke Energy supports !he enactment of workable federal GHG legislation. Duke Energy prefers federal legislation over any EPA regulation of GHG emissions 
under lhe current CAA and believes that any legislation must include provisions that block the EPA from doing so and provide that the legislative program is the sole 
remedy for a source's GHG emissions To permit the economy lo adjust rationally l o  the policy, legislation should establish a long-term program that first slows the 
growth of emissions, stops them and then transitions lo a gradually declining emissions cap as new lower-and zero-emitting technologies are developed and become 
available for wide-scale deployment at a reasonable cosl Federal legislation should also include effective cost-containment measures l o  protect the U.S. economy 
from harmful consequences if compliance costs are excessive 

Duke Energy is unable lo determine lhe polenlial cosl of complying with unspecified and unknowable future GHG legislation or any indirect costs lhal  might result, 
however, such costs could be significant Duke Energy's cosl of complying with any legislatively-mandated federal GHG emissions regulations will depend upon the 
design details of the program, and upon Ihe future levels of Duke Energy's GHG emissions that might be regulated under the program. If potential future federal GHG 
legislation mandates a cap-and-trade approach, for example, the design elements of such a program that will have the greatest influence on Duke Energy's compliance 
costs include (i) the level of lhe emissions cap over lime, (ii) the GHG emission sources covered under the cap, (iii) the number of allowances that Duke Energy might 
be allocated at no cost on a year-lo-year basis, (iv) the type and effectiveness of any cost containment measures that may be included in the program, (v) the role of 
emission offsels in Ihe program, (vi) Ihe availability and cosl of lechnologies lhal  will be available for Duke Energy lo deploy to lower ils emissions over lime, and 
(vii) lhe price of allowances and emission offsels Allhougli Duke Energy believes it is likely lhal Congress will adopt mandatory GHG emission reduclion legislalion at 
some point. the timing and design details of any such legislation are highly uncertain at lhis time 

Assuming lhat a federal GHG cap-and-trade program is eventually enacted, Duke Energy's compliance obligation under such a program would generally be 
determined by the difference between the level of its emissions in a given year and the tiumber of no-cost allowances it receives for that year This difference would 
represent Ihe emission reductions that Duke Energy would need lo achieve lo comply and/or the number of allowances andlor offsets Duke Energy would need to 
purchase to comply, or a Combination of the Iwo The cosl of achieving the eniission reduclions and/or the cosl of purchasing lhe needed allowances andlor emission 
offsets WOtJld represent Duke Energy's compliance costs This is why the more no-cost allowances Duke Energy receives, the lower ils compliance obligation will be, 
and Ihe lower its compliance cosl will be This is also why actions Duke Energy IS taking loday to reduce its GHG emissions over time will lower its exposure lo any 
future GHG regulation Under any future scenario involving mandalory GHG limitations. Duke Energy would plan lo seek to recover its compliance costs through 
appropriate regulatory mechanisms in the jurisdictions in which it operates 

Although a near-lerm compliance strategy under a GHG cap-and-trade prograni might be focused primarily on the purchase of allowances and/or offsels due to 
the lack of available emission reduction lechnologies and/or the lime il would take to deploy technologies once they become available, it is likely that over time there 
would be more focus placed on deploying technology to achieve large-scale redlJctions in emissions This strategy could involve replacing some existing coal-fired 
generation wilh new lower-and zero-emitting generalion lechnologies and/or installing new carbon capture and sequestration technology when the technologies become 
ready for deployment. Allhough there is uncertainty aboul what new technologies may be developed, when they may be deployed, and what their costs will be, Duke 
Energy currenlly is focused on advanced nuclear generation. IGCC with CO 2 capture and sequeslralion. and CO? capture and storage relrofit lechnology for existing 
pulverized coal-fired generation as promising technologies for generating eleclricity with lower or no CO 2 emissions Duke Energy is also making a significanl 
commitment to increased customer energy efficiency and promoling enhanced use of renewable energy for meeting cuslomers' electricity needs Duke Energy's 
actions are designed Io build a ScJStainable business that allows our customers and our shareholders to prosper in what is expected to be a carbon-conslrained 
environment 

AI the stale level, the Midwestem Governors Associalion launched an initiative several years ago called the Midweslern Greenhouse Gas Reduclion Accord 
(Accord) One of the objeclives of the inilialive was lo produce a Model Rule for implementing a GHG cap-and-lrade syslem on a regional level for consideralion by 
individual slates In October 2009, the Accord produced a draft Model Rule and plans Io finalize the document in early 2010 Once finalized, lhe Model Rule will be 
available to states for lheir consideralion and possible adoplion and implementation The states of Ohio and Indiana. where Duke Energy has electric generation 
operations. have been observers lo the 
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Accord process and have shown no interest in adopting the Model Rule Based on the current position of Indiana and Ohio in this regard, Duke Energy does not 
anticipate any cost impacts from the initiative 

In December 2007, Duke Energy began the regulatory process to construct a new nuclear power plant, William States Lee 111 Nuclear Station, In South Carolina, 
by petitioning the NRC for a COL If constructed, this facility would produce virtually no GHGs 

With regard to advanced clean-coal, Duke Energy is in the process of constructing an IGCC power plant in Indiana. One of the key features of the IGCC 
technology is that it has the potential to support the capture of its COz emissions, with subsequent underground storage of the captured COz. Although the IGCC plant, 
scheduled to begin operations in 2012, is not currently being equipped with the technology to capture CO 2 ,  space was included in the design of the plant for this 
technology to be added later Duke Energy is working to complete in early 201 1 the front-end engineering and design of a CO 2-capture facility The deployment of COz 
capture and storage technology would help Duke Energy comply with any future GHG emission reduction requirements. 

The state legislatures of North Carolina and Ohio have passed laws that require Duke Energy to meet increasing percentages of its customers' electricity needs 
with renewable energy and customer energy efficiency In North Carolina the requirement reaches 12 5% in 2021 and in Ohio it reaches a minimum of 12.5% in 2024 
Duke Energy will be meeting these requirements through a variety of actions and each is expected to assist Duke Energy's overall effort to reduce its CO 2 emissions. 
Versions of an energy efficiency and renewable electricity standard have been passed by the House as part of ACES and by the Senate Energy and Natural 
Resources Committee in S 1462 Given the current challenges associated with passing comprehensive federal climate change legislation, Congress could instead 
attempt to pass energy legislation in 2010 that includes a federal energy efficiency and renewable electricity standard - provisions both the full House and a Senate 
committee have approved, albeit at different levels I f  this were to occur, Duke Energy's compliance with the North Carolina and Ohio requirements would further its 
ability to comply with whatever federal requirements Congress might enact 

In addition to relying on new technologies to reduce its COz emissions, Duke Energy has filed for regulatory approval in most of the states in which it operates for 
its energy efficiency programs, which will help meet customer electricity needs by increasing energy efficiency, thereby reducing demand instead of relying almost 
exclusively on new power plants to generate electricity. Duke Energy has  received regulatory approval from Ohio, North Carolina and South Carolina and is in the 
process of rolling programs out in these states Duke Energy received regulatory approval from Indiana and has withdrawn its filing in Kentucky. 

Duke Energy recognizes that certain groups associate frequent and severe extreme weather events with climate change and the associated damage to the electric 
distribution system and the possibility that these weather evenls could have a material impact on future results of operations should these events occur. However, the 
uncertain nature of potential changes in extreme weather events (such as increased frequency, duration, and severity), the long period of time over which any changes 
might take place, and the inability to predict these accurately, make estimating any potential future financial risk lo Duke Energy's operations that may be caused by 
the physical risks of climate change irnpossibk Currently. Duke Energy plans and prepares lor extreme weather events that it experiences from time to time, such as 
ice storms, tornados, severe thunderstorms, high winds and droughts Duke Energy's past experiences preparing for and responding to the impacts of these types of 
weather-related events would reasonably be expected to help management plan and prepare for future climate change-related severe weather events to reduce, but not 
eliminate, the operational, economic and financial impacts of such events Duke Energy also routinely takes steps to reduce the potential impact of severe weather 
events on its electric distribution systems Duke Energy does not currently operate in coastal areas and therefore is not exposed to the effects of potential sea level 
rise. Duke Energy's electric generating facilities are designed to withstand extreme weather events without damage. Duke Energy maintains an inventory of coal and oil 
on site to mitigate the effects of any potential short-term disruption in its fuel supply so it can continue to provide its customers with an uninterrupted supply of 
electricity. 

For additional information on other issues related to Duke Energy, see Note 4 to the Consolidated Financial Statements. "Regulatory Matters" and Note 16 to the 
Consolidated Financial Statements, Commitments and Contingencies " 

New Accounting Standards 

The following new Accounting Standard Updates (ASU) have been issued, but have not yet been adopted by Duke Energy, as of December 31.2009: 

ACCOLJn/lng Standards Codification (ASCJ 860 - Transfers and Servicing In June 2009, the Financial Accounting Standards Board (FASB) issued revised 
accounting guidance for transfers and servicing of financial assets and extinguishment of liabilities. to require additional information about transfers of financial assets. 
including securitization transactions, as well as additional information about an enterprise's continuing exposure to the risks related to transferred financial assets. This 
revised accounting guidance eliminates the concept of a QSPE and requires those entities which were not subject lo consolidation under previous accounting rules lo 
now be assessed for consolidation In addition, this accounting guidance clarifies and amends the derecognition criteria for transfers of financial assets (including 
transfers of portions of financial assets) and requires additional discloslJres about a transferor's continuing involvement in transferred financial assets For Duke 
Energy, this revised accounting guidance is effective prospectively for transfers of financial assets occurring on or after January 1, 2010, and early adoption of this 
statement is prohibited Since 2002, Duke Energy Ohio Duke Energy Indiana, and Duke Energy Kentucky have sold, on a revolving basis, nearly all of their accounts 
receivable and related collections through Cinergy Receivables, a bankruptcy-remote OSPE. The securitization transaction was structured to meet the criteria for sale 
accounting treatment, and accordingly, Duke Energy has not consolidaled Cinergy Receivables, and the transfers have been accounted for as sales Upon adoption of 
this revised accounting guidance, the accounting treatment and/or financial slalenienl presentation of Duke Energy's accounts receivable secifritization programs will 
be impacted as Cinergy Receivables will be consolidated by Duke Energy as of January 1. 2010 See Note 21 for additional information 

ASC 8 10 - Consohdations In June 2009, the FASB amended existing consolidation accounting guidance to eliminate the exemption from consolidation for OSPEs. 
and clarified. but did not significantly change, the criteria for determining whether an entity nieels the definition of a VIE This revised accounting guidance also 
requires ail enterprise to qualitatively assess the determination of the primary beneficiary of a VIE based on whether that enterprise has both the power to direct 
matters that most significantly impact the activities of a VIE and the obligation to absorb losses or the righl to receive benefits of a VIE that could potentially be 
significant to a VIE In addition, this revised accounting guidance modifies existing accounting guidance to require an ongoing evaluation of a VIE'S primary beneficiary 
and amends the types of events that trigger a reassessment of whether an entity is a VIE Furthermore. this accounting guidance requires enterprises to provide 
additional disclosures about their involvement with VIES and any significant changes in their risk exposure due to that involvement For Duke Energy, this accounting 
guidance is effective beginriing on January 1. 2010. and is applicable lo all entities in which Duke Energy is involved with. including entities previously subject to 
existing accounting guidance for VIES. as well as any QSPEs that exist as of the effective date Early adoption of this revised accounting guidance is prohibited. Upon 
adoption of this revised accounting guidance, the accounting treatment and/or financial stalenient presentation 01 Duke Energy's accounts receivable securitization 
programs will be impacted as Cinergy Receivables will be consolidated by Duke Energy effective January 1 ,  2010 Duke Energy is currently evaluating the potential 
impact of the adoption of this revised accounting guidance on its other interests in VIES and is unable to estimate at this time the impact of adoption on its 
consolidated results of operations. cash flows or financial position 
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item 7A. Quantitative and Qualitative Disclosures About Market Risk. 

See 'Management's Discussion and Analysis of Results of Operations and Financial Condition. Quantitative and Qualitative Disclosures About Market Risk " 
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Item 8. Financial Statements and Supplementary Data. 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholders of Duke Energy Corporation 
Charlotte, North Carolina 

We have audited the accompanying consolidated balance sheets of Duke Energy Corporation and subsidiaries (the Company") as of December 31, 2009 and 
2008, and the related consolidated statements of operations, equity and comprehensive income, and cash flows for each of the years in the three-year period ended 
December 31, 2009. Our audits also included the financial statement schedules listed in the Index at Item 15 We also have audited the Company's internal control 
over financial reporting as of December 31, 2009. based on the criteria established in lnfernal Confrol-lnlegraled Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission The Company's management is responsible for these financial statements and financial statement schedules, for 
maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting. included in the 
accompanying Managemenf's Annual Report On lnfernal Confrol Over Financial Reporling Our responsibility is to express an opinion on these financial statements and 
financial statement schedules and an opinion on the Company's internal control over financial reporting based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United Stales) Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether effective internal 
control over financial reporting was maintained in all material respects Our audits of the financial statements included examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. assessing the accounting principles used and significant estimates made by management, and evaluating the 
overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial 
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk Our audits also included performing such other procedures as we considered necessary in the circumstances We believe that our audits provide a 
reasonable basis for our opinions 

A company's internal control over financial reporting is a process designed by, or tinder the supervision of, the company's principal executive and principal 
financial officers, or persons performing similar functions. and effected by the company's board of directors, management. and other personnel to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles A company's internal control over financial reporting includes those policies and procedures that ( 1 )  pertain to the maintenance of records that. in 
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles and that receipts and expenditures of 
the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of controls, 
material misstatements due to error or fraud may not be prevented or detected on a timely basis Also, projections of any evaluation of the effectiveness of the 
internal control over financial reporting to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the 
degree of compliance with the policies or procedures may deteriorate 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Duke Energy Corporation 
and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the years in the three-year period ended 
December 31, 2009. in conformity with accounting principles generally accepted in the United Slates of America Also, in our opinion, such financial statement 
schedules, when considered in relation to the basic consolidated financial statements taken as a whole, present fairly, in all material respects, the information set forth 
therein Also, in our opinion, the Company maintained, in all material respects. effective internal control over financial reporting as of December 31, 2009. based on the 
criteria established in lnfernal Control - lnfegrafed Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission 

Is/ DELOITTE & TOUCHE LLP 

Charlotte. North Carolina 
February 26. 2010 
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DUKE ENERGY CORPORATION 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In millions, except per-share amounts) 

Years Ended December 31, 

2009 2008 2007 
Operating Revenues 

Regulated electric $ 10,033 $ 9,325 $ 8,976 
Non-regulated electric, natural gas, and other 2,050 3,092 3,024 
Regulated natural gas 648 790 720 

12,731 13,207 12,720 

Fuel used in electric generation and purchased power - regulated 3,246 3,007 2,602 

I -.- Total operating revenues 
Operating Expenses 

Fuel used in electric generation and purchased power - non-regulated 765 1,400 1,344 
Cost of natural gas and coal sold 433 613 557 
Operation, maintenance and other 3,313 3,35 1 3,324 
Depreciation and amortization 1,656 1,670 1,746 
Property and other taxes 685 639 649 
Goodwill and other impairment charges - 420 85 

36 69 

.."I- I - 
Total operakg expenses 10,518 10,765 10,222 

(5) -._- - Gains (Losses) on Sales of Other Assets and Other, net 
Operating Income 2,249 2,511 2,493 
Other Income and Expenses 

Equity in earnings (losses) of unconsolidated affiliates 70 (102) 1 57 

Other income and expenses, net 284 232 27 1 
Total other income and exmnses 333 121 428 

--- "- 

Losses on sales and impairments of unconsolidated affiliates (21) (9) 

- - 
Interest Expense 75 1 74 1 685" 
Income From Continuing Operations Before income Taxes 1,831 1,891 2,236 
Income l a x  Expense from Continuing Operations 758 616 712 
Income From Continuing Operations 1,073 1,275 1,524 

Income Before Extraordinary Items 1,085 1,291 1,502 
Income (Loss) From Discontinued Operations, net of tax 12 16 (22) 

Extraordinary Items, net of tax 
Net Income 1,085 1,358 1,502 

67 

Less: Net Income (Loss) Attributable to Noncontrolling interests 10 (4) 2 
Net Income Attributable to Duke Energy Corporation $ 1,075 $ 1,362 $ 1,500 

Earnings Per Share - Basic and Diluted 
Income from continuing operations attributable to Duke Energy Corporation common shareholders 

Basic 
Diluted 

Basic 
Diluted 

Basic 
Diluted 

Basic 
Diluted 

Basic 
Diluted 

Income from discontinued operations attributable to Duke Energy Corporation common shareholders 

Earnings per share (before extraordinary items) 

Earnings per share (from extraordinary items) 

Net income attributable to Duke Energy Corporation common shareholders 

Dividends per share 
Weighted-average shares outstanding 

Basic 
Diluted 

0 82 
0 82 

0 01 
0 01 

0.83 
0 a3 

0 83 
0 83 
0 94 

1,293 
1,294 

$ 3.01 
s 1.01 

$ 0.02 
$ 0.01 

S, 1.03 
$ 102 

$ 005  
$ 005  

$ 1.08 
$ 107 
$ 090 

1,265 
1,267 

$ 121 
$ 120 

$ (0 02) 
$ (0.02) 

i ia 
1 19 

1 19 
1 18 
0 86 

,260 
,265 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 
CONSOLIDATED BALANCE SHEETS 

(In millions) 

December 31. 

2009 2008 
ASSETS 
Current Assets 
Cash and cash equivalents $ 1,542 $ 986 
Short-term investments 51 
Receivables (net of allowance for doubtful accounts of $48 at December 31,2009 and $42 at December 31, 

2008) 1,741 1,653 
Inventory 1,515 1,135 

968 1,448 Other 
Total current assets 5,766 5,273 

Investments and Other Assets 

Nuclear decommissioning trust funds 1,765 1,436 
Goodwill 4,350 4,720 
Intangibles, net 593 680 
Notes receivable 130 1 34 

2,533 2,577 Other 
Total investments and other assets 9,807 10,020 

Pronertv. Plant and Eauinment 

--I-- -.--.--I_ 

Investments in equity method unconsolidated affiliates 436 473 

"I _." 

. # I  . .  
Cost 55,362 50,304 

16,268 
Net property, plant and eqzpment 37,950 34,036 

I- 

17,412 --- Less accumulated depreciation and amortization 

Regulatory Assets and Deferred Debits 
258 257 
557 625 

2,702 2,866 

Deferred debt expense 
Regulatory assets related to income taxes 
Other 

3,748 
Total Assets $ 57,040 $ 53,077 

See Notes to Consolidated Financial Statements 

-- 3,517 ___.__- Total regulatory assets and deferred debits 
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DUKE ENERGY CORPORATION 
CONSOLIDATED BALANCE SHEETS - (Continued) 

(In mill ions, except per-share amounts) 

December 31. 

2009 2008 
LIABILITIES AND EQUITY 
Current Liabil it ies 
Accounts payable $ 1,390 $ 1,477 

543 
Taxes accrued 428 362 
Interest accrued 222 187 
Current maturities of long-term debt 902 646 
Other 1,146 1,130 

4,088 4,345 
Long-term Debt 16,113 13,250 
Deferred Credits and Other Liabil it ies 
Deferred income taxes 5,615 5,117 
Investment tax credits 310 148 
Asset retirement obligations 3,185 2,567 

5,843 6,499 Other 

Commitments and Contingencies 
Equity 
Common Stock, $0.00 1 par value, 2 billion shares authorized; 1,309 million and 1,272 million shares outstanding at 

Additional paid-in capital 20.661 20,106 
Retained earnings 1,460 1,607 

Total Duke Energy Corporation shareholders’ equity 21,750 20,988 
Noncontrolling Interests 136 163 

Total equity 21,886 21,151 
Total Liabilities and Equity $ 57,040 $ 53,077 

See Notes to Consolidated Financial Statements 

Notes payable and commercial paper 

I 

Total current liabilities - ~ .  

14,331- Total deferred credits and other liabilities-- 14,953 

December 31,2009 and December 31,2008, respectively 1 1 

Accumulated other comprehensive loss (372) (726) 

0 s 
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DUKE ENERGY CORPORATION 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

( I  II 111 i l l  ion r) 

Yeais Ended December 31, 

2009 2008 2007 

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

Depreciation and amortization (including amortization of nucleai fuel) 
Extraordinary items, net of tax 
(Gains) losses on sales of other assets 
Impairnient of goodwill and other impairment charges 
Deferred income taxes 
Equity i n  (earnings) loss of unconsolidated affiliates 
Contributions to qualified pension plans 
(Increase) decrease in 

Net realized and unrealized mark-to-market and hedging transactions 
Receivables 
Invcntory 
Other current assets 

Increase (decrease) i n  
Accounts payable 
Taxcs accrued 
Other current liabilities 

Other assets 

$ 1,.358 

1.834 
(67)  
(95) 

94 
4x5  
102 

$ 1,502 

1,888 

10 

Other liabilities 78 
Net cash provided by opeiating activities '3.463 3.328 3,208 

--1 

CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures 
Investment expenditures 
Acquisitions, net of cash acquired 
Purchases of available-for-sale securities 
Proceeds from sales and niatuiities of tivailable-for-sale secui ities 
Net proceeds from tlie sales of othcr ;ISSCIS, and sales of and collections 011 inotcs rcccivable 
Settlement of net investment hedges :tnd other investing derivatives 
Puichascs of cniissioii allowances 
Sales of emission allowances 
Clianee i n  iestricted cash 

(4,296) (4.386) 
i 137) (147)  
(124) (389) 

(3.013) 7.353) 
2.988 7.454 

70 92 

(93)  (67)  
67 I04 
58 I I5 

(3.125) 
(91)  
(66) 

23,639) 
24.6 I3 

154 
(10) 

(103) 
52  
68 

Other (12) (39) I (4)  
Net cash used i n  investing activities (4,492) (4.61 I )  (2.151) 

CASH FLOWS PROM FINANCING ACTIVITIES 
Proceeds ft-oiii the: 

Issuance of long-tei in dcbt 
Issuance of coninion stock ieltited to employee bc i ie i i t  p l a n s  

Payments Tor tlie redcniption of: 
L.ong-tcrn1 debt 
Convertible notes 

Dccie;ise i n  wsh ovei-ill-alts 
Notes payable and coniiiicicial piper 
ilistiibutions to noncontiollin~ 1 interests ' 

Conti ibutions fiom noncontiolliiig interests 
Cash distributed to Spectra Fnclgy 
Dividends paid 

4.409 4,704 
519 I33 

( I  ,533) (2 130) 

(548)  (73) 
(-37) ( 7 )  

6 

( 1 , 2 2 2 )  (1.143) 
Other ( 3 )  6 

Net cash pi-o\.itlctl by (used in )  financing activities I 3 8 5  1.591 ( I . 327 )  

Nct incicasc (dcctcnsc) i n  ciisli ;ind t::Isli equivalents 556 30s ( 7 7 0 )  
Cash ;inti c:ish equivalents  at beginning 0 1  period OS6 678 ').IS 
Cash :rnd cash equivalents  a t  cncl of' period s 1.542 5 986 9 67s 
- 



Supplemental Disclosures: 
Cash paid for interest. net of amount capitalized 
Cash (received) paid for income taxes 

Significant non-cash transactions: 
Distribution of Spectra Enerby to shareholders 
Accrued capital expenditures 

s 689 X 677 $ 827 
X (419) X 3 2 1  $ 367 

$ s $ 5,219 
$ 428 $ 378 $ 5 70 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION 
CONSOLIDATED STATEMENTS OF EQUITY AND CORIPNEHENSIVE INCOME 

(In  millions) 

Accumu1;iicd Other Coinpi-elietisive Income (Loss) 
Net Pension ;ind 

Gains OPEB Conllnlltl 
Additional Forcign (Losses) on Related Stockholders 

Nonconirollinp Total 
Colnlllon 

Adiustmcnts Stock Common Paid-in Rctaincd Currencv Cash Flow 
S h e s  Stock Capital Earnings Adjustmenis lledges Other to AOCl Equiiy Interests Equiiy 

Balance 11 Ikcenibcr 31, 2006 1,257 S J,,L_IY,854 S 5,652 S 9 4 9 - L  (45) S 2 S (311) L m . 2 6 , 1 0 2  S 805 S 26,907 
Net iticonic 
Otlier Comprelieitsive l i tcome 

Fot cign currency trniisliiiioii 

Nct unrc;tlizcd Iusscs 011 

Rccl;issilic:itioii into 

ildjusliiicnts 

cash Ilow Iicdgcs(a) 

earnings from cash lloiv 
lledges(b) 

Pension iind OPEB relalcd 
alIJusIIllcnIs 1 0  AOCl 

Net i ictuwiiil gain(c) 
Oil1er(d) 
1-otiil cwiiprcliciisivc income 

Adoption 01 uticcrtain tax positioii 
:~ccounting siandard 

Adoption n1 pension :itid OPED 
litnded s!atits accoiiiitiiig 
st;lndilrd 

L>istributiun 01 Spectra Energy 11) 
sllilrcIlLlldcrs 

Purcliascs and otlicr cliaiigcs in 
tioncontrolling inkcrest in  
subsidiaries 

Dividend reitivestiiietit and 
employee betielits 

C umiiioti stock dividends 
5 19 

1.500 

200 

( 2 8 )  

(4,612) (1,156) 6 

( I  .OK9) 

I.500 2 1,502 

( 2 2 )  150) ( 5 0 )  

1-18 ( 5 . 6  I 4) ( 5 6 5 )  (6,179) 

I O  

1.302 

(299) 

I O  

3 

S S s 

l3:ilaacP :it 1)rrctiilrrt 31. 2llll8 1.272 S 1 5 ?0.1116 S 1.607 S (306) S (41)  S (28)  S 1351) S 20.9XX S 163 S ?1.151 
Nct i t t c ~ m i i :  I .075 1.075 I I) I .OS? 



n t l j u s ~ ~ i i c n ~ s  323 
Net u~i rc i i l i~cd gain on casli 

no\\, Iledges(n) 
I(ec1;issilic;ilioii in10 

e;irnings t r i m  ciisli llow 

Pension and OPED relilted 
:1djustnic1i1s to hOCl(i)  

Nct ncluiti-iiil loss(c) 
Unrcnlizcd loss on 

iiivestmcnls i n  nuction 
rate sccuritics(1) 

i n \ ~ c s t ~ i i c n t s  i n  nvnilnblc- 

cornings(g) 
Uiirenlizcd gain on 

i i ivcstnicnls i n  iiv;iil;ible- 
for-sale sccurilics(1i) 

Tota l  cainprehcnsi\ c incoiiic 

Common stock issu:iiiccs. includiiig 

hcdgcs(h) 

Reelassilication of gains 011 

dividend rcinvcstnicnt and 
ciiiploycc bcnclits 3 7  . 

Pulcliascs i1nd otltur changes in 
noncontmll ing iiilcrcsI in 
subsidin! ics 

Common stock div idei ids 
O1I1cr 

546 

14 
- (1,222) 
(5) - 

I 

I X  

323 I X  34 I 

I I 

8 8 X 
? X  1,457 1,429 

546 546 

_. 

R;il;iece 81 Dcccnlltcr 31, 2009 1,309 S 1"- 20.661 S 1,460 S 1 7  S (22) $ (31) S (336) $ 21,750 S 136 S. 21.XR6T. 

(til 
(b l  
( e )  
( d )  
( e )  
ffi 
( e )  
(It) 
li) 

Ne1 wirciilizcd gains (losscs) on cnsli Ilea, Iicdgcs, iict 01 S I  tax cxpciisc in 2009, SO ins cxpcnsc in 2008 and $9 lax bcncfit in 20117 
Ilccl:~ssilic:ilio~i iiilti cmings Iron1 ciisli Ilow Iicdgcs. iict 01 $10 lax cxpcnsc i n  2000, $2 tax cxpc~isc in 200X and 7cro in 2007 
Ne1 i icitinrinl g : h  n c l  of553 ins cspc~tsc in 2007 
Net ol'zero l i ix  expense i n  2007 
Ne1 ncluiirii i l l o s s  inel 01 $17 lax beiiefil 111 ?I109 and 5159 l ax  bciielit in 2008 
Net of'b4 las benefit in 2009 iiiiil SIR liix bciiclil 111 2008 
Ne1 III b2 tax tIxpciisc i n  2009 ai id $5 tax hlnclit i n  ZOON 
Nc1 to1  b-1 tiis cspcnsc i n  ZOO') i i n d  6s 1nx bcnclit iii Zo(1X 
Ne1 o1 $16 l a x  expense in  1009 

See Notes ta Cansolidated Financial Statements 
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DUKE ENERGY CORPORATION 
Notes To Consolidated Financial Statements 

For the Years Ended December 31,2009,2008 and 2007 

1. Summary of Significant Accounting Policies 

Nature of Operations and Basis o f  Consolidation. Duke Energy Corporation (collectively with its subsidiaries, Duke Energy), is an energy company primarily 
located in the Americas Duke Energy operales in the United States (U S ) primarily lhrough its wholly-owned subsidiaries, Duke Energy Carolinas, LLC (Duke Energy 
Carolinas), Duke Energy Ohio, Inc (Duke Energy Ohio), Duke Energy Indiana, Inc. (Duke Energy Indiana) and Duke Energy Kentucky. Inc. (Duke Energy Kentucky). 
as well as in South and Central America through International Energy See Note 2 for further information on Duke Energy's operations and its reportable business 
segments These Consolidated Financial statements include. after eliminating intercompany transactions and balances, the accounts of Duke Energy and all majority- 
owned subsidiaries where Duke Energy has control, and those variable interest entities where Duke Energy is the primary beneficiary These Consolidated Financial 
Statements also reflect Duke Energy's proportionate share of certain generation and transmission facilities in South Carolina, Ohio, Indiana and Kentucky. 

On January 2, 2007, Duke Energy completed the spin-off to shareholders of its natural gas businesses. The primary businesses that remained with Duke Energy 
post-spin are the US. Franchised Electric and Gas business segment. the Commercial Power business segment and the International Energy business segment See 
Note 2 for further information on Duke Energy's business segments Assets and liabilities of entities included in the spin-off of Spectra Energy Corp. (Spectra Energy) 
were transferred from Duke Energy on a historical cost basis on the date of the spin-off transaction No gain or loss was recognized on the distribution of these 
operations to Duke Energy shareholders Approximately $20 5 billion of assets, $14.9 billion of liabilities (which included approximately $8.6 billion of debt) and $5.6 
billion of common stockholders' equily (which included approximately $1 .O billion of accumulated other comprehensive income) were distributed from Duke Energy as 
of the date of the spin-off 

Use of Estimates. To conform to generally accepted accounting principles (GAAP) in the United States. management makes estimates and assumptions that 
affect the amounts reported in the Consolidated Financial Statements and Notes. Although these estimates are based on management's best available information at 
the time. actual results could differ 

Cost-Based Regulation. Duke Energy accounls for certain of its regulated operations in accordance with applicable regulatory accounting guidance The 
economic effects of regulation can result in a regulated company recording assets for costs that have been or are expected to be approved for recovery from 
customers in a fulure period or recording liabilities for amounts that are expected to be returned to customers in the rate-setting process in a period different from the 
period in which the amounts would be recorded by an unregulated enterprise. Accordingly, Duke Energy records assets and liabilities that result from the regulated 
ratemaking process that would not be recorded under GAAP for non-regulated entities Regulatory assets and liabilities are amortized consistent with the treatment of 
the related cost in the ratemaking process. Management continually assesses whether regulatory assets are probable of future recovery by considering factors such 
as applicable regulatory changes, recent rale orders applicable to other regulated entilies and the stalus of any pending or potential deregulation legislation Additionally, 
management conlinually assesses whether any regulatory liabilities have been incurred Based on this continual assessment, management believes the existing 
regulatory assets are probable of recovery and that no regulatory liabilities, olher than those recorded, have been incurred. These regulatory assets and liabilities are 
primarily classified in the Consolidated Balance Sheets as Regulatory Assets and Deferred Debits and Deferred Credits and Other Liabilities, respectively Duke 
Energy periodically evaluates the applicability of regulatory accounting treatment by considering factors such as regulatory changes and the impact of competition. If 
cost-based regulation ends or compelition increases, Duke Energy may have to reduce its asset balances to reflect a market basis less than cost and write-off the 
associated regulatory assets and liabilities. For further information see Note 4 .  

In order to apply regulatory accounting treatment and record regulatory assets and liabilities. certain crileria must be met In determining whelher the criteria are 
met for its operations, management makes significant judgments, including determining whether revenue rates for services provided to customers are subject to 
approval by an independent. third-party regulator. whether the regulated rates are designed to recover specific costs of providing the regulated service, and a 
determination of whether. in view of the demand for the regulated services and the level of competition, it is reasonable to assume that rates set at levels that will 
recover the operations' costs can be charged to and collected from cuslomers. This final criterion requires consideration of anticipaled changes in levels of demand or 
compelition. direct and indirecl. during the recovery period for any capitalized cosls If facts and circumslances change so that a portion of Duke Energy's regulated 
operations meet all of the scope criteria when such criteria had not been previously met, regulatory accounting treatment would be reapplied to all or a separable portion 
of Ihe operations Such reapplication includes adjusting the balance sheet for amounts that meet the definition of a regulalory asset or regulatory liability Refer to the 
following section titled. "Reapplicalion of Regulatory Accounting Treatment lo Portions of Generation in Ohio " 

Fuel Cost Deferrals. Fuel expense includes fuel costs or other recoveries that are deferred through fuel clauses established by Duke Energy's regulators. These 
clauses allow Duke Energy 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 

Reapplication o f  Regulatory Accounting Treatment to  Portions of Generation in Ohio. Commercial Power's generation operations in the Midwest include 
generalion assets located in Ohio that are dedicated to serve Ohio native load customers These assets. as excess capacity allows, also generate revenues through 
sales outside the native load customer base, and such revenue is termed tion-native 

Prior to December 17. 2008, Commercial Power did not apply regulatory accounting lreatment to any of its operalions due lo the comprehensive electric 
deregulation legislation passed by the slate of Ohio in 1999 As discussed further in Note 4, in April 2008, new legislation, Ohio Senate Bill 221 (SB 221), was passed in 
Ohio and signed by the Governor of Ohio on May 1, 2008 The new law codified Ihe Public Utilities Commission of Ohio's (PUCO) authority to approve an eleclric 
utility's standard service offer either through an Electric Security Plan (ESP) or a Market Rate Option (MRO). which is a price determined through a competitive bidding 
process. On July 31. 2008. Duke Energy Ohio filed an ESP and. with certain amendments, the ESP was approved by the PUCO on December 17. 2008 The approval 
of the ESP on December 17. 2008 resulted in the reapplication of  regulalory accounting trealmenl Io certain portions of Commercial Power's operations as of lhal date 
The ESP became effective on January 1 2009 

From January 1, 2005 Ihrough December 31. 2008. Comniercial Power operated under a Rate Slabilization Plan (RSP). which was a market-based standard service 
offer. Although the RSP contained certain trackers thal enhanced the potential for cost recovery, there was no assurance of stranded cost recovery upon the 
expiration of the RSP on December 31, 2008 since il was initially anticipated that there would be a move l o  full competitive markets upon lhe expiration of the RSP 
Accordingly. Commercial Power did no1 apply regulalory accounting treatment to any of its generation operalions prior lo December 17, 2008 In connection wilh the 
approval of the ESP, Duke Energy reassessed whether Commercial Power's generation operalions me1 the crileria for regulalory accounting trealmenl as SB 221 
substantially increased the PUCO s oversight authority over generation in the slate of Ohio, including giving the PUCO complete approval of 
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generation rates and the establishment of an earnings test to determine if a utility has earned significantly excessive earnings. Duke Energy determined thal certain 
costs and related rates (riders) of Commercial Power's operations related to generation serving native load met the necessary accounting criteria for regulatory 
accounting treatment as SB 221 and Duke Energy Ohio's approved ESP enhanced the recovery mechanism for certain costs of its generation serving native load and 
increased the likelihood that these operations will remain under a cost recovery model for certain costs for the remainder of the ESP period. 

Under the ESP, Commercial Power bills for its nalive load generation via numerous riders. SB 221 and the ESP resulted in the approval of an enhanced recovery 
mechanism for certain of these riders, which includes, but is not limited to, a price-to-compare fuel and purchased power rider and certain portions of a price-to-compare 
cost of environmental compliance rider. Accordingly, Commercial Power began applying regulatory accounting treatment to the corresponding RSP riders that enhanced 
the recovery mechanism for recovery under the ESP on December 17, 2008 The remaining portions of Commercial Power's Ohio native load generation operations, 
revenues from which are reflected in rate riders for which the ESP does not specifically allow enhanced recovery, as well as all generation operations associated with 
non-native customers, including Commercial Power's Midwest gas-fired generation assets, continue to not apply regulatory accounting as those operations do not meet 
the necessary accounting criteria. Moreover, generation remains a competitive market in Ohio and native load customers continue to have the ability to switch to 
alternative suppliers for their electric generation service. As customers switch, lhere is a risk that some or all of the regulatory assets will not be recovered through lhe 
established riders. In assessing the probability of recovery of its regulatory assets established for ils native load generation operations. Duke Energy continues to 
monitor the amount of native load customers that have switched to alternative suppliers At December 31, 2009, management has concluded that the established 
regulatory assets are still probable of recovery even though there have been increased levels of customer switching 

Despite certain portions of the Ohio native load operalions not meeting the criteria for applying regulatory accounting treatmenl. all of Commercial Power's Ohio 
native load operations' rates are subject to approval by the PUCO, and thus these operations are referred to here-in as Commercial Power's regulated operations 
Accordingly, beginning January 1, 2009, these revenues and corresponding fuel and purchased power expenses are recorded in Regulated Electric within Operating 
Revenues and Fuel Used in Electric Generalion and Purchased Power-Regulated within Operating Expense, respectively, on the Consolidated Statements of 
Operations. 

The reapplication of regulalory accounting treatment to generation in Ohio on December 17, 2008, as discussed above, resulted in an approximate $67 million 
after-tax (approximately $103 million pre-tax) exlraordinary gain related to mark-to-market losses previously recorded in earnings associated with open forward native 
load economic hedge contracts for fuel, purchased power and emission allowances, which the RSP and ESP allow to be recovered through a fuel and purchase power 
(FPP) rider There were no other immediate income statement impacts on the date of reapplication of regulatory accounting A corresponding regulatory asset was 
established for the value of these contracts. 

Cash and Cash Equivalents. All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash equivalents 

Restricted Cash. At December 31, 2009 and 2008. Duke Energy had approximately $38 million and $85 million, respectively, of restricted cash related primarily 
to proceeds from debt issuances that are held in trust for the purpose of funding future environmental construction or maintenance expenditures Restricted cash 
balances are reflected within both Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets. 

Inventory. Inventory is comprised of amounts presented in the table below and is recorded primarily using Ihe average cost method. Inventory related l o  Duke 
Energy's regulated operations is valued at historical cost consistent with ratemaking treatment. Materials and supplies are recorded as inventory when purchased and 
subsequently charged to expense or capitalized to plant when installed Inventory related to Duke Energy's non-regulated operations is valued at the lower of cost or 
market 

Components of Inventory 

December 31, 

2009 2008 

Materials and supplies 
Coal held for electric generation 
Natural gas 

Total inventory 

( in mi l l ions) 

$ 705 $ 661 
748 471 

3 .___I__- 62 

$1,515 $1,135 

Effective November 1, 2008, Duke Energy Ohio and Duke Energy Kentucky executed agreements with a third party lo transfer title of natural gas inventory 
purchased by Duke Energy Ohio and Duke Energy Kenlucky to the third party Under the agreements. Ihe gas inventory was stored and managed for Duke Energy 
Ohio and Duke Energy Kentucky and was delivered on demand A s  a result of the agreements, Ihe combined natural gas inventory of approximately $81 million being 
held by a third party as of December 31, 2008 was classified as Other wilhin Current Assets on the Consolidaled Balance Sheets 

The gas storage agreements noted above expired on October 31. 2009 Effective November 1. 2009. Duke Energy Ohio and Duke Energy Kenlucky executed 
agreements with a different third party Under the new agreements. the gas inventory is being stored and managed for Duke Energy Ohio and Duke Energy Kentucky 
and will be delivered on demand However, title of the natural gas inventory remains with Duke Energy Ohio and Duke Energy Kentucky The new gas storage 
agreements will expire on October 31. 201 1 

Investments in Debt and Equity Securities. Duke Energy classifies investments into two categories - trading and available-for-sale Trading securities are 
reported at fair value in the Consolidated Balance Sheets with net reallzed and unrealized gains and losses included in earnings each period Available-for-sale securlties 
are also reported at fair value on the Consolidated Balance Sheets with unrealized gains and losses included in Accumulated Other Comprehensive Income (AOCI) or a 
regulatory asset or liability, unless it is determined that the 
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carrying value of an investment is other-than-temporarily impaired. Other-than-temporary impairments related to equity securities and the credit loss portion of debt 
securities are included in earnings, unless deferred in accordance with regulatory accounting treatment Investments in debt and equity securities are classified as 
either short-term investments or long-term investments based on management's intent and ability to sell these securities. taking into consideration illiquidity factors in 
the current markets with respect to certain investments that have historically provided for a high degree of liquidity, SlJCh as investments in auction rate debt 
securities. 

See Note 10 for further information on the investments in debt and equity securilies. including investments held in the Nuclear Decommissioning Trust Fund 
(NDTF). 

Goodwill. Duke Energy performs an annual goodwill impairment test as of August31 each year and updates the test between annual tests if events or 
circumstances occur that would more likely than not reduce the fair value of a reporting unit below its carrying value Duke Energy performs the annual review for 
goodwill impairment at the reporting unit level, which Duke Energy has determined to be an operating segment or one level below 

The annual test of the potential impairment of goodwill requires a two step process. Step one of the impairment test involves comparing the estimated fair values 
of reporting units with their aggregate carrying values, including goodwill. If the carrying amount of a reporting unit exceeds the reporting unit's fair value, step two must 
be performed to determine the amount, if any. of the goodwill impairment loss. If the carrying amount is less than fair value, further testing of goodwill impairment is 
not performed. 

S!ep two of the goodwill impairment test involves comparing the implied fair value of the reporting unit's goodwill against the carrying value of the goodwill Under 
step two, determining the implied fair value of goodwill requires the valuation of a reporting unit's identifiable tangible and intangible assets and liabilities as if the 
reporting unit had been acquired in a business combination on the testing date. The difference between the fair value of the entire reporting unit as determined in step 
one and the net fair value of all identifiable assets and liabilities represents the implied fair value of goodwill The goodwill impairment charge, if any, would be the 
difference between the carrying amount of goodwill and the implied fair value of goodwill upon the completion of step two. 

For purposes of the step one analyses, determination of reporting units' fair value is typically based on a combination of the income approach, which estimates 
the fair value of Duke Energy's reporting units based on discounted future cash flows, and the market approach, which estimates the fair value of Duke Energy's 
reporting units based on market comparables within the utility and energy industries. 

See Note 11 for further information, including discussion of an approximate $371 million goodwill impairment charge recorded during the year ended December 31, 
2009. 

Long-Lived Asset Impairments. Duke Energy evaluates whether long-lived assets. excluding goodwill, have been impaired when circumstances indicate the 
carrying value of those assets may not be recoverable. For such long-lived assets, an impairment exists when its carrying value exceeds the sum of estimates of the 
undiscounted cash flows expected to result from the use and eventual disposition of the asset. When alternative courses of action to recover the carrying amount of a 
long-lived asset are under consideration, a probabilityweighted approach is used for developing estimates of future undiscounted cash flows If the carrying value of 
tlie long-lived asset is not recoverable based on lhese eslimated future undiscounted cash flows, the impairment loss is measured as the excess of tlie carrying value 
of the asset over its fair value, such that the asset's carrying value is adjusted to its estimated fair value 

Management assesses the fair value of long-lived assets using commonly accepted techniques. and may use more than one source Sources to determine fair 
value include, but are not limited to, recent third party comparable sales, internally developed discounted cash flow analysis and analysis from outside advisors. 
Significant changes in market conditions resulting from events such as, among others. changes in commodity prices or the condition of an asset, or a change in 
management's intent to utilize the asset are generally viewed by management as triggering events to re-assess the cash flows related to the long-lived assets. 

See Note I 1  for further information regarding a long-lived asset impairment charge recorded during the year ended December 31, 2009 

Property, Plant and Equipment. Property, plant and equipment are stated at the lower of historical cost less accumulated depreciation or fair value, if impaired. 
For regulated operations, Duke Energy capitalizes all construction-related direct labor and material costs, as well as indirect construction costs Indirect costs include 
general engineering, taxes and the cost of funds used during construction (see "Allowance for Funds Used During Construction (AFUDC) and Interest Capilalized." 
discussed below). The cost of renewals and betterments that extend the useful life of property. plant and equipmenl are also capitalized The cost of repairs, 
replacements and major maintenance projects. which do not extend the useful life or increase the expected output of the asset. is expensed as incurred Deprecia!ion 
is generally computed over the estimated useful life of the asset using the composite straight-line method The composite weighted-average deprecialion rates. 
excluding nuclear fuel, were 3 30% for 2009, 3.1 1 %  for 2008, and 3.19% for 2007. Depreciation studies are conducted periodically to update the composite rates and 
are approved by the various state commissions. 

When Duke Energy retires its regulated property, plant and equipment. it charges the original cost plus !he cost of reliremenl, less salvage value, to accumulated 
depreciation When it sells entire regulated operating units, or retires or sells nOn-regtJlaled properties, the cost IS removed from the property account and the related 
accumulated depreciation and amortization accounts are reduced Any gain or loss is recorded in earnings, unless otherwise required by the applicable regulatory body 

See Note 14 for further information on the components and estimated useful lives of Duke Energy's property, plant and equipment balance 

Nuclear Fuel. Amortization of nuclear fuel purchases is included within Fuel Used in Electric Generation and Purchased Power-Regulated in the Consolidated 
Statements of Operations The amortization is recorded using the units-of-production method 

Al!owance for Funds Used During Construction and Interest Capitalized. In accordance with applicable regulatory accounting guidance Duke Energy 
records AFUDC, which represents the estimated debt and equiiy costs of capital funds necessary to finance the construction of new regulated facilities Both the debt 
and equity connponents of AFUDC are non-cash amounts within the Consolidated Statements of Operations AFUDC is capitalized as a component of the cost of 
Property. Pian1 and Equipment. with an offsetting credit to Other Income and Expenses, net on the Consolidated Statements of Operations for the equity component 
and as an offset to Interest Expense on the Consolidated Statements of Operations for the debt component After construction is completed. Duke Energy is permitted 
to recover these costs through inclusion in the rate base and the corresponding depreciation expense or nuclear fuel expense 

AFUDC equity is recorded in the Consolidated Statements of Operations on an after-tax basis and is a permanent difference ilem for income tax purposes (i e.. a 
permanent difference between financial statement and inconie lax reporiing). lhus reducing Duke Energy's income tax expense and effective tax rate during the 
conslruction phase in which AFUDC equity is being recorded The effective tax rate is subsequenlly increased in future periods when the completed property, plant and 
equipment is placed in service and depreciation of the AFUDC equiry commences See Note 6 for informalion related l o  the impacts of AFUDC equity on Duke 
Energy's effective tax rate 

For noin-regulated operations, interest is capitalized during the construction phase in accordance with the applicable accounting guidance 
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Asset Retirement Obligations. Duke Energy recognizes asset retirement obligations for legal obligations associated with the retirement of long-lived assets that 
result from the acquisition, construction, development and/or normal use of the asset, and for conditional asset retirement obligations. The term conditional asset 
retirement obligation refers to a legal obligation to perform an asset retirement activity in which the timing and (or) method of settlement are conditional on a future 
event that may or may not be within the control of the entity. The obligation to perform the asset retirement activity is unconditional even though uncertainty exists 
about the timing and (or) method of settlement. Thus, the timing and (or) method of settlement may be conditional on a future event. When recording an asset 
retirement obligation, the present value of the projected liability is recognized in the period in which i t  is incurred, i f  a reasonable estimate of fair value can be made 
The present value of the liability is added to the carrying amount of the associated asset This additional carrying amount is then depreciated over the estimated useful 
life of the asset. See Note 7 for further information regarding Duke Energy's asset retirement Obligations 

Revenue Recognition and Unbi l led Revenue. Revenues on sales of electricity and gas are recognized when either the service is provided or the product is 
delivered. Operating revenues include iinbilled electric and gas revenues earned when service has been delivered but not billed by the end of the accounting period 
Unbilled retail revenues are estimated by applying an average revenue per kilowatt-hour (kWh) or per thousand cubic feet (Mcf) for all customer classes to the number 
of estimated kWh or Mcfs delivered but not billed Unbilled wholesale energy revenues are calculated by applying the contractual rate per megawatt-hour (MWh) to the 
number of estimated MWh delivered but not yet billed Unbilled wholesale demand revenues are calculated by applying the contractual rate per megawatt (MW) to the 
MW volume delivered but not yet billed The amount of unbilled revenues can vary significantly from period to period as a result of numerous factors, including 
seasonality, weather, customer usage patterns and customer mix. Unbilled revenues, which are primarily recorded as Receivables on the Consolidated Balance Sheets 
and exclude receivables sold to Cinergy Receivables Company, LLC (Cinergy Receivables), were approximately $460 million and $390 million at December 31, 2009 
and 2008, respectively. Additionally, Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana sell, on a revolving basis, nearly all of their retail accounts 
receivable and a portion of their wholesale accounts receivable and related collections to Cinergy Receivables, a bankruptcy remote. special purpose entity that is a 
wholly-owned limited liability company of Cinergy Corp (Cinergy), a wholly-owned subsidiary of Duke Energy The securitization transaction was structured to meet the 
criteria for sale accounting treatment under the accounting guidance for transfers and servicing of financial assets and, accordingly, the transfers of receivables are 
accounted for as sales. Receivables for unbilled retail and wholesale revenues of approximately $238 million and $266 million at December 31, 2009 and 2008, 
respectively. were included in the sales of accounts receivables to Cinergy Receivables. See Note 21 for additional information regarding Cinergy Receivables 
including the impacts of adoption of new accounting rules which require the consolidation of Cinergy Receivables. 

Accounting for Risk Management, Hedging Activit ies and Financial Instruments. Duke Energy may use a number of different derivative and non-derivative 
instruments in connection with its commodity price. interest rate and foreign currency risk management activities. including swaps, futures, forwards and options All 
derivative instruments not designated as hedges and not qualifying for the normal purchaselnormal sale (NPNS) exception within the accounting guidance for 
derivatives are recorded on the Consolidated Balance Sheets at their fair value Duke Energy may designate qualifying derivative instruments as either cash flow 
hedges or fair value hedges, while others either have not been designated as hedges or do not qualify as a hedge (hereinafter referred to as undesignated contracts). 
For all contracts accounted for as a hedge, Duke Energy prepares formal documentation of the hedge in accordance with the accounting guidance for derivatives In 
addition. at inception and at least every three months thereafter. Duke Energy formally assesses whether the hedge contract is highly effective in offsetting changes 
in cash flows or fair values of hedged items Duke Energy documents hedging activity by transaction type (futures/swaps) and risk management strategy (commodity 
price risk/interest rate risk) 

See Note 8 for additional information and disclosures regarding risk management activities and derivative transactions and balances 

Captive Insurance Reserves. Duke Energy has caplive insurance subsidiaries which provide insurance coverage, on an indemnity basis, to Duke Energy entities 
as well as certain third parties. on a limited basis, for various business risks and losses, such as property, business interruption and general liability Liabilities include 
provisions for estimated losses incurred but not yet reported (IBNR), as well as provisions for known claims which have been estimated on a claims-incurred basis. 
IBNR reserve estimates involve the use of assumptions and are primarily based upon historical loss experience. industry data and other actuarial assumptions 
Reserve estimates are adjusted in future periods as actual losses differ from historical experience 

Duke Energy, through its captive insurance entities. also has reinsurance coverage, which provides reimbursement to Duke Energy for certain losses above a per 
incident and/or aggregate retention Duke Energy recognizes a reinsurance receivable for recovery of incurred losses under its captive's reinsurance coverage once 
realization of the receivable is deemed probable by its captive insurance companies 

Unamortized Debt Premium, Discount and Expense. Premiums, dtscounts and expenses incurred with the issuance of outstanding long-term debt are 
amortized over the terms of the debt issues. Any call premiums or unamortized expenses associated with refinancing higher-cost debt obligations to finance regulated 
assets and operations are amortized consistent with regulatory treatment of those items. where appropriate The amortization expense is recorded as a component of 
interest expense in the Consolidated Statements of Operations and is reflected as Depreciatton and amortization within Net cash provided by operating activities on the 
Consolidated Statements of Cash Flows 

Loss Contingencies and Environmental Liabilities. Duke Energy IS involved in certain legal and environmental matters that arise in the normal course of 
business Contingent losses are recorded when 11 is determined that i t  is probable that a loss has occurred and the anloutit of the loss can be reasonably estimated. 
When a range of the probable loss exists and no amount within the range is a better estimate than any other amount. Duke Energy records a loss contingency at the 
minimum amount in the range Unless otherwise required by GAAP, legal fees are expensed as incurred Environmental liabilities are recorded on an undiscounted basis 
when the necessity for environmental remediation becomes probable and the costs can be reasonably estimated. or when other potential environmental liabilities are 
reasonably estimable and probable Duke Energy expenses environmental expenditures related to conditions caused by past operations that do not generate current or 
future revenues Certain environmental expenses receive regulatory accounting treatment. under which the expenses are recorded as regulatory assets Environmental 
expenditures related to operations that generate current or future revenues are expensed or capitalized. as appropriate 

See Note 16 for further informalion 

Pension and Other Post-Retirement Benefit Plans. Duke Energy matntatns quallficd non-qualified and other post-retirement benefit plans See Note 20 for 
information related to Duke Energy's benefit plans. including certain accounting policies associated with these plans 

Severance and Special Termination Benefits. Duke Energy has an ongoing severance plan under which, in general, the longer a terminated employee worked 
prior to termination the greater the amount of severance benefits Duke Energy records a liability for involuntary severance once an involuntary severance plan is 
committed to by management, or sooner, if involuntary severances are probable and the related severance benefits can be reasonably estimated For involuntary 
severance benefits that are incremental to its ongoing severance 
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plan benefits, Duke Energy measures the obligation and records the expense at its fair value at the communication date if there are no future service requirements, or, 
if future service is required to receive the termination benefit, ratably over the service period From time to time, Duke Energy offers special termination benefits 
under voluntary severance programs Special termination benefits are measured upon employee acceptance and recorded immediately absent a significant retention 
period. If a significant retention period exists, the cost of the special termination benefits are recorded ratably over the remaining service periods of the affected 
employees. Employee acceptance of voluntary severance benefits is determined by management based on the facts and circumstances of the special termination 
benefits being offered. 

Guarantees. Upon issuance or modification of a guarantee. Duke Energy recognizes a liability at the time of issuance or material modification for the estimated 
fair value of the obligation it assumes under that guarantee. if any Fair value is estimated using a probability-weighted approach Duke Energy reduces the obligation 
over the term of the guarantee or related contract in a systematic and rational method as risk is reduced under the obligation Any additional contingent loss for 
guarantee contracts subsequent to the initial recognition of a liability in accordance with applicable accounting guidance is accounted for and recognized at the time a 
loss is probable and the amount of the loss can be reasonably estimated. 

Duke Energy has entered into various indemnification agreements related to purchase and sale agreements and other types of contractual agreements with 
vendors and other third parties These agreements typically cover environmental, tax, litigation and other matters. as well as breaches of representations, warranties 
and covenants. Typically, claims may be made by third parties for various periods of time, depending on the nature of the claim Duke Energy's potential exposure 
under these indemnification agreements can range from a specified to an unlimited dollar amount, depending on the nature of the claim and the particular transaction. 
See Note 17 for further information. 

Stock-Based Compensation. For employee awards, equity classified stock-based cornpensation cost is measured at the grant date, based on the fair value of 
the award, and is recognized as expense over the requisite service period, which generally begins on the date the award is granted through the earlier of the date the 
award vests or the date the employee becomes retirement eligible. Share-based awards, including stock options. granted to employees that are already retirement 
eligible are deemed to have vested immediately upon issuance, and therefore, compensation cost for those awards is recognized on the date such awards are granted. 
See Note 19 for further information 

Other Liabil it ies. At December 31, 2009 and 2008, approximately $257 million and $195 million, respectively, of liabilities associated with vacalion accrued are 
included in Other within Current Liabilities on the Consolidated Balance Sheets As of December 31. 2009, this balance exceeded 5% of total current liabilities 

Accounting For Purchases and Sales of Emission Allowances. Emission allowances are issued by the Environmental Protection Agency (EPA) at zero cost 
and permit the holder of the allowance to emit certain gaseous by-products of fossil fuel combustion, including sulfur dioxide (SO 2 )  and nitrogen oxide (NO,) 
Allowances may also be bought and sold via third party transactions or consumed as the emissions are generated Allowances allocated to or acquired by Duke Energy 
are held primarily for consumption Duke Energy records emission allowances as Intangible Assets on its Consolidated Balance Sheets at cost and recognizes the 
allowances in earnings as they are consumed or sold Gains or losses on sales of emission allowances by regulated businesses that do not provide for direct recovery 
through a cost tracking mechanism and non-regulated businesses are presented on a net basis in Gains (Losses) on Sales of Other Assets and Other. net, in the 
accompanying Consolidated Statements of Operations For regulated businesses that provide for direct recovery of emission allowances, any gain or loss on sales of 
recoverable emission allowances are included in the rate structure of the regulated entity and are deferred as a regulatory asset or liability. Future rates charged to 
retail customers are impacted by any gain or loss on sales of recoverable emission allowances and. therefore, as tlie recovery of the gain or loss is recognized in 
operating revenues, the regulatory asset or liability related to the emission allowance activity is recognized as a component of Fuel Used in Electric Generation and 
Purchased Power-Regulated in the Consolidated Statements of Operations Purchases and sales of emission allowances are presented gross as investing activities on 
the Consolidated Statements of Cash Flows See Note 11 for discussion regarding the impairment of the carrying value of certain emission allowances in 2008 

Income Taxes. Duke Energy and its subsidiaries file a consolidated federal income tax return and other state and foreign jurisdictional returns as required. 
Deferred income taxes have been provided for temporary differences between the GAAP and tax carrying amounts of assets and liabilities These differences create 
taxable or tax-deductible amounts for future periods Investment tax credits (ITC) associaled with regulated operations are deferred and are amortized as a reduction of 
income tax expense over the estimated useful lives of the related properties 

Duke Energy records unrecognized tax benefits for positions taken or expected to be taken on tax returns. including the decision to exclude certain income or 
transactions from a return, when a more-likely-than-not threshold is met for a tax position and management believes that the position will be sustained upon 
examination by the taxing authorities. Management evaluates each position based solely on the technical merits and facts and circunistances of tlie position, assuming 
the position will be examined by a taxing authority having full knowledge 01 all relevant information Duke Energy records the largesl amount of the unrecognized lax 
benefit that is greater than 50% likely of being realized upon settlement or effective settlement Management considers a tax position effectively settled for the 
purpose of recognizing previously unrecognized tax benefils when the following conditions exist: (I) the taxing authority has completed its examination procedures, 
including all appeals and administrative reviews that the taxing authority is required and expected to perform for the tax positions, (ii) Duke Energy does not intend to 
appeal or litigate any aspect of the tax position included in the completed examination, and (iti) it is remote that the taxing authority would examine or reexamine any 
aspect of the tax position. See Note 6 for further information 

Deferred taxes are not provided on translation gains and losses where Duke Energy expects earnings of a foreign operation to be indefinitely reinvested 

Duke Energy records, as i t  relates to taxes, interest expense as Interest Expense and interest income and penalties in Other Income and Expenses, net, in the 
Consolidated Statements of Operations 

Accounting for Renewable Energy Tax Credits and Grants Under the American Recovery Act of 2009. In 2009, The American Recovery and Reinvestment 
Act of 2009 (the Stimulus Bill) was signed into law, which provides tax incentives in the form of ITC or cash grants for renewable energy facilities and renewable 
generation property either placed in service through specified dates or for which construction has begun prior to specified dates Under the Stimulus Bill, Duke Energy 
may elect an ITC. which is determined based on a percentage of the tax basis of the qualified property placed in service, for property placed in service after 2008 and 
before 2014 (2013 for wind facilities) or a cash grant. which allows entities to elect to receive a cash grant in lieu of the ITC for certain property either placed in service 
in 2009 or 2010 or for whicli construction begins in 2009 and 2010 When Duke Energy elects either the ITC or cash grant oil Commercial Power's wind facilities that 
meet the stipulations of the Stimulus Bill. Duke Energy reduces the basis oi  the property recorded on the Consolidated Balance Sheets by the amount of  the ITC or 
cash grant and, therefore, the ITC or granl benefit is recognized ralably over the life of the associaled asset Addilionally, certain tax credils and government grants 
received under the Stimulus Bill provide for an 
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incremental initial tax depreciable base in excess of the carrying value for GAAP purposes, creating an initial deferred tax asset equal to the tax effecl of one half of 
the ITC or government grant Duke Energy records the deferred tax benefit as a reduction to income tax expense in the period that the basis difference is created 

Excise Taxes. Certain excise taxes levied by state or local governments are collected by Duke Energy from its customers These taxes, which are required to be 
paid regardless of Duke Energy's ability to collect from the customer, are accounted for on a gross basis. When Duke Energy acts as an agent, and the tax is not 
required to be remitted if it is not collected from the customer, the taxes are accounted for on a net basis. Duke Energy's excise taxes accounted for on a gross basis 
and recorded as operating revenues in the accompanying Consolidated Statements of Operalions were approximately $276 million, $278 million and $277 million for the 
years ended December 31, 2009, 2008 and 2007, respectively 

Foreign Currency Translation. The local currencies of Duke Energy's foreign operations have been determined to be their functional currencies, except for 
certain foreign operations whose functional currency has been determined to be the U.S. Dollar, based on an assessment of the economic circumstances of the 
foreign operation Assets and liabilities of foreign operations, except for those whose functional currency is the U S .  Dollar. are translated into U S Dollars at the 
exchange rates at period end. Translation adjuslmenls resulting from fluclualions in exchange rates are included as a separate component of AOCI. Revenue and 
expense accounts of these operations are translated at average exchange rates prevailing during the year Gains and losses arising from balances and transactions 
denominated in currencies other than Ihe functional currency are included in the results of operations in the period in which they occur See Note 22 for additional 
information on gains and losses primarily associated with International Energy's remeasurement of certain cash and debt balances into the reporting entity's functional 
currency and transaction gains and losses. 

Statements of Consolidated Cash Flows. Duke Energy has made certain classification elections within its Consolidated Slatements of Cash Flows. Cash flows 
from discontinued operations are combined with cash flows from continuing operations within operating, invesling and financing cash flows wilhin the Consolidated 
Statements of Cash Flows With respect to cash overdrafts, book overdrafts are included within operating cash flows while bank overdrafts are included within 
financing cash flows. 

Dividend Restr ict ions and Unappropriated Retained Earnings. Duke Energy does not have any legal, regulatory or other restrictions on paying common 
stock dividends to shareholders. However, as further described in Note 4 ,  due lo  conditions eslablished by regulators at the time of the Duke EnergylCinergy merger 
in April 2006, certain wholly-owned subsidiaries have restrictions on paying dividends or otherwise advancing funds to Duke Energy AI December 31, 2009 and 2008, 
an insignificant amount of Duke Energy's consolidated Retained Earnings balance represents undistributed earnings of equity method investments 

New Account ing Standards. The following new accounting standards were adopted by Duke Energy during lhe year ended December 31, 2009 and the impact of 
such adoption, if applicable has been presented in the accompanying Consolidated Financial Slatements: 

Financial Accounling Standards Board's (FASB) Accounling Slandards Codification ( A X )  705-Generally Accepted Accounting Principles (ASC 105) I In June 2009, 
the FASB amended ASC 105 for the ASC, which identifies the sources of accounting principles and the framework for selecting the principles used in the preparation of 
financial statements of nongovernmental entities that are presented in conformity with GAAP Rules and interpretive releases of the Securities and Exchange 
Commission (SEC) under authority of federal securities laws are also sources of authoritative GAAP. On the effective date of the changes to ASC 105. which was for 
financial statements issued for interim and annual periods ending after September 15. 2009, the ASC supersedes all then-existing non-SEC accounting and reporting 
standards Under the ASC, all of its content carries the same level of authority and the GAAP hierarchy includes only two levels of GAAP: aulhoritative and non- 
authoritative. While the adoption of the ASC did not have an impact on the accounting followed in Duke Energy's consolidated financial statements, !he ASC impacled 
the references to authoritative and non-authoritative accounting literature contained within the Notes 

ASC 805-Business Combinations (ASC 805) In December 2007, the FASB issued revised guidance related to the accounting for business combinations. This 
revised guidance retained the fundamental requirement that the acquisition method of accounting be used for all business combinations and that an acquirer be 
identified for each business combination. This statemenl also established principles and requirements for how an acquirer recognizes and measures in its financial 
statements the identifiable assets acquired, the liabilities assumed, any noncontrolling (minority) interests in an acquiree. and any goodwill acquired in a btJSiness 
combinalion or gain recognized from a bargain purchase For Duke Energy, lhis revised guidance is applied prospectively lo business combinations for which the 
acquisition date occurred on or after January 1 ,  2009 The impact to Duke Energy of applying this revised guidance for periods subsequent l o  implementation will be 
dependent upon the nature of any transactions within the scope of ASC 805 The revised guidance of ASC 805 changed the accounting for income taxes related to 
prior business combinations. such as Duke Energy's merger with Cinergy Effective January 1, 2009, the resolution of any tax contingencies relating to Cinergy that 
existed as of the date of the merger are required to be reflected in lhe Consolidated Statements of Operalions instead of being reflected as an adjustment to the 
purchase price via an adjustment lo goodwill 

ASC 810-Consolidalions (ASC 870) In December 2007, the FASB amended ASC 810 to establish accounting and reporting standards for the noncontrolling 
(minority) interest in a subsidiary and for the deconsolidation of a subsidiary and to clarify that a noncontrolling interest in a subsidiary is an ownership interest in a 
consolidated entity that should be reported as equity in the consolidated financial statements This amendmenl also changed the way the consolidated income 
statement is presented by requiring consolidated net income to be reported at amounls that include the amounts atlribulable to both the parenl and the noncontrolling 
interest In addition, this amendmenl eslablished a single method of accounting for changes in a parent's ownership interest in a subsidiary that do not result in 
deconsolidation For Duke Energy, lhis amendment was effective as of January 1 ,  2009, and has been applied prospectively. except for certain presenlation and 
disclosure requirements that were applied retrospectively The adoption of these provisions of ASC 810 impacled tile presentation of noncontrolling interests in Duke 
Energy's Consolidated Financial Statements, as well as the calculation of Duke Energy's effective tax rate 

ASC 815-Derivalives and Hedging (ASC 815) In March 2008. the FASB amended and expanded the disclosure requirements for derivative instruments and 
hedging activities required tinder ASC 815. The amendments to ASC 815 requires qualitative disclosures aboul objectives and strategies for using derivatives, 
volumelric dala. quantitative disclosures aboul fair value amounts of and gains and losses on derivalive instrumeiils. and disclosures about credil-risk-related 
contingent features in derivative agreements Duke Energy adopted these disclosure requirements as of .January 1. 2009 Tlie adopliun of the amendments to ASC 
815 did not have any impact on Duke Energy's consolidated results of operalions. cash flows or financial position See Note 8 for the disclosures required under ASC 
815 

ASC 775-Compensation-Reliremenf Benefifs (ASC 715) In December 2008. the FASB amended ASC 715 lo require more detailed disclosures about employers' 
plan assets, concentrations of risk wilhin plan assels. and valuation techniques used Io measure the fair value of  plan assets Addilionally. companies will be required 
to disclose their pension assets in a fashion consistent with ASC 820-Fair Value 
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Measurements and Disclosures (i e., Level I .  2, and 3 of the fair value hierarchy) along with a roll-forward of the Level 3 values each year For Duke Energy, these 
amendments to ASC 715 were effective for Duke Energy's Form 10-K for the year ended December 31, 2009. The adoption of these new disclosure requirements did 
not have any impact on Duke Energy's results of operations, cash flows or financial position. See Note 20 for the disclosures required under ASC 715 

The following new accounting standards were adopted by Duke Energy during the year ended December 31, 2008 and the impact of such adoption, if applicable, 
has been presented in the accompanying Consolidated Financial Statements: 

ASC 820 - Fair Value Measurements and Disclosures (ASC 820) Refer to Note 9 for required fair value disclosures 

ASC 825- Financial lnstrumenls (ASC 825) ASC 825 permits, but does not require, entities to elect lo measure many financial instruments and certain other 
items at fair value See Note 9. 

ASC 860 - Transfers and Servicing (ASC 860) and ASC 810. In December 2008, the FASB amended the disclosure requirements related to transfers and servicing 
of financial assets and variable interest entities (VIEs) to require public entities to provide additional disclosures about transfers of financial assets and to require public 
enterprises to provide additional disclosures about their involvement with VlEs Additionally, certain disclosures were required to be provided by a public enterprise that 
is (a) a sponsor that has a variable interest in a VIE and (b) an enterprise that holds a significant variable interest in a qualifying special-purpose enlity (QSPE) but was 
not the transferor (nontransferor enterprise) of financial assets to the QSPE. The new disclosure requirements are intended to provide greater transparency to financial 
statement users about a transferor's continuing involvement with transferred financial assets and an enterprise's involvement with VIEs. The new disclosure 
requirements were effective for Duke Energy beginning December 31, 2008. The additional requirements of ASC 810 did not have any impact on Duke Energy's 
consolidated results of operations, cash flows or financial position. See Note 21 for additional information. 

The following new accounting standards were adopted by Duke Energy during the year ended December 31, 2007 and the impact of such adoption. if applicable. 
has been presented in the accompanying Consolidated Financial Statements: 

ASC 715 In October 2006, the FASB issued accounting rules that changed the recognition and disclosure provisions and measurement date requirements for an 
employer's accounting for defined benefit pension and other post-retirement plans. The recognition and disclosure provisions require an employer to ( 1 )  recognize the 
funded status of a benefit plan-measured as the difference between plan assets at fair value and the benefit obligation-in its statement of financial position. 
(2) recognize as a component of other comprehensive income, net of tax, the gains or losses and prior service costs or credits that arise during the period but are not 
recognized as componenls of net periodic benefit cost, and (3) disclose in the notes to financial statements certain additional information These new accounting rules 
did not change the amounts recognized in the income statement as net periodic benefit cost Duke Energy recognized the funded StatlJS of its defined benefit pension 
and other post-retirement plans and provided the required additional disclosures as of December 31, 2006. The adoption of these new accounting rules did not have a 
material impact on Duke Energy's consolidated results of operations or cash flows. 

Under the new measurement dale requirements. an employer is required to measure defined benefit plan assets and obligations as of Ihe date of the employer's 
fiscal year-end statement of financial position (with limited exceptions) Historically, Duke Energy measured its plan assets and obligations up to three months prior to 
the fiscal year-end, as allowed under the authoritative accounting literature Duke Energy adopted the change in measurement date effective January 1. 2007 by 
remeasuring plan assets and benefit obligations as of that date, pursuant to the transition requirements of the new accounting rules See Note 20 

ASC 740 - Income Taxes (ASC 740). In July 2006, the FASB provided new guidance on accounting for income tax positions about which Duke Energy has 
concluded there is a level of uncertainty with respect to the recognition of a tax benefit in Duke Energy's financial slatements This guidance prescribed the minimum 
recognition threshold a tax position is required to meet Tax positions are defined very broadly and include not only tax deductions and credits but also decisions not to 
file in a particular jurisdiction. as well as the taxability of transactions Duke Energy adopted this new accounting guidance effective January 1 ,  2007 See Note 6 for 
additional information. 

The following new Accounting Standard Updates (ASU) have been issued, but have not yet been adopted by Duke Energy, as of December 31, 2009: 

ASC 860 In June 2009, the FASE issued revised accounting guidance for transfers and servicing of financial assets and extinguishment of liabilities, to require 
additional information about transfers of financial assets, including securitization transactions, as well as additional information about an enlerprise's continuing 
exposure lo the risks related to transferred financial assets This revised accounting guidance eliminates the concept of a qualifying special-purpose entity (OSPE) and 
requires those entities which were not subject to consolidation under previous accounting rules to now be assessed for consolidation In addition. this accounting 
guidance clarifies and amends the derecognition criteria for transfers of financial assels (including transfers of portions of financial assets) and requires additional 
disclosures about a transferor's continuing involvement in transferred financial assels For Duke Energy. lhis revised accounting guidance is effective prospectively 
for transfers of financial assets occurring on or after January 1 ,  2010, and early adoplion of this statement is prohibited Since 2002. Duke Energy Ohio, Duke Energy 
Indiana, and Duke Energy Kentucky have sold, on a revolving basis, nearly all of their accounts receivable and related collections through Cinergy Receivables. a 
bankruptcy-remote QSPE The securitization transaction was structured to meet the criteria for sale accounting treatment, and accordingly, Duke Energy has not 
consolidated Cinergy Receivables, and the transfers have been accounted for as sales Upon adoption of this revised accounting guidance the accounting treatment 
andlor financial statement presentation of Duke Energy's accounts receivable securitization programs will be impacted as Cinergy Receivables will be consolidated by 
Duke Energy as of January 1. 2010. See Note 21 for additional information 

ASC 810 - In June 2009, the FASB amended exisling consolidation accounting guidance to eliminate the exemption from consolidation for QSPEs, and clarified, 
but did not significantly change, the criteria for determining whether an entity meets the definition of a VIE This revised accounting guidance also requires an 
enterprise to qualitatively assess the determination of the primary beneficiary of a VIE based on whether that enterprise has both the power to direct matters that most 
significantly impact the activities of a VIE and the obligation to absorb losses or the right to receive benefits of a VIE that could potentially be significant to a VIE In 
addition. this revised accounting guidance modifies existing accounting guidance to require an ongoing evaluation of a VIE'S primary beneficiary and amends the types 
of events lhat trigger a reassessment of whether an entity is a VIE Furthermore, this accounting guidance requires enterprises to provide additional disclosures about 
their involvement with VlEs and any significant changes in lheir risk exposure due to lhat involvement For Duke Energy, this accounting guidance is effective 
beginning on .January 1 .  2010, and is applicable to all entities in which Duke Energy is involved with, including entities previously subject to existing accounting 
gllidance for VIEs. as well as any QSPEs that exist as of the effective dale Early adoption of this revised accounting guidance is prohibited lJpon adoplion of this 
revised accounting guidance, the accounting treatment and/or financial statement presentation of Duke Energy's accounts receivable securitization programs will be 
impacted as Cinergy Receivables will he consolidated by Duke Energy effective January 1 ,  2010 Duke Energy is currently evaluating the potential impact of the 
adoption of this revised accounting guidance on its other inleresls in VIES and is unable to estimate at this time the impact of adoption 
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on its consolidated resulls of operations, cash flows or financial position 

2. Business Segments 

Power and International Energy. There is no aggregation of operating segments within Duke Energy's reportable business segments. Duke Energy's management 
believes these reporlable business segments properly align the various operalions of Duke Energy with how the chief operating decision maker views the business 
Duke Energy's chief operaling decision maker regularly reviews financial information about each of these reportable business segments in deciding how to allocate 
resources and evaluate performance. 

Duke Energy operates the following business segments, which are all considered reportable business segments: U S  Franchised Electric and Gas, Commercial 

U.S. Franchised Electric and Gas generates, transmits. distributes and sells electricity in central and western North Carolina, western South Carolina, cenlral. north 
central and southern Indiana. and northern Kentucky. U.S Franchised Electric and Gas also transmits. and distributes electricity in southwestern Ohio Additionally, 
U.S Franchised Electric and Gas transports and sells natural gas in southwestern Ohio and northern Kentucky. It conducts operations primarily through Duke Energy 
Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky These electric and gas operations are subject to the rules and regulations ot the 
Federal Energy Regulatory Commission (FERC), Ihe North Carolina Utilities Commission (NCUC), the Public Service Commission of South Carolina (PSCSC). the 
PLJCO. the Indiana Utility Regulatory Commission (IIJRC) and the Kentucky Public Service Commission (KPSC). The substantial majority of tJ S Franchised Electric 
and Gas' operations are regulated and, accordingly, these operations qualify for regulatory accounting treatment 

Commercial Power owns, operales and manages power plants and engages in Ihe wholesale marketing and procurement of electric power, fuel and emission 
allowances related to these plants as well as other contraclual positions Commercial Power's generalion asset flee1 consisls of Duke Energy Ohio's regulated 
generation in Ohio and the five Midwestern gas-fired non-regulated generation assets that were a portion of the former Duke Energy North America (DENA) operations 
Commercial Power's assets, excluding wind energy generation assets. comprise approximately 7,550 net MW of power generation primarily located in the Midwestern 
United Slates. The asset portfolio has a diversified fuel mix with base-load and mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units 
Effective January 2009, the generation asset output in Ohio is contracted under the ESP through December 31, 201 1. As discussed further in Notes 1 and 4, beginning 
on December 17, 2008. Commercial Power reapplied regulatory accounting treatment to certain porlions of its operations due lo Ihe passing of S B  221 and the approval 
of the ESP Commercial Power also has a retail sales subsidiary, Duke Energy Relail Sales (DERS). which is certified by the PUCO as a Competitive Retail Electric 
Service (CRES) provider in Ohio. DERS serves retail electric customers in Southwest, West Central and Northern Ohio with generation and other energy services at 
competitive rates During 2009. due to increased levels of customer switching as a result of the competitive markets in Ohio, DERS has focused on acquiring 
customers that had previously been served by Duke Energy Ohio under the ESP, as well as those previously served by other Ohio franchised utilities Commercial 
Power also develops and implements customized energy solutions. Through Duke Energy Generation Services, Inc. and its affiliates (DEGS), Commercial Power 
develops, owns and operates electric generation for large energy consumers, municipalities, utilities and industrial facilities. DEGS currently manages 6,150 MW of 
power generation at 21 facililies lhroughout Ihe U S. In addition, DEGS engages in the development, construction and operation of wind energy projecls Currently, 
DEGS has approximately 735 net MW of wind energy generating capacily in commercial operation, approximately 250 MW of wind energy under construction and more 
than 5,000 MW of wind energy projects in development DEGS is also developing Iransmission. solar and biomass projects 

International Energy principally operates and manages power generation facilities and engages in sales and marketing of electric power and natural gas outside the 
U S. It conducts operations primarily through Duke Energy International. LLC and its affiliates and its activities principally target power generation in Latin America. 
Additionally, lnlernational Energy owns equity inveslmenls in National Methanol Company (NMC), located in Saudi Arabia, which is a leading regional producer of 
methanol and methyl lertiary butyl ether (MTBE). and Attiki Gas Supply S A (Attiki), which is a natural gas distributor located in Athens. Greece See Note 12 for 
additional information related lo the investment in Attiki StJbSeqUent lo December 31, 2009 

The remainder of Duke Energy's operations is presented as Other While it is not considered a business segment. Other primarily includes certain unallocated 
corporale costs. Bison Insurance Company Limited (Bison), Duke Energy's wholly-owned, captive insurance subsidiary. Duke Energy's effective 50% interest in the 
Crescenl JV (Crescent) and DukeNet Communications, LLC (DukeNet) and related telecommunications. Additionally. Other includes Duke Energy Trading and 
Marketing. LLC (DETM). which is 40% owned by ExxonMobil and 60% owned by Duke Energy, and management is currently in the process of winding down Unallocated 
corporale costs include certain costs no1 allocable to Duke Energy's reportable business segments, primarily governance costs, costs lo achieve mergers and 
divestilures (sucli as the Cinergy merger and spin-off of Spectra) and costs associated with certain corporate severance programs Bison's principal activities as a 
captive insurance enlity include the insurance and reinsurance of various business risks and losses, such as property, business interruplion and general liability of 
subsidiaries and affiliates of Duke Energy On a limited basis, Bison also participates in reinsurance activities with certain third parties. Crescent. which develops and 
manages high-quality commercial, residential and mulli-family real estate projects primarily in the Southeastern and Soulhwestern U S, filed Chapter 1 1 pelitions in a 
U S. Baiikruplcy Courl in June 2009 As a result of recording 11s proporlionate share of impairment charges recorded by Crescent during 2008, the carrying value of 
Duke Energy's investment balance in Crescent is zero and Duke Energy disconlinued applying the equity method of accounting to its investment in Crescent in the 
third quarter of 2008 and has not recorded its proportionate share of any Crescent earnings or losses in subsequent periods See Note 12 for additional informalion 
related lo Crescent DukeNet develops. owns and operates a fiber optic communications network, primarily in the Soulheast U S , serving wireless, local and long- 
distance communications companies, internet service providers and other businesses and organizalions 

Duke Energy's reportable business segmenls offer different products and services or operate under differenl competitive environments and are managed 
separalely Accounting policies for Duke Energy's segments are the same as lliose described in Nole 1 Managemenl evaluales segment performance based on 
earnings before interest and taxes from continuing operations (excluding certain corporate governance costs). after deducling amounts altribulable to noncontrolling 
interesls related to lhose profits (EBIT) On a segment basis, EBlT excludes discontinued operations represents all profils from continuing operations (both operating 
and non-operating) before deducting interest, laxes and certain allocated governance costs, and is net of the expenses allributable to noncontrolling interests relaled lo 
lliose profils Segment EBlT includes lransactions between reportable segmenls 

Cash, cash equivalents and short-term mvestments are managed centrally by Duke Energy. SO the associated inleresl and dividend inconie on lliose balances, 
as well as realized and unrealized gains and losses from foreign currency remeasurement and Iransactlons, are excluded from Ihe segments' EBlT 
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Business Segment Datal”) 

Segment EBIT/ Capital and 
Consolidated Investment 

Income Depreciation Expenditures 
l lnaf f i l iated lntersegment Total f rom Cont inuing and and Segment 
Revenues Revenues Revenues Operations before Amortization Acquisit ions Assets”) 

Income Taxes 

( in mi l l ions) 

Year Ended 

U.S. Franchised Electric and 
December 31,2009 

Gas $ 9,392 $ 41 5 9,433 $ 2,321 $ 1,290 $ 3,560 $ 42,763 

International Energy 1,158 __ 1,158 365 128 4,067 
Comniercial Power(c) 2,109 5 2,114 27 206 688 7,345 

Total reportable segments 12,659 46 12,705 2,7 13 1,577 4,376 54,175 

reclassifications I 

Other 72 56 128 (251) 79 181 2,736 
Eliminations and 

129 __ - - 
__. __ - (102) 

_. - _” 
(75 1) - 

(102) 
Interest expense - __ 
Interest income and other(d) __. - __ 102 
Add back of noncontrolling 

interest component of 
reportable segment and 
Other EBlT - __ - 

Total consolidated $ 12,731 $ - -  $ 12,731 $ 1,831 $ 1,656 $ 4,557 $ 57,040 

- - I_ 18 

Year Ended 
December 31, 2008 

U S Franchised Electric and 
Gas $ 10,130 $ 29 $ 10,159 $ 2.398 $ 1,326 $ 3,650 $ 39,556 

Commercial Power 1,817 9 1,826 264 174 870 7,467 
__ 1.185 411 84 .“ 161.-..- 3.309 International Energy 

Total reportable segments 13,132 38 13,770 3.073 1,584 4,681 50,332 
Other@) 75 59 134 (568) 86 24 1 2,605 
Eliminations and 

140 (97) 

~ - - ~  1,185 - - ~  

- - __ 
- - - 
- __ - (74 1) - (97) 

Interest expense - __ 
Interest income and otherld) - - 

reclassifications - 

- 117 
Add back of noncontrolling 

interest component of 
reportable segment and 
Other EBlT - - - 10 - 
Total consolidated $ 13,207 $ - -  S 13,207 $ 1,891 $ 1,670 $ 4,922 $ 53,077 

- ,._- 
- .- 

Year Ended 
December 31,2007 

U S Franchised Electric and 
Gas $ 9.715 $ 25 S 9.740 $ 2,305 $ 1,437 $ 2,613 $ 35,950 

Commercial Power 1,870 11 1,881 278 169 442 6.826 
- International Energy 1,060 __ 1,060 388 79 74 3,707 

Total reportable segments 12,645 36 12,681 2,971 1,685 3,129 46,483 
Other 75 92 167 (260)  61 153 3.176 
Eliminations and 

27 (128) (128) 
Interest expense - __ 
Interest income and other@‘) __ - - 201 __ __ - 

- - - 
- - - (685) - 

reclassifications - 

Add back of noncontrolling 
inleresl component of 
reportable segment and 
Other EBlT __ - - 9 __ - ___ 
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Segment EBlTl  Capital and 
Consolidated Investment 

Income Depreciation Expenditures 
Unaffi l iated lntersegment Total f rom Cont inuing and and Segment 
Revenues Revenues Revenues Operations before Amortization Acquisit ions Assets@) 

Income Taxes 

( in mi l l ions) 

Total consolidated $ 12,720 $ - -  $ 12,720 $ 2,236 S 1,746 $ 3,282 $ 49,686 

(a) 
(b) 

(c) 

(d) 

(e )  

Segment results exclude results of entities classified as discontinued operations. 
Includes assets held for sale and assels of entities in discontinued operations. See Note 12 for description and carrying value of investments 
accounted for under the equity method of accounting within each segment 
As discussed further in Note 11. during the year ended December 31, 2009, Commercial Power recorded impairment charges of approximately $4 13 
million, which consists primarily of a goodwill impairment charge associated with its Midwest non-regulated generation assets 
Other within interest income and other includes foreign currency transaction gains and losses and additional noncontrolling interest expense not 
allocated to the segment results. 
As discussed further in Note 12, Duke Energy recorded its proportionate share of impairment charges recorded by Crescent of approximately $238 
million during the year ended December 31, 2008. 

Geographic Data 

2009 
Consolidated revenues 
Consolidated long-lived assets 
2008 
Consolidated revenues 
Consolidated long-lived assets 
2007 
Consolidated revenues 
Consolidated long-lived assets 

( in mi l l ions) 

$ 11,573 $ 1,158 S 12,731 
41,043 2,561 43,604 

$ 12.022 $ 1,185 $ 13,207 
37,866 2,065 39,931 

S 11,660 $ 1,060 $ 12,720 
33,746 2,298 36,044 

(a) Change in amounts of long-lived assets in Latin America is primarily due to foreign currency translation adjustments on property, plant and equipment 
and other long-lived asset balances 

3. Acquisitions and Dispositions of Businesses and Sales of Other Assets 

earnings after lhe purchase date 
Acquisitions. Duke Energy consolidates assets and liabilities from acquisitions as of the purchase dale, and includes earnings from acquisitions in consolidated 

In June 2009, Duke Energy completed the purchase of the remaining approximate 24% noncon!rolling interest in the Aguaytia Integrated Energy Project 
(Aguaytia), located in Peru, for approximalely $28 niillion Subsequent lo lhis transaction, Duke Energy owns 100% of Aguaytia As the carrying value of the 
nonconlrolling interest was approximately $42 million al  the date of acquisition, Duke Energy's consolidated equity increased approximately $14 million as a result of 
this transaction Cash paid for acquiring this additional ownership interest is included in Distributions to nonconlrolling interesls within Net cash provided by (used in) 
financing activities on the Consolidated Statements of Cash Flows 

In June 2009, Duke Energy acquired North Allegheny Wind, LLC (North Allegheny) in Western Pennsylvania for approximately $124 million The fair value of the 
ne! assels acquired were determined primarily using a discounted cash flow model as the outpul of North Allegheny 15 contracted for 23 ' /2  years under a fixed price 
purchased power agreement Substantially all of Ihe lair value of the acquired net assets has heen attributed to property, plant and equipment There was no goodwill 
associated with this transaction North Allegheny owns 70 MW of power generating assets that began commercially generating electricity in Il ie third quarter of 2009 

On September 30. 2008, Duke Energy completed the purchase of a portion of Saluda River Electric Cooperative. Inc 's (Saluda) ownership interest in the Catawba 
Nuclear Station Under Ilie terms of the agreemenl. Duke Energy paid approxiniately S 150 million for Ihe addilional ownership interest in tlie Catawba Nuclear Station 
Following the closing of the transaction, Duke Energy owns approximately 19% of the Calawba Nuclear Slation No goodwill was recorded as a result of this 
transaction See Note 4 for discussion of Ihe NCUC and the PSCSC approval of Duke Energy's petition requesting an accounting order lo defer incremental cosls 
incurred from the purchase of Ihis additional ownership interesl 

In September 2008, Duke Energy acquired Calamounl Energy Corporation (Catamount). a leading wind power company located in Rutland. Vermont This 
acquisition included over 300 MW of power generating assets. including 283 net MW in tlie Sweetwater wind power facility in West Texas, and 20 net MW of biomass- 
fueled cogeneration in New England and also included approximately 1,750 MW of wind assets with !he potential for development in the U.S and United Kingdom. This 
transaction resulted in a purchase price of approximately $245 million plus Ilie assuniption of approximalely $80 million of debt The purchase accounling entries 
consisted of approximately S190 million of equity method investments, approximately $ 1  17 million of intangible assets related to wind development rights, 
approximately $70 million of goodwill. none of which is deductible for tax purposes, and approximately $80 million of debt See 'dispositions" below for a discussion of 
the subsequent sale of two projects acquired as part of  the Catamount transaction 
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In May 2007, Duke Energy acquired the wind power development assets of Energy Investor Funds from Tierra Energy. The purchase included more than 1,000 
MW of wind assets in various stages of development in the Western and Southwestern U.S. and supports Duke Energy's strategy to increase its investment in 
renewable energy A significant portion of the purchase price was for intangible assets. Three of the development projects. totaling approximately 240 MW, are located 
in Texas and Wyoming. Two of these projects went into commercial operation during 2008, with the other project beginning commercial operalion in 2009. 

The pro forma results of operations for Duke Energy as if those acquisitions discussed above which closed prior to December 31, 2009 occurred as of the 
beginning of the periods presented do not materially differ from reported results. 

Dispositions. In the first quarter of 2009. Duke Energy completed the sale of two United Kingdom wind projects acquired in the Catamount acquisition. No gain or 
loss was recognized on these transactions As these projects did not meet the definition of a disposal group as defined within the applicable accounting guidance, these 
projects were not reflected as held for sale on the Consolidated Balance Sheets prior to the completion of the sale 

On January 2, 2007, Duke Energy completed the spin-off of its natural gas businesses. See Note 1 and Note 13 for additional information 

Other Asset Sales. For the year ended December 31, 2009, the sale of other assets resulted in approximately 563 million in proceeds and net pre-tax gains of 
approximately $36 million, which is recorded in Gains (Losses) on Sales of Other Assets and Olher, net, in the Consolidated Statements of Operations These gains 
primarily relate to sales of emission allowances by U S Franchised Electric and Gas and Commercial Power. 

For the year ended December 31, 2008, the sale of other assets resulted in approximately $87 million in proceeds and net pre-tax gains of approximately 569 
million, which is recorded in Gains (Losses) on Sales of Other Assets and Other, net, in the Consolidated Statements of Operations. These gains primarily relate to 
Commercial Power's sales of emission allowances 

For the year ended December 31, 2007. the sale of other assets resulted in approximately 532 million in proceeds and net pre-tax losses of approximately 55 
million, which is recorded in Gains (Losses) on Sales of Other Assets and Other, net, in the Consolidated Statements of Operations These losses primarily relate to 
Commercial Power's sales of emission allowances that were written up to fair value in purchase accounting in connection with Duke Energy's merger with Cinergy in 
April 2006. 

4. Regulatory Matters 

Regulatory Assets and  Liabil it ies. 

treatment Accordingly, these businesses record assets and liabilities that result from the regulated ratemaking process that would not be recorded under GAAP for non- 
regulated entities See Note 1 for further information 

The substantial majority of U S Franchised Electric and Gas' operations and certain portions of Commercial Power's operations apply regulatory accounting 
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Duke Energy's Regulatory Assets and Liabilities: 

As  of December 31, 

Recovery/Refund 
2009 2008 Period End&) 

Requlalorv Asset& 
Net regulatory assel related lo income laxes(C) 
Accrued pension and post retirementId) 
ARO costs and NDTF assels(d) 
Regulatory transition charges(d) 
Gasification services agreement buyout costs (dl  
Deferred debt expense@) 
Vacation accruaP 
Post-in-service carrying cosls and deferred operaling expense @)Id) 
Under-recovery of fuel costs(')(") 
Regional Transmission Organization (RTO) costs(h) 
Hedge costs and other 
Storm cost deferralsId) 
Forward contracts to purchase emission allowances (h) 
Allen Steam StationlSaluda River deferralsIh)lt) 
Over-distribution of Bulk Power Marketing sharing(') 
Otiier(h) 

Total Regulatory Assets 

Requ/atory Liabi/ifies@J 
Removal 
Nuclear properly and liability  reserve^(^)(^) 
Demand-side management cos l~b ) (~ )  
Accrued pension and olher post-retirement benefits 1') 
Gas purchase costs(') 
Over-recovery of fuel costs("'I0) 
Under-distribution of Bulk Power Marketing sharing ("1 
Commodity contract termination setllement(') 
Other(') 

Tolal Regulatory Liabilities 

All regulatory assels and liabilities are excluded from rate base unless otherwise noted 
Recovery/Refund period varies for these items with some currently unknown 
Included in rate base 
Included in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 
Included in Other Current Assets on the Consolidated Balance Sheels 
Included in Accounls Receivable and Other Assels on Ihe Consolidated Balance Sheets. 

( in  mi l l ions) 

$ 557 
1,295 

90 1 
73 

145 
151 
142 
95 

182 
16 
81 
38 
2 

63 
30 

115 -_I--.- 

$ 3,886 

$ 2.277 
188 
156 
91 
29 

218 
13 
30 

106 

$ 3.108 

$ 625 
1,261 
1,016 

138 
175 
160 
137 
101 
163 
20 

107 
36 
33 

__ 
- 
105 

$ 4,077 - 
5 2,162 

184 
134 

14 
60 
23 

101 

$ 2,678 

- 

- 

- 

IO) 

(b) 

2043 
2011 
2018 
2039 
2010 

10) 

201 1 
19) 

201 1 
(b) 

201 1 
2014 
201 1 

(b) 

(91 

2043 
IPI 
lb) 

2010 
2011 
2010 
2014 

(b) 

North Carolina portion of approximately $7 million to be recovered in rates lhrough 2012 South Carolina portion of approximately S9 million Io be recovered in 
relail rates Ihrough 2014 
Included in Other Current Assets and Other Regulalory Assets and Deferred Debits on the Consolidated Balance Sheets. 
Included in Olher Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
Duke Energy is required l o  pay interest on the outstanding balance 
Included in Other Current Liabilities and Other Deferred Credils and Other Liabililies on the Consolidated Balance Sheets 
Included in Accounts Payable on the Consolidated Balance Sheets 
Included in Accounls Payable and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 
Included in Other Current Liabilities on the Consolidated Balance Sheets 
Recovery is over Ihe l ife of the associaled asset 
Incurred costs were deferred and are being recovered in rates U.S. Franchised Electric and Gas is over-recovered for approximalely $140 million of these costs 
in tile South Carolina jurisdiction at December 31. 2009 South Carolina over-recovery will be refunded via a rate rider implemented February 2010 that is expected 
to return these funds over approximalely three years. dependent on volume of sales in that jurisdiction 
Liability IS extinguished over the lives of the associated assels 
Approximalely $75 million and $95 million of the balance at December 31, 2009 and 2008, respectively, relates to mark-to-market deferrals associated with open 
native load hedge positions at Commercial Power 
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(s) 

(t) 
(u )  

Represents the latesl recovery period across all jurisdictions in which Duke Energy operates Regulatory asset and liability balances may be collected or refunded 
sooner than the indicated date in certain jurisdictions 
North Carolina has approved earning a return on the outstanding balance Soulh Carolina will not earn a return during the refund period 
Approximately $88 million and an insignificant amount at December 31, 2009 and 2008, respectively, relates to under collections of Commercial Power's native 
load fuel costs. 

Restrictions on the Abi l i ty  o f  Certain Subsidiaries to Make Dividends, Advances a n d  Loans to Duke Energy Corporation. As a condition l o  the Duke 
Energy and Cinergy merger approval, the PUCO, the KPSC, the PSCSC. the IURC and the NCUC imposed conditions (the Merger Conditions) on the ability of Duke 
Energy Carolinas, Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana to transfer funds to Duke Energy through loans or advances, as well as 
restricted amounts available to pay dividends to Duke Energy. Duke Energy's public utility subsidiaries may not transfer funds to the parent through intercompany 
loans or advances; however, certain subsidiaries may transfer funds to the parent by obtaining approval of the respective state regulatory commissions Additionally, 
the Merger Conditions imposed the following restrictions on the ability of the public utility subsidiaries to pay cash dividends: 

Duke Energy Carolinas Under the Merger Conditions, Duke Energy Carolinas must limit cumulative distributions lo Duke Energy Corporation subsequent to the 
merger to (i) the amount of retained earnings on the day prior to the closing of the merger, plus (ii) any future earnings recorded by Duke Energy Carolinas subsequent 
to the merger 

Duke Energy Ohio Under the Merger Conditions, Duke Energy Ohio will not declare and pay dividends out of capital or unearned surplus without the prior 
authorization of the PUCO In September 2009, the PUCO approved Duke Energy Ohio's request to pay dividends out of paid-in capilal up lo the amount of the pre- 
merger retained earnings and to maintain a minimum of 20% equity in its capital structure 

Duke Energy Kenlucky Under the Merger Conditions, Duke Energy Kentucky is required to pay dividends solely out of retained earnings and to maintain a 
minimum of 35% equity in its capital structure. 

Duke Energy lndiana Under the Merger Conditions, Duke Energy Indiana shall limit curnulalive distributions paid subsequelit to the Duke Energy-Cinergy merger 
to (i) the amount of retained earnings on the day prior to the closing of the merger plus (ii) any future earnings recorded by Duke Energy Indiana subsequent to the 
merger. In addition, Duke Energy Indiana will not declare and pay dividends out of capital or unearned surplus without prior authorization of the IURC 

Additionally, certain other subsidiaries of Duke Energy have restrictions on their ability to dividend, loan or advance funds to Duke Energy due to specific legal or 
regulatory restrictions, including, but not limited to, minimum working capital and tangible net worth requirements 

At December 31, 2009, Duke Energy's consolidated subsidiaries had restricted net assets of approximately $10 5 billion that may not be transferred to Duke 
Energy without appropriate approval based on the aforementioned merger conditions 

US. Franchised Electric and Gas. 

for retail gas and electric service within Ohio, except that non-regulated sellers of gas and electric generation also are allowed to operate in Ohio (see ' Commercial 
Power" below) The FERC approves rates for electric sales to wholesale customers served under cost-based rates 

Rate Related lnformat ion The NCUC, PSCSC, IURC and KPSC approve rates for retail electric and gas services within their states The PUCO approves rates 

Duke Energy Carolinas North Carolina 2007 Rate Case. On December 20, 2007, the NCUC issued its Order Approving Stipulation and Deciding Non-Settled 
Issues (Order), which required that Duke Energy Carolinas' test period for operaling costs reflect an annualized level of the merger cost savings actually experienced in 
the test period However, the NCUC recognized that its trealment of merger savings would not produce a fair result Therefore, on February 18, 2008, the NCUC 
issued an order authorizing a 12-month increment rider, beginning January 2008, of approximately $80 million designed to provide a more equitable sharing of the actual 
merger savings achieved on an ongoing basis Duke Energy Carolinas implemented the rate rider effective January 1, 2008 and terminated the rider effective 
January 1, 2009 The Order ultimately resulted in an overall average rate decrease of 5% in 2008, increasing to 7% upon expiration of this one-time rate rider 

Duke Energy Carolinas 2009 North Carolina Rate Case On .lune 2, 2009, Duke Energy Carolinas filed an Application for Adjustment of Rates and Charges 
Applicable to Eleclrtc Servtce in North Carolina to increase its base rates The Application was based upon a historical test year consisling of the 12 months ended 
December 31, 2008 On October 20, 2009, Duke Energy Carolinas entered into a settlement agreement with the North Carolina Public Slaff Two organizations 
representing indtJStrial customers joined the settlement on October 22, 2009 The terms of the agreement include a base rate increase of $315 million (or approximately 
8%) phased in primarily over a two-year period beginning January 1. 2010 In order to mitigate the impact of the increase on customers, the agreement provides for 
(i) a one-year delay in the collection of financing costs related to the Cliffside modernization project until January 1, 201 1; and (ii) the accelerated return of certain 
regulatory liabilities to customers which lower the total impact to customer bills to an increase of approximately 7% in the near-lerm The proposed settlement included a 
10 7% return on equity and a capital structure of 52.5% equity and 47 5% long-term deb1 Additionally, Duke Energy Carolinas agreed not to file another rate case 
before 2011 with any changes to rates taking effect no sooner than 2012 The NCUC approved the settlement agreement in full by order dated December 7 ,  2009 The 
new rates were effective and implemented on January 1. 2010 

Duke Energy Carolinas 2009 South Carolina Rate Case On July,27, 2009, Duke Energy Carolinas filed its Application for Authority to Increase and Adjust 
Rates and Charges for an increase in rates and charges in South Carolina including approval of a charge to customer bills to pay for Duke Energy Carolinas' ,new 
energy efficiency eflorts Parties to the proceeding include the South Carolina Office of Regulatory Staff (ORs), the South Carolina Energy Users Commitlee 
(SCEUC). and the South Carolina Green Party Duke Energy Carolinas, ORS. and SCEUC filed a settlement agreement on Noveniber 24, 2009, recommending. (I) a 
S74 million increase in base rates. (ti) an allowed return on equity of 11% with rates set at a return on equity of 10 7 %  and capital structure of 53% equity. and 
(iii) various riders, including one that provides for the return of DSM charges previously collected from customers over three years, and another that provides for a 
storm reserve provision allowing Duke Energy Carolinas to collect $5 million annually (up to a maximum funding level of $50 million accumulating in reserves) to be 
used against large storm costs in any particular period On January 20, 2010, the PSCSC approved the settlement agreement in full, including the cost recovery 
mecliantsni for the energy efficiency effort The new rates were effeclive February 1. 2010. 

Duke Energy Ohio Electric Rate f i l i ngs  New legislation (SB 221) codifies the PUCO's authority to approve an electric utility's standard generation service 
offer through an ESP, which would allow for pricing structures similar to those under the historic RSP Electric utilities are required io file an ESP and may also file an 
application for a MRO at the same time The MRO is a price determined through a 
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competitive bidding process SB 22 1 provides for the PUCO to approve non-bypassable charges for new generation, including construction work-in-process from the 
outset of construction. as part of an ESP The new law grants the PUCO discretion to approve single issue rate adjustments to distribution and transmission rates and 
establishes new alternative energy resources (including renewable energy) portfolio standards, such that a utility's portfolio must consist of at least 25% of these 
resources by 2025. SB 221 also provides a separate requirement for energy efficiency, which must reduce a utility's load by 22% before 2025. A utility's earnings 
under the ESP are subject lo an annual earnings lest and the PUCO must order a refund if i t  finds that the utility's earnings significantly exceed the earnings of 
benchmark companies with similar business and financial risks The earnings test acts as a cap to the ESP price SB 221 also limits the ability of a utility to transfer its 
designated generating assets to an exempt wholesale generator (EWG) absent PUCO approval On July 31, 2008, Duke Energy Ohio filed an ESP to be effective 
January 1, 2009 On December 17, 2008, the PUCO issued its finding and order adopting a modified Stipulation with respect to Duke Energy Ohio's ESP filing The 
PUCO agreed to Duke Energy Ohio's request for a net increase in base generation revenues, before impacts of customer switching, of $36 million, $74 million and $98 
million in 2009, 201 0 and 201 1, respectively, including the termination of the residential and non-residential Regulatory Transition Charge, the recovery of expenditures 
incurred to deploy the SmartGrid infrastructure and the implementation of save-a-watt. The Stipulation also allowed Duke Energy Ohio to defer up to $50 million of 
certain operation and maintenance costs incurred at the W C Beckjord generating station for its continued operation and to amortize those costs over the three-year 
ESP period The PUCO modified the Stipulation to permit certain non-residential customers to opt out of utility-sponsored energy efficiency initiatives and to allow 
residential governmental aggregation customers who leave Duke Energy Ohio's system to avoid some charges. 

As discussed further below within 'Commercial Power" and in Note 1. as a result of the approval of the ESP, effective December 17. 2008, Commercial Power 
reapplied regulatory accounting to certain portions of its operations. 

Duke Energy Ohio Gas Rate Case.. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas service. The 
application also requested approval to continue tracker recovery of costs associated with the accelerated gas main replacement program and an acceleration of the 
riser replacement program On February 28, 2008, Duke Energy Ohio reached a settlement agreement with the PUCO Staff and all of the intervening parties on its 
request for an increase in natural gas base rates The settlement called for an annual revenue increase of approximately $18 million in base revenue, or 3% over 
current revenue, permitted continued recovery of costs through 2018 for Duke Energy Ohio's accelerated gas main and riser replacement program and permitted 
recovery of carrying costs on gas stored LJndergrOWId via its monthly gas cost adjustment filing The settlement did not resolve a proposed rate design for residential 
customers, which involved moving more of the fixed charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter 
reading, from the per unit charges to the monthly charge On May 28. 2008, the PUCO approved the settlement in its entirety and Duke Energy Ohio's proposed 
modified straight fixed-variable rate design 

Duke Energy Ohio Electric Distr ibut ion Rate Case. On June 25, 2008, Duke Energy Ohio tiled notice with the PUCO that it would seek a rate increase for 
electric delivery service to be effective in the second quarter of 2009 On December 22, 2008, Duke Energy Ohio filed an application requesting deferral of 
approximately $31 million related to damage to its distribution system from a September 14, 2008 windstorm, which was granted by the PUCO Accordingly, a $31 
million regulatory asset was recorded in 2008 On March 31. 2009, Duke Energy Ohio and Parties to the case filed a Stipulation and Recornmendation which settles all 
issues in the case The Stipulation provided for a revenue increase of $55 million, or approximately a 2.9% overall increase. The Parties also agreed that nuke Energy 
Ohio will recover any approved costs associated with the September 14, 2008 wind storm restoration through a separate rider recovery mechanism. Duke Energy Ohio 
agreed to file a separate application to set the rider and the PUCO will review the request and determine the appropriate amount of storm costs that should be 
recovered The Stipulation includes, among other things, a weatherization and energy efficiency program, and recovery of distribution-related bad debt expenses 
through a rider mechanism The Stipulation was approved in its entirety by the PUCO on July 8. 2009 and rates were effective July 13, 2009 On January 26, 2010, 
the Ohio Supreme Court affirmed the PUCO's decision 

Duke Energy Kentucky Gas Rate Cases In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, among other things, 
recovery of costs associated with an accelerated gas main replacement program. The approval authorized a tracking mechanism to recover certain costs including 
depreciation and a rate of return on the program's capilal expenditures The Kentucky Attorney General appealed to the Franklin Circuit Court the KPSC's approval of 
the tracking mechanism as well as the KPSC's subsequent approval of annual rate adjustments under this tracking mechanism In 2005, both Duke Energy Kentucky 
and the KPSC requested that the court dismiss these cases 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism and for a $14 million 
annual increase in base rates A portion of l l ie increase was attributable to recovery of the current cost of the accelerated gas main replacement program in base 
rates In June 2005, the Kentucky General Assembly enacted Kenlucky Revised Statute 278 509 (KRS 278.509). which specifically authorizes the KPSC to approve 
tracker recovery for utilities' gas main replacemenl programs In December 2005, the KPSC approved an annual rate increase and re-approved the tracking mechanism 
through 201 1 In February 2006, the Kenlucky Attorney General appealed the KPSC's order to the Franklin Circuit Court, claiming that the order improperly allows Duke 
Energy Kentucky to increase its rates for gas main replacement costs in between general rate cases, and also claiming that the order improperly allows Duke Energy 
Kentucky to earn a return on investment for the costs recovered under the tracking mechanism which permits Duke Energy Kentucky to recover its gas main 
replacement costs 

In August 2007, the Franklin Circuit Court consolidated all llie pending appeals and ruled that the KPSC lacks legal authority to approve the gas main replacement 
tracking mechanism, which was approved prior to the enactmenl of KRS 278 509 in 2005 To date, Duke Energy Kentucky has collected approximately $9 million in 
annual rate adjustments under the tracking mechanism Per the KPSC order, Duke Energy Kentucky collected these revenues subject to refund pending the final 
outcome of this litigation Duke Energy Kentucky and the KPSC have requested that the Kentucky Court of Appeals grant a rehearing of its decision On February 5, 
2009, the Kentucky Court of Appeals denied the rehearing requests of both Duke Energy Kentucky and the KPSC Duke Energy Kentucky filed a motion for 
discretionary review to the Kentucky Supreme Court on or about March 6. 2009. The Kentucky Supreme Court has accepted discretionary review of this case and merit 
briefs were filed on October 19. 2009 Duke Energy Kentucky filed its reply brief on January 4, 2010 

On July 1. 2009, Duke Energy Kenlucky filed its application for an approximate $18 million increase in base natural gas rates Duke Energy Kentucky also 
proposed to implement a modified straight fixed-variable rate design for residential customers, which involves moving more of the fixed charges of providing gas 
service, such as capital investment in pipes and regulating equipment billing and meter reading, from the volumetric charges to the fixed monthly charge On 
November 19. 2009, Duke Energy Kentucky and the Kenlucky Attorney General jointly filed a Stipulation and Recommendation reflecting their settlement of the gas 
rate case The Stipulation and Recommendation reflects a revenue increase of $13 million. which reflected a10 375% Return on Equity Duke Energy Kentucky agreed 
to withdraw its request for a slraighl fixed-variable rate design and to forego filing another gas rate case in the eighteen months following approval of the Stipulation and 
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Recommendation The KPSC issued an order approving the Stipulation and Recommendation on December 29, 2009 New rates went into effect .January 4, 2010 

Duke Energy Carolinas Energy Efficiency. On May 7, 2007. Duke Energy Carolinas filed its save-a-watt application with the NCUC. The save-a-watt proposal 
is based on the avoided cost of generation not needed resulting from any successful Duke Energy Carolinas energy efficiency programs. On February 26. 2009, the 
NCUC issued an order (i) approving Duke Energy Carolinas' energy efficiency programs; (ii) requesting additional information on Duke Energy Carolinas' returns under 
eight different compensation scenarios; and (iit) authorizing Duke Energy Carolinas to implement its rate rider pending approval of a final compensation mechanism by 
the NCUC Duke Energy Carolinas filed the additional information requested by the NCUC on March 31, 2009. On June 12. 2009, Duke Energy Carolinas filed with the 
NCUC a settlement agreement between Duke Energy Carolinas and the Public Staff and several environmental intervenors A hearing on the settlement was held on 
August 19. 2009 A Notice of Decision approving the settlement with modifications was issued on December 14, 2009. Duke Energy Carolinas began offering energy 
conservation programs to North Carolina retail customers and billing a conservation-only rider on June 1. 2009. On February 10, 2010, the NCUC approved the order in 
full. 

In mid-October 2009, Duke Energy Carolinas began offering demand response programs in North Carolina On January 1, 2010, Duke Energy Carolinas began lo 
bill the full Rider Energy Efficiency approved by the NCUC in its December 14, 2009 Notice of Decision 

On May 6, 2009, the PSCSC approved Duke Energy Carolinas' request for (i) approval of conservation and demand response programs; (ii) cancellation of certain 
existing demand response programs; (iii) deferral of the costs incurred to develop and implement the energy efficiency programs from .lune 1, 2009 until the date 
these costs are reflected in electric rates; and (iv) assurance that Duke Energy Carolinas may true-up incentives for costs deferred pursuant to the petition in 
accordance with the PSCSC order on the appropriate compensation mechanism in Duke Energy Carolinas' 2009 general rate proceeding Duke Energy Carolinas began 
offering demand response and conservation programs to South Carolina retail customers effective June 1 ,  2009 As described above, on January 20, 2010, the 
PSCSC approved Duke Energy Carolinas' cost recovery mechanism for energy efficiency The new rates were effective February 1. 2010 

The save-a-watt programs and compensation approach in both North Carolina and South Carolina are approved through December 31, 2013 

Duke Energy Ohio Energy Efficiency. Duke Energy Ohio filed the save-a-watt Energy Efficiency Plan as part of its ESP filed with the PUCO, which was 
approved by the PUCO on December 17, 2008, as discussed above, including allowing for the implementation of a new save-a-watt energy efficiency compensation 
model. However, the PUCO determined that certain non-residential customers may opt out of Duke Energy Ohio's energy efficiency initiative. Applications for 
rehearing of this issue were denied by the PUCO and no further appeals of this issue have been taken. The save-a-watt programs and compensation approach in Ohio 
are approved through December 31, 201 1 

Duke Energy lndiana Energy Efficiency. In October 2007, Duke Energy Indiana filed i ls petition wilh the IURC requesting approval of an alternative regulatory 
plan to increase its energy efficiency efforts in the state Duke Energy Indiana seeks approval of a plan that will be available to all customer groups and will 
compensate Duke Energy Indiana for verified reductions in energy usage Under the plan, customers would pay for energy efficiency programs through an energy 
efficiency rider that would be included in their power bill and adjusted annually through a proceeding before the IURC. The energy efficiency rider proposal is based on 
the save-a-watt compensation model of avoided cost of generation A number of parties have intervened in the proceeding Duke Energy Indiana has reached a 
settlement with all intervenors except one, the Citizens Action Coalition of Indiana. Inc. (CAC), and has filed such settlement agreement with the IURC An evidentiary 
hearing wilh the IURC was held on February 27, 2009 and March 2. 2009 On February 10, 2010, the IURC approved the request. On December 9, 2009, the IURC 
issued an order concerning energy efficiency efforts within the state of Indiana wherein it required utilities, including Duke Energy Indiana, to promote a certain core set 
of energy efficiency programs through the use of a third party administrator that contracts directly with the utilities The order also required energy usage reduction 
targets for the utilities, starting with 0 3% of sales in 2010 and increasing to 2% of sales in 2019 On February 10, 2010, the IURC issued an order approving the 
settlement with the OUCC with some modifications The IURC approved Duke Energy Indiana's proposed programs and allowed for the save-a-watt model incentives 
for Core Plus programs The IURC also rejected a settlement agreement that allowed large industrial and commercial customers to opt out of utility sponsored energy 
efficiency, finding that initially energy efficiency programs should be available to all customer classes. 

Duke Energy Kentucky Energy Efficiency On November 15. 2007, Duke Energy Kentucky filed its annual application to continue existing energy efficiency 
programs, consisting of nine residential and two commercial and industrial programs, and to true-up its gas and electric tracking mechanism for recovery of lost 
revenues, program costs and shared savings On February 11, 2008, Duke Energy Kentucky filed a motion to amend its energy efficiency programs On December 1. 
2008, Duke Energy Kentucky filed an applicatton for a save-a-watt Energy Efficiency Plan The application seeks a new energy efficiency recovery mechanism 
similar to what was proposed in Ohio On .January 27. 2010, Duke Energy Kentucky withdrew the application to implement save-a-watt and plans to file a revised 
portfolio in the future 

Duke Energy Carolinas Renewable Resources On June 6, 2008, Duke Energy Carolinas filed an application with the NCUC seeking approval to implement a 
solar photovoltaic distributed generation program (Program) Duke Energy Carolinas proposed to invest $100 million over two years to install a total of 20 MW of 
electricity generating solar panels on multiple North Carolina sites including homes, schools, stores and factories The Program will help Duke Energy Carolinas meet 
the requirement of North Carolina's Renewable Energy and Energy Efficiency Portfolio Standard (REPS) It will also enable Duke Energy Carolinas to evaluate the role 
of distributed generation on Duke Energy Carolinas' electrical system and gain experience in owning and operating renewable energy resources Because the Program 
involves the construction of electric generating facilities. Duke Energy Carolinas required a Certificate of Public Convenience and Necesslty (CPCN) from the NCUC 
The REPS statute provides for the recovery of costs Duke Energy Carolinas incurs to comply with its requirements, principally through an annual rate rider 

In response to concerns raised by the Public Staff and various solar energy groups, Duke Energy Carolinas agreed to reduce the size of the Program to invest 
550 million to install up to 10 MW of solar photovoltaic capacity On December 31, 2008, the NCUC issued its Order Granting CPCN Subject to Conditions The 
condilions (i) reduce the program size from 20 MW lo 10 MW (as previously agreed upon by Duke Energy Carolinas); and (ii) limtt program costs recoverable through 
the REPS rider to program costs equivalent to the cost of the third place bid in Duke Energy Carolinas' 2007 request for proposal for renewable energy The Order left 
open the opportunity to recover the excess costs through other rec.overy mechanisms Based upon the revised size and availability of state and federal tax credits. 
Duke Energy Carolinas estimates the ltrniled amount of program costs recoverable through the REPS rider will result in a monthly charge of approximately SO 05 for 
residential customers 

On May 6, 2009. in response to Duke Energy Carolinas' request for reconsideration, the NCUC issued an Order allowing Duke Energy Carolinas Io proceed wilh 
the Program and allowed Duke Energy Carolinas lo recover all costs incurred in executing the Program through a combination of the REPS rider and base rates, subject 
to the NCUC's review of the reasonableness and prudence of Duke Energy Carolinas' execution of the Program However, the NCUC declined to remove the limitation 
on costs recoverable through the REPS rider 
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Duke €nergy Carolinas Deferral of Costs I On February 4, 2009, Duke Energy Carolinas filed petitions with the NCUC and the PSCSC requesling an 
accounting order to defer the incremental costs incurred from the September 2008 purchase of an additional ownership interest in the Catawba Nuclear Station and 
certain post-in-service costs that are being or will be incurred in connection with the addition of the Allen Steam Station flue gas desulfurization equipment related to 
environmental compliance scheduled to go into service in the spring of 2009 The costs Duke Energy Carolinas sollght to defer are the incremental costs that are being 
incurred or will be incurred from the date these assets are placed in service to the date Duke Energy Carolinas is authorized to begin reflecting in rates the recovery of 
such costs on an ongoing basis. On February 25. 2009, and March 31, 2009, the PSCSC and NCUC, respectively, approved the deferral of these costs Duke Energy 
Carolinas began deferring costs in the first quarter 2009 These costs are being recovered in the new rates effective January 1, 2010 for North Carolina, and effective 
February 1. 2010, for South Carolina 

Duke Energy Carolinas B road  River Energy Center. On August 25, 2007, Duke Energy Carolinas experienced a disturbance on its bulk electric system which 
initiated at the Broad River Energy Center, a generating station owned and operated by a third party The disturbance resulted in the tripping of six Duke Energy 
Carolinas generaling units and the temporary opening of five 230 kilovolt (KV) transmission lines The event resulted in no loss of load. In September 2008 the FERC 
initiated a preliminary, non-public investigation to determine if there were any potential violations by Duke Energy Carolinas of the North American Electric Reliability 
Council Reliability Standards This investigation was coordinated with an ongoing Compliance Violation Investigation conducted by SERC Reliability Corporation. On 
March 5, 2009, FERC presented its preliminary findings about the event to Duke Energy Carolinas and solicited Duke Energy Carolinas' responsive views about the 
event and the findings. On March 27. 2009, Duke Energy Carolinas conveyed its responsive views to FERC Staff. This investigalion could result in penalties being 
assessed. 

Capital Expansion Projects. 

new nuclear, integrated gasification combined cycle (IGCC). coal facilities or gas-fired generation units. Because of the long lead times required to develop such 
assets, U S. Franchised Electric and Gas is taking steps now to ensure those options are available. 

Overview. U S  Franchised Electric and Gas is engaged in planning efforts to meet projected load growth in its service territories Capacity additions may include 

Will iam States Lee 111 Nuclear Station. On December 12. 2007, Duke Energy Carolinas filed an application with the Nuclear Regulatory Commission (NRC). 
which has been docketed for review, for a combined Construction and Operating License (COL) for two Westinghouse APlOOO (advanced passive) reactors for the 
proposed William States Lee 111 Nuclear Station at a site in Cherokee County, South Carolina. Each reactor is capable of producing approximately 1,117 MW. Submitting 
the COL application does not commit Duke Energy Carolinas to build nuclear units On December 7, 2007, Duke Energy Carolinas filed applications with the NCUC and 
the PSCSC for approval of Duke Energy Carolinas' decision to incur development costs associated with the proposed William Slates Lee 111 Nuclear Station. The 
NCUC had previously approved Duke Energy's decision to incur the North Carolina allocable share of up to $125 million in development costs through 2007. The 2007 
requests cover a total of UP to 5230 million in development costs through 2009, which is comprised of 970 million incurred through December 3 1, 2007 plus an 
additional $160 million of anticipated costs in 2008 and 2009 The PSCSC approved Duke Energy Carolinas' William States Lee 111 Nuclear project development cost 
application on June 9. 2008, and the NCUC issued its approval order on June 11, 2008 On July 24, 2008, environmental intervenors filed motions to rescind or amend 
the approval orders issued by the NCUC and the PSCSC. and Duke Energy Carolinas subsequently filed responses in opposition to the motions. On August 13 and 
August 25, 2008, lhe PSCSC and NCUC. respectively. denied the environmental intervenor motion. The NRC review of the COL application continues and the 
estimated receipt of the COL is in mid 2013. Duke Energy Carolinas filed with the Department of Energy (DOE) for a federal loan guarantee, which has the potential to 
significantly lower financing costs associated with the proposed William States Lee Ill Nuclear Station; however, it was not among the four projects selected by the 
DOE for the final phase of due diligence for the federal loan guarantee program The project could be selected in the future if the program funding is expanded or if any 
of the current finalists drop oul of the program 

South Carolina passed new energy legislation ( S  431) which became effective May 3, 2007. The legislation includes provisions to provide assurance of cost 
recovery related to a utility's incurrence of project development costs associated with nuclear baseload generation. cost recovery assurance for construction costs 
associated with nuclear or coal baseload generation. and fhe ability to recover financing cosls for new nuclear baseload generation in rates during constriiclion lhrough a 
rider The North Carolina General Assembly also passed comprehensive energy legislation North Carolina Senate Bill 3 (SB 3) in July 2007 that was signed into law by 
the Governor on August 20, 2007 Like the South Carolina legislation, Ihe North Carolina legislation provides cost recovery assurance, subject to prudency review, for 
nuclear project development costs as well as baseload generation construction costs A utility may include financing costs related to construction work in progress for 
baseload plants in a rate case. 

Cliffside Uni t  6.  On June 2. 2006, Duke Energy Carolinas filed an application with the NCUC for a CPCN Io construct two 800 MW slate of the art coal 
generation units at its existing Cliffside Steam Station in North Carolina On March 21. 2007, the NCUC isstled an Order allowing Duke Energy Carolinas to build one 
800 MW unit On February 20, 2008, Duke Energy Carolinas entered into an amended and restated engineering, procurement, construction and commissioning services 
agreement, valued at approximately $1.3 billion, with an affiliate of The Shaw Group, Inc , of which approximately $950 million relates to participation in the construction 
of Cliffside Unit 6, with the remainder related to a flue gas desulfurization system on an existing unit at Cliffside On February 27. 2009. Duke Energy Carolinas filed 
ils lalesl updated cost estimate of $1 8 billion (excluding up to approximately $0 6 billion of AFUDC) {or the approved new Cliffside Unit 6 Duke Energy Carolinas 
believes that the overall cost of Cliffside Unit 6 will be reduced by approximately $125 million in federal advanced clean coal tax credits. as discussed further below 

On January 29, 2008, the North Carolina Department of Environment and Natural Resources (DENR) issued a final air permit for the new Cliffside Unit 6 and on- 
site construction has begun In March 2008, four contested case petitions, which have since been consolidated. were filed appealing the final air permit. On May 12. 
2009, the Administrative Law Judge issued rulings favorable to DENR and Duke Energy, dismissing several of petitioners' claims and granting summary judgment 
against petitioners on other claims, resulting in the dismissal of two petitions and leaving two for hearing. A nearing on remaining claims IS  scheduled for June 2010. 
Sep Note 16 for a discussion of a lawsuit filed by the Southern Alliance lor Clean Energy. Environmental Defense Fund. National Parks Conservation Association. 
Natural Resources Defenses Council, and Sierra Club (collectively referred lo as Cilrzen Groups) related to the construction of Cliffside Unit 6 

On October 14, 2008, Duke Energy Carolinas submitted revised hazardous air pollutant (HAPs) emissions determinalion documentation including revised emission 
source information to the Division of Air Quality (DAO) indicating that no niaxiniuni achievable control technology (MACT) or MACT-like requirements apply since 
Cliffside Unit 6 has been demonstrated to be a minor source of  HAPs 

After issuing a draft permit and holding public hearings on that draft permit in January 2009, the DAQ issued the revised permit on March 13. 2009, finding that 
Cliffside Unit 6 is a minor source of I iAPs and imposing operating conditions l o  assure that emissions stay 
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below the major source threshold In May 2009, four contested case petitions were filed appealing the March 13, 2009 final air permit These four cases have been 
consolidated with each other and with the four consolidated cases filed in 2008, resulting in the dismissal of two of the four cases The same schedule will govern these 
cases with a hearing scheduled for June 2010 

Dan River and  Buck  Combined Cycle Facil it ies On June 29. 2007, Duke Energy Carolinas filed with the NCUC preliminary CPCN information to construct a 
620 MW combined cycle natural gas-fired generating facility at its existing Dan River Steam Station, as well as updated preliminary CPCN information to construct a 
620 MW combined cycle natural gas-fired generating facility at its existing Buck Steam Station On December 14, 2007, Duke Energy Carolinas filed CPCN 
applications for the two combined cycle facilities. The NCUC consolidated its consideration of the fwo CPCN applications and held an evidentiary hearing on the 
applications on March 11, 2008 The NCUC issued its order approving the CPCN applications for the Buck and Dan River combined cycle projects on June 5. 2008. On 
May 5, 2008, Duke Energy Carolinas entered into an engineering, construction and commissioning services agreement for the Buck combined cycle project, valued at 
approximately $275 million, with Shaw North Carolina, Inc. On November 5, 2008, Duke Energy Carolinas notified the NCUC that since the issuance of the CPCN 
Order, recent economic factors have caused increased uncertainty with regard to forecasted load and near-term capital expenditures, resulting in a modification of the 
construction schedule. On September 1 ,  2009, Duke Energy Carolinas filed with Ihe NCUC further information clarifying the construction schedule for the two projects 
Under the revised schedule, the Buck Project is expected to begin operation in combined cycle mode by the end of 201 1. but without a phased-in simple cycle 
commercial operation The Dan River Project is expected to begin operation in combined cycle mode by the end of 2012, also without a phased-in simple cycle 
commercial operation. On December 21, 2009, Duke Energy Carolinas entered into a First Amended and Restated engineering, constrticlion and commissioning 
services agreement with Shaw North Carolina, Inc. for $322 million which reflects the revised schedule Based on the most updated cost estimates, total costs 
(including AFUDC) for the Buck and Dan River projects are approximately $660 million and $710 million. respectively. 

On October 15. 2008, the DAQ issued a final air permit authorizing construction of the Buck combined cycle natural gas-fired generating unils, and on ALJgUSt 24, 
2009, the DAQ issued a final air permit authorizing construction of the Dan River combined cycfe natural gas-fired generation unils 

Edwardsport lntegrated Gasification Combined Cycle (IGCC) P lan t  On September 7, 2006. Duke Energy Indiana and Southern Indiana Gas and Electric 
Company d/b/a Vectren Energy Delivery of Indiana (Vectren) filed a joint pefilion with Ihe IURC seeking a CPCN for the conslruclion of a 630 MW IGCC power plant 
at Duke Energy Indiana's Edwardsport Generating Station in Knox County, Indiana The facility was initially estimated to cost approximately $2 billion (including 
approximately $120 million of AFUOC). In August 2007, Vectren formally withdrew its participation in the IGCC plant and a hearing was conducted on the CPCN petilion 
based on Duke Energy Indiana owning 100% of the project On November 20. 2007, the IURC issued an order granting Duke Energy Indiana a CPCN for the proposed 
IGCC project, approved the cost estimate of $ 1  985 billion and approved the timely recovery of costs related to the project On January 25, 2008, Duke Energy 
Indiana received the final air permit from the Indiana Department of Environmental Management The Citizens Action Coalition of Indiana. Inc , Sierra Club, Inc., Save 
lhe Valley, Inc.. and Valley Watch, Inc., all intervenors in the CPCN proceeding, have appealed the air permit 

On May 1 .  2008. Duke Energy Indiana filed its first semi-annual IGCC Rider and ongoing review proceeding with the IURC as required under the CPCN Order 
issued by the IURC In its filing, Duke Energy Indiana requested approval of a new cost estimate for the IGCC Project of $2 35 billion (including approximately S i25  
million of AFUDC) and for approval of plans to study carbon capture as required by the IURC's CPCN Order On January 7. 2009. the IURC approved Duke Energy 
Indiana's request, including the new cost estimate of $2.35 billion, and cost recovery associated with a study on carbon capture Duke Energy Indiana was required to 
file its plans for studying carbon storage related to the project within 60 days of the order. On November 3, 2008 and May 1, 2009, Duke Energy Indiana filed its 
second and third semi-annual IGCC riders, respeclively, bolh of which were approved by the IURC in full 

On November 24, 2009, Duke Energy Indiana filed a petition for its fourth semi-annual IGCC rider and ongoing review proceeding with the IURC Duke Energy 
has experienced design modifications and scope growth above what was anticipated from Ihe preliminary engineering design, adding capital cosls to the IGCC project 
Duke Energy Indiana forecasted that the additional capital cost items would use the remaining contingency and escalation amounts in the current $2.35 billion cost 
estimate and add approximately $150 million, or about 6 4 %  to the total IGCC Project cos1 estimate. excluding the impact associated with the need to add more 
contingency Duke Energy Indiana did not request approval of an increased cost estimale in the fourth semi-annual updale proceeding; rather. Duke Energy Indiana 
requested, and the IURC approved, a subdocket proceeding in which Duke Energy will present additional evidence regarding an updated estimated cost for the IGCC 
project and in which a more comprehensive review of the IGCC project could occur The evidentiary hearing for the fourth semi-annual update proceeding is scheduled 
for April 6, 2010 In the cost estimate subdocket proceeding, Duke Energy Indiana will be filing a new cost estimate for the IGCC project on April 7, 2010, with its case- 
in-chief testimony, and a hearing is scheduled to begin August 10. 2010 Duke Energy Indiana continues lo work with its vendors to update and refine the forecasted 
increased cost to complete the Edwardsport IGCC project. and currently anticipates that the lotal cost increase it submits in the cost estimate subdocket proceeding 
will be significantly higher than the $1 50 million previously identified 

Duke Energy Indiana filed a petition with the IURC requesling approval of its plans for studying carbon storage, sequestration and/or enhanced oil recovery for 
the carbon dioxide (COz) from the Edwardsport IGCC facility on March 6, 2009 On July 7, 2009 Duke Energy Indiana filed its case-in-chief testimony requesting 
approval for cost recovery of a $121 million site assessment and characlerizalion plan for CO 2 sequestration opfions including deep saline sequestration, depleted oil 
and gas sequestration and enhanced oil recovery for the CO 2 from the Edwardsport IGCC facility The OUCC filed testimony supportive of the continuing study of 
carbon storage, but recommended that Duke Energy Indiana break its plan into phases, recommending approval of only approximately $33 niillion in expenditures at 
this lime and deferral of  expendilures rather than cos1 recovery through a tracking mechanism as proposed by Duke Energy Indiana Intervenor CAC recommended 
against approval of the carbon storage plan stating customers should not be required lo pay for research and developmenl costs Duke Energy Indiana's rebuttal 
testimony was filed October 30, 2009. wherein it amended its request to seek deferral of approximately $42 million to cover the carbon storage site assessment and 
characterization aclivities scheduled to occur through approximately the end of 201 0, with further required study expenditures subject to future IURC proceedings An 
evidentiary hearing was held on November 9 2009, and an order is expected in the first half of 2010 

Under the Edwardsport IGCC CPCN order and stalulory provisions, Duke Energy Indiana is entilled to recover the cosls reasonably incurred in reliance on the 
CPCN Order In December 2008, Duke Energy Indiana entered into a $200 million engineering procuremenl and construclion managemenl agreemenl wilh Bechtef 
Power Corporation and construction is underway 
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Federal  Advanced Clean Coal Tax Credits. Duke Energy has been awarded approximately $125 million of federal advanced clean coal tax credits associated 
with its construction 01 Cliffside Unit 6 and approximately $134 million of federal advanced clean coal tax credits associated with its construction of the Edwardsport 
IGCC plant. In March, 2008, two environmental groups, Appalachian Voices and the Canary Coalition, filed suit against the Federal government challenging the tax 
credits awarded to incentivize certain clean coal projects Although Duke Energy was not a party to the case, the allegations center on the tax incentives provided for 
Duke Energy's Cliffside and Edwardsporl project. The initial complaint alleged a failure lo comply with the National Environmental Policy Act The first amended 
complaint, filed in August 2008, added an Endangered Species Act claim and also sought declaratory and injunctive relief against the DOE and the U S Department of 
the Treasury In November 2008, the District Courl dismissed the case On Seplember 23, 2009, lhe District Courl issued an order granting plaintiffs' motion to amend 
their complaint and denying, as moot. the motion for reconsideration Plaintiffs have filed their second amended complaint The Federal government has moved to 
dismiss the second amended complaint; the motion is pending. 

Other U.S. Franchised Electric and Gas Matters. 

Duke Energy Carolinas City of Orangeburg, South Carolina Wholesale Sales. On June 28. 2008, Duke Energy Carolinas filed notice with the NCUC that it 
intended to sell eleclricity to the City of Orangeburg, South Carolina (City of Orangeburg), a wholesale customer, at native load priority Duke Energy Carolinas and the 
City of Orangeburg also filed a joint petition asking the NCUC to declare that the City of Orangeburg contract and all future Duke Energy Carolinas native load priority 
wholesale contracts will be treated for ratemaking and reporting purposes in the same manner as such existing wholesale contracts (i.e.. revenues from those contracts 
will be allocated lo wholesale jurisdiction and costs will be allocated lo wholesale jurisdiclion based on syslem average cosls) On March 30, 2009, the NCUC issued its 
Order in which it concluded thal Duke Energy Carolinas can proceed with the City of Orangeburg contract at its own risk; however, Duke Energy Carolinas cannot treat 
the City of Orangeburg's load as Duke Energy Carolinas' native load for rate setting purposes Further, the NCUC concluded that based on the evidence presenled. a 
future Commission should allocate costs based upon incremental costs in any future ratemaking case The NCUC distinguished the City of Orangeburg from wholesale 
customers that have been historically served by Duke Energy Carolinas becalise the City of Orangeburg has not shared in the costs of Duke Energy Carolinas' 
existing system. Due lo the NCUC ruling, Duke Energy Carolinas terminated the system average contract with the City of Orangeburg in April 2009 per the allowed 
contractual provisions. The City of Orangeburg then terminated its contingency contract with Duke Energy Carolinas at incremental pricing and informed Duke Energy 
Carolinas !hat it would take service from South Carolina Eleclric and Gas Company via a newly execuled agreemenl lhrough the end of 2010 On April 29, 2009. Duke 
Energy Carolinas and the City of Orangeburg filed a Notice of Appeal with the North Carolina Court of Appeals and briefs were filed with the Court of Appeals on 
December 16, 2009. The City of Fayetteville and EleclriCities filed briefs in support of Duke Energy Carolinas' and City of Orangeburg's positions Briefs for the 
appellees are due on February 17, 2010 Additionally. on July 2, 2009, the City of Orangeburg filed a Petition for Declaralory Order wilh the FERC seeking relief from 
the NCUC Order on various grounds, including violation of the Public Utility Regulatory Policies Act voluntary coordination provisions and federal preemption. The 
NCUC. the Public Slaff and the Attorney General, Progress Energy, the National Association of Regulatory Utility Commissioners, Occidental Power Marketing and the 
North Carolina Waste Awareness Network (WARN) have intervened in opposition to the Pelition. The City of Fayelleville and ElectriCilies have intervened in favor of 
Orangeburg's position, as has the American Public Power Association Duke Energy Carolinas and NC Electric Membership Cooperative have also intervened. but 
expressed no position on the Pelition. 

Duke Energy Carolinas Wholesale Sales. On September 3, 2009, Duke  Energy Carolinas filed advance notice of its intent to serve Central Electric Power 
Cooperative, Inc as an additional wholesale customer at native load priority and at system average cost The load to be served consists of load historically served by 
Duke Energy Carolinas unlil recently On Seplember 1 1 ,  2009, Ihe Public Staff filed its response to the advance notice, indicating lhat il did not objecl to !he advance 
notice filing and furlher indicating that it was unlikely that the Public Staff would in a fulure rale proceeding recommend that cosls associated wilh the Cenlral Eleclric 
Power cooperative, Inc contract be allocated on anything other than system average cost. On October 5 ,  2009. the WARN filed a petition to intervene in lhe 
proceeding arguing that the extension of Duke Energy Carolinas' service area through wholesale sales is not in the best interests of Duke Energy Carolinas' customers 
On November 10, 2009, the NClJC issued an order rejecting WARN'S objection and permilling Duke Energy Carolinas to proceed with the proposed agreement. 

Duke Energy Carolinas has also filed advance notices of its intent to serve additional wholesale customers; namely, Ihe City of Greenwood, South Carolina, and 
Haywood Electric Membership Corp , at native load priorily Given lhal these wholesale cuslorners were historically served by Duke Energy Carolinas for a portion of 
their load, Duke Energy Carolinas will seek to distinguish these contracts from the Orangeburg decision On July 20. 2009, the NCUC issued an order concluding that 
Duke Energy Carolinas can proceed with the Greenwood purchased power agreement and that Greenwood's load may be treated the same as retail native load 

Duke Energy lndiana SmartGrid and  Distr ibuted Renewable Generation Demonstration Project  Duke Energy Indiana filed a petilion and case-in-chief 
lestimony supporting its request lo build an intelligent dislribution grid in Indiana The proposal requests approval of distribution formula rates or, in the allernalive. a 
SmartGrid Rider lo recover the relurn on and of the capilal costs of the build-out and the recovery of incremental operating and maintenance expenses and lost 
revenues The petition also includes a pilot program for the installation of small solar photovoltaic and wind generalion on customer sites. for approximately $10 million 
over a three-year period Duke Energy Indiana filed supplemental teslimony in .January 2009 lo reflecl :he impacls of new favorable lax trealmenl on Ihe cost/benefit 
analysis for SmartGrid The intervenors filed teslimony generally supporting SrnarlGrid. but claimed that Duke Energy Indiana's plan was too fast and too large, wilh 
not enough customer benefits in lerms of lime differentialed rale options and behind-lhe-meter energy managemenl systems The intervenors also opposed the 
distribution formula rate and the rider request claiming that costs should be recovered in a base rate case. or possibly deferred. Duke Energy Indiana filed rebuttal 
teslimony agreeing lo slow its deploymenl, and agreeing to work with the parlies collaboralively to design lime differenliated rate and energy management syslem 
pilots On June 4, 2009, Duke Energy Indiana filed wilh the IURC a seltlement agreenienl wilh the OUCC, lhe CAC, Nucor Corporalion, and !he Duke Energy Indiana 
Industrial Group which provided for a full deployment of Duke Energy Indiana's SmarlGrid initiative al  a slower pace, including cost recovery lhrough a tracking 
mechanism The settlement also included increased reporting and monitoring requirernenls, approval of Duke Energy Indiana's renewable distributed generation pilot and 
the creation of a collaboralive design to iniliate several time differentiated pricing pilots, an electric vehicle pilot and a home area network pilot Additionally. the 
selllemenl agreement provided for tracker recovery of the costs associated with the SmartGrid initiative, subject to cost recovery caps and a termination date for the 
tracker The tracker will also include a reduction in costs associated with the adoption of a new deprecialion study An evidentiary hearing was held on June 29. 2009 
On November 4, 2009, !he IURC issued an order that rejecled the selllemenl agreemenl as incomplete and not in the public interest The IURC cited the lack of 
defined benefils of lhe programs and encouraged the parties lo continue the collaboralive process outllned in the setllemenl or l o  consider smaller 
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scale pilots or phased-in options The IURC required the parties to present a procedural schedule within 10 days to address lhe underlying relief requested in the cause, 
and to supplement the record to address issues regarding the American Recovery and Reinvestment Act funding recently awarded by the DOE Duke Energy Indiana 
is considering its next steps, including a review of the implications of this Order on the American Recovery and Reinvestment Act SmartGrid Investment Grant award 
from the DOE. A technical conference was held at the IlJRC on December 1 ,  2009, wherein a procedural schedule was established for the IURC's continuing review of 
Duke Energy Indiana's SmartGrid proposal. Duke Energy Indiana is currently scheduled lo file supplemental testimony in support of a revised SmartGrid proposal by 
April 1. 2010, with an evidentiary hearing scheduled for May 5, 2010 

Duke Energy Ohio SmartGrid. Duke Energy Ohio filed an application on June 30, 2009, to establish rates for return of its SmartGrid net costs incurred for gas 
and electric distribution service through the end of 2008 The rider for recovering electric SmartGrid costs was approved by the PUCO in its order approving the ESP, 
as discussed above. Duke Energy Ohio proposed its gas SmartGrid rider as part of ils most recent gas distribution rate case The PUCO Staff has completed its audit 
and filed its comments. The PUCO Staff and intervenors, the OCC and Kroger Company, filed commenls on Oclober 8, 2009 The OCC and Duke Energy Ohio filed 
reply comments on October 15, 2009 A Stipulation and Recornmendation was entered into by Duke Energy Ohio, Staff of the PUCO. Kroger Company. and Ohio 
Partners for Affordable Energy, which provides for a revenue increase of approximately $4 2 million under the electric rider and $590.000 under the natural gas rider 
The OCC did not oppose the Stipulation and Recommendation. A hearing on the Stipulation and Recommendation occurred on November 20, 2009 Approval of the 
Stipulation and Recommendation is expected in the first quarter of 2010. 

Commercial Power. 

passing of SB 221 and the PUCOs approval of the ESP. Commercial Power may be impacted by certain of the regulatory matters discussed above, including the 
Duke Energy Ohio electric rate filings 

As discussed in Note 1. effective December 17, 2008, Commercial Power reapplied regulatory accounting treatment to certain portions of ils operations due to the 

Pioneer Transmission LLC Jo in t  Venture. On August 8. 2008, Duke Energy announced the formation of a 50-50 joint venture, called Pioneer Transmission, 
LLC (Pioneer Transmission), with American Electric Power Company, Inc. (AEP) to build and operate 240 miles of extra-high-voltage 765 KV transmission lines and 
related facilities in Indiana Pioneer Transmission will be regulated by the FERC and the IURC. Both Duke Energy and AEP own an equal interest in the joint venture 
and will share equally in the project costs. which are currently estimated at approximately $ 1  billion, of which approximately S500 million is anticipated to be financed by 
Pioneer Transmission and the remaining amount split equally between Duke Energy and AEP. The joint venture will operate in Indiana as a transmission utility The 
earliest possible in-service date for the project is in 2015. On March 27, 2009, the FERC issued an order granting favorable rate treatment for the project, including 
requested rate incentives As is cuslomary in formula rate cases, the FERC set the formula rate that transmission cuslomers would pay for hearing and selllemenl 
procedures to address various challenges by intervenors to the inputs and calculations underlying the formula rate These rate issues were resolved by a settlemenl 
which was approved by the FERC on October 26, 2009 Duke Energy continues to work with MISO and PJM to obtain the necessary approvals to be included in their 
respective transmission expansion plans 

5. Joint Ownership of Generating and Transmission Facilities 

Duke Energy Carolinas, along with North Carolina Municipal Power Agency Number 1, North Carolina Electric Membership Corporation and Piedmont Municipal 
Power Agency, have joint ownership of Catawba Nuclear Station, which is a facility operated by Duke Energy Carolinas As discussed in Note 3.  in September 2008, 
Duke Energy paid approximately $150 million for an additional approximate 7% ownership interest in the Catawba Nuclear Station 

Duke Energy Ohio, Columbus Southern Power Company, and Dayton Power & Light jointly own electric generating units and related transmission facilities in Ohio 
Duke Energy Kentucky and Dayton Power 8 Light jointly own an electric generating unit Duke Energy Ohio and Wabash Valley Power Association, Inc. (WVPA) jointly 
own Vermillion Station Additionally. Duke Energy Indiana is a joint-owner of Gibson Station Unit No 5 with WVPA and Indiana Municipai Power Agency (IMPA). as well 
as a joint-owner with WVPA and IMPA of certain Indiana transmission property and local facilities. These facilities constitute part of the integrated transmission and 
distribution systems. which are operated and maintained by Duke Energy Indiana 
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Duke Energy’s share of jointly-owned plant or facilities included on the December 31, 2009 Consolidated Balance Sheet is as follows: 

Ownership Property, Plant, Accumulated Construct ion Work 
Share and Equipment Depreciation in Progress 

( in mi l l ions) 

Duke Energy Carolinas 
Production: 

Duke Energy Ohio 
Production: 

Catawba Nuclear Station (Units 1 and 2)(”) 

Miami Fort Station (Units 7 and 
W.C. Beckjord Station (Unit 6)(b) 
J M. Stuart 
Conesvilie Station (Unit 4)(b)(c) 
W.M. Zimmer Station(b) 
Killen 
Vermillion(b) 

Transmission(a) 
Duke Energy Indiana 

Production: 
Gibson Station (Unit 5)(a) 

Transmission and local facilities(”) 

Produclion: 
Duke Energy Kentucky 

East Bend Station(a) 
International Energy 

Production: 
Brazil - Canoas I and II 

(a) 
(b) 
(c) 

Included in U.S. Franchised Electric and Gas segment 
Included in Commercial Power segment. 
Slation is not operated by Duke Energy Ohio 

19.2% 

64 0 
37.5 
39.0 
40.0 
46 5 
33.0 
75 0 

Various 

50 1 
Various 

69.0 

47.1 

$ 827 

596 
55 

765 
292 

1,316 
297 
197 
91 

327 
3.148 

430 

357 

$ 312 

176 
31 

22 1 
57 

516 
131 
53 
53 

161 
1,335 

226 

83 

$ 5  

11 
1 

17 
14 
13 

1 
__ 
- 

2 

Duke Energy’s share of revenues and operating costs of the above jointly owned generating facilities are included within the corresponding line on the 
Consolidated Statements of Operations Each participant in the jointly owned facilities must provide its own financing 
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6. Income Taxes 

The following details the components of income tax expense: 

Income Tax Expense 

For the Years Ended 
December 31, 

Current income taxes 
Federal 
State 
Foreign 

Total current income taxes 

Deferred income taxes 
Federal 
State 
Foreign 

Total deferred income taxes 

Investment tax credit amortization 

Total income tax expense from conlinuing operations 

Total income tax expense (benefit) from discontinued operations 
Total income tax expense from extraordinary item 

Total income lax expense included in Consolidated Slatements of Operations@) 

2009 2008 2007 

(in mi l l ions) 

$(271) $ 60 $ (59) 
3 17 24 

96 68 64 

(172) -3.2 - 29 

- - -  

767 388 627 
148 50 37 
27 46 32 - - -  

(a) Included in the "Total current income taxes" line above are uncerlaic tax benefits relating primarily to certain temporary differences of approximately $91 million 
for 2009, $46 million for 2008 and $245 million for 2007 

Income from Continuing Operations before Income Taxes 

For the Years Ended 
December 31, 

Domestic 
Foreign 

Total income from conlinuing operations before income taxes 

2009 2008 2007 

(in mi l l ions) 

$ 1,433 $ 1,575 $ 1,894 
398 316 342 - _ _ _ _ -  --- $ 1,831 $ 1,891 $ 2,236 
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Reconcil iation o f  Income Tax Expense at the tJ.S. Federal Statutory Tax Rate to the Actual Tax Expense from Continuing Operations (Statutory Rate 
Reconcil iation) 

For  the Years Ended 
December 31, 

Income tax expense, computed at the statutory rate of 35% 
State income tax, net of federal income tax effect 
Tax differential on foreign earnings 
Goodwill impairment charge 
AFUDC equity income 
Other items, net 

Total income tax expense from continuing operations 

2009 2008 2007 

( in mi l l ions) 

$ 641 $ 663 $ 782 
98 43 40 

3 (23) 

(53) (52) (24) 
-..,.-E) (41) (63) 

I_ - (16) 
130 

$ 758 - 
Effective tax rate 41.4% ___ 32.5% ___ 31.9% 

During 2009, Duke Energy had tax benefits related to employee stock ownership plan dividends of approximately $22 million and renewable energy credits 
primarily related to the DEGS wind business of approximately $30 million. These benefits are reflected in the above table in Other items. net. 

During 2008, Duke Energy had tax benefits related to employee stock ownership plan dividends of approximately $20 million and certain foreign restructuring of 
approximately $25 million These benefits are reflected in the above table in Other items. net 

During 2007, Duke Energy had tax benefits related to employee stock ownership plan dividends of approximately $20 million and the manufacturing deduction of 
approximately $35 million, which is reflected in the above table in Other items, net. The manufacturing deduction was created by the American Job Creation Act of 
2004 (the Act). The Act provides a deduction for income from qualified domestic production activities. The manufacturing deduction amounts to 6% on qualified 
production activities. 

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

Net Deferred Income Tax Liabil ity Components 

December 31, 

Deferred credits and other liabilities 
Tax Credit Carryforwards(a) 
Other 

2009 2008 

(in mi l l ions) 

S 591 $ 995 
290 __ 
260 - -- -- 

Total deferred income tax assets 1,141 995 
Valuation allowance (163) (94) 

Net deferred income tax assets 

Investments and other assets 
Accelerated depreciation rates 
Regulatory assets and deferred debits 
Other 

Total deferred income tax liabililies 

978 90 1 - -  
(594) (764) 

(1.184) (856) 
-..--L= (30) 

(4.744) (1.125) 

(6,522) (5,775) 

Net deferred income tax liabilities S (5.544) $ (4,874) 

(a) Of the tax credit carryforwards. approximately $218 million relate to investment tax credits expiring in 2029 and approximately $72 niillion relates to alternative 
minimum tax credits thal have no expiration 
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The above amounts have been classified in the Consolidated Balance Sheets as follows: 

Deferred Tax Liabil it ies 

December 31, 

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

Total net deferred income tax liabilities 

2009 2008 

( in mi l l ions) 

$ 3 $ 158 
95 97 

(5,615) (5.1 17) 
(27) (12) 

$ (5,544) $ (4.874) 

Deferred income taxes and foreign withholding taxes have not been provided on undistributed earnings of Duke Energy's foreign subsidiaries when such amounts 
are deemed to be indefinitely reinvested. The cumulative undistributed earnings as of December 31, 2009 on which Duke Energy has not provided deferred income 
taxes and foreign withholding taxes is approximately $949 million 

Duke Energy or its subsidiaries file income tax returns in the U S  with federal and various state governmental authorities, and in foreign jurisdictions. 

Changes to Unrecognized Tax Benefits 

2009 2008 2007 

Unrecognized Tax Benefits-January 1,  
Spin-off of Spectra Energy 

Unrecognized Tax Benefits - JanlJary 2. 
Unrecognized Tax Benefits Changes 

Gross increases-tax positions in prior periods 
Gross decreases-tax positions in prior periods 
Gross increases-current period tax positions 
Settlements 
Lapse of statute of limilalions 

Total Changes 

Unrecognized Tax Benefits-December 31, 

Increase/ 
(Decrease) 

$ 572 
- 

572 

132 

11 
(38) 

(13) __ 
92 

$ 664 - 

Increase/ 
(Decrease) 

( in  mi l l ions) 

$ 348 
- - 

348 

294 
(65) 

5 
(7) 

(3) 

224 

$ 572 - 

Increase/ 
(Decrease) 
-- 

At December 31, 2009, Duke Energy had approximately $303 million 01 unrecognized tax benefits that. if recognized, would affect the effective tax rate or be 
classified as a regulatory liability At this time, Duke Energy is unable to estimate the specific effect to either At December 31, 2009, Duke Energy had approximately 
513 million that. if recognized, would be recorded as a component of disconlinued operations 

It is reasonably possible that Duke Energy will reflect an approximate $313 million reduction in unrecognized tax benefits within the next 12 months due to 
expected settlements. 

During the years ending December 31. 2009, 2008, and 2007, Duke Energy recognized approximately $7 million of net interest expense, and approximately $2 
million and $38 million of net interest income, respectively, related to income taxes At December 31. 2009, and 2008. Duke Energy's Consolidated Balance Sheets 
included approximately $2 1 million and $29 million. respectively, of interest receivable, which reflects all interest related to income taxes, and approximately $3 million 
and $2 million, respectively, related to accruals for the payment of penalties 
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Duke Energy has the following tax years open 

Jur isdict ion Tax Years 

Federal 

State 

1999 and after (except for Cinergy and its subsidiaries, which are open for years 2005 and after) 

Majority closed through 2001 except for certain refund claims for tax years 1978-2001 and any adjustments related to open 
federal years 

International 2000 and after 

As of December 31, 2009 and 2008, approximately $359 million and $490 million, respectively, of federal income tax receivables were included in Other within 
Current Assets on the Consolidated Balance Sheets At both December 31, 2009 and 2008, these balances exceeded 5% of Total Current Assets. 

7. Asset Retirement Obligations 

Asset retirement obligations, which represent legal obligations associated with the retirement of certain tangible long-lived assets. are computed as the present 
value of the projected costs for the future retirement of specific assets and are recognized in the period in which the liability is incurred, if a reasonable estimate of fair 
value can be made The present value of the liability is added to the carrying amount of the associated asset in the period the liability is incurred and this additional 
carrying amount is depreciated over the remaining life of the asset Subsequent to the initial recognition. the liability is adjusted for any revisions to the estimated 
future cash flows associated with the asset retirement obltgation (with corresponding adjustments to property, plant, and equipment), which can occur due to a number 
of factors including, but not limited to, cost escalalion, changes in lechnology applicable to the assets to be retired and changes in federal, state or local regulations, as 
well as for accretion of the liability due to the passage of time until the obligation is settled. Depreciation expense is adjusted prospectively for any increases or 
decreases to the carrying amount of lhe associated asset. The recognition of asset retirement obligations has no impact on the earnings of Duke Energy's regulated 
electric operations as the effects of the recognition and subsequent accounting for an asset retirement obligation are offset by the establishment of regulatory assets 
and liabilities pursuant to regulatory accounting. 

Asset retirement obligations recognized by Duke Energy relate primarily to the decommissioning of nuclear power facilities, obligations related to right-of-way 
agreements, asbestos removal and contractual leases for land use Certain of Duke Energy's assets have an indeterminate life, such as transmission and distribution 
facilities and some gas-fired power plants and thus the fair value of the retirement obligation is not reasonably estimable A liability for these asset retirement 
obligations will be recorded when a fair value is determinable 

The following table presents the changes to the liability associated with asset retirement obligations during the years ended December 31, 2009 and 2008: 

Years Ended 
December 31, 

Balance as of January 1, 
Liabilities incurred due to new acquisitions 
Accretion expenseib) 
Liabilities settled 
Revisions in estimates of cash flows(c) 
Liabilities incurred in the current year 
Other 

Balance as of December 31, 

2009 2008 
_ _ -  

(in mi l l ions) 

$ 2,567 $ 2,351 
44 

200 164 

389 - 
35 10 

- 

(2 )  - 

- -.(6) - S 3,185 $ 2,567 

(a) 
(b) 

(c) 

As discussed in Note 3, in September 2008, Duke Energy acquired an additional ownership interest in Calawba. 
Substantially all of the accretion expense for the years ended December 31, 2009 and 2008 relate to Duke Energy's regulated electric operations and have been 
deferred in accordance with regulatory accounting treatrnenl, as discussed above 
As discussed below, Duke Energy updates its nuclear decommissioning costs study every five years as required by the NCUC and PSCSC. The increase in the 
revisions to estimated cash flows primarily relates lo Ihe increase in estimated cost of decommissioning Duke Energy's nuclear units Approximately half of the 
increase in the nuclear decommissioning cost estimates is due to increased labor costs since the completion of the last cost study in 2003 Other assumptions 
that had changed since the 2003 study that impacted the determination of the asset retirement obligation liability include the inflation rate, market risk premium 
and credit adjusted risk free rate 
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Duke Energy's regulated electric and regulated natural gas operations accrue costs of removal for property lhat does not have an associated legal retiremenl 
obligation based on regulatory orders from the various state commissions These costs of removal are recorded as a regulatory liability in accordance with regulatory 
treatment. Duke Energy does not accrue the estimated cost of removal when no legal obligation associated with retirement or removal exists for any non-regulated 
assets (including Duke Energy Ohio's generation assets). The total amount of cost of removal for assets WithOlJt an associated legal retirement obligation, which are 
included in Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. was $2,277 million and $2,162 million as of December 31, 2009 and 2008, 
respectively. 

Nuclear Decommissioning Costs. In 2005, the NCUC and PSCSC approved a $48 million annual amount for contributions and expense levels for 
decommissioning In each of the years ended December 31, 2009, 2008 and 2007, Duke Energy expensed approximately $48 million and contributed cash of 
approximately $48 million to the NDTF for decommissioning costs These amounts are presented in the Consolidated Statements of Cash Flows in PtJrChaSeS of 
Available-For-Sale Securities within Net Cash Used in Investing Activities. The entire amount of these contributions were to the funds reserved for contaminated costs 
as contributions to the funds reserved for non-contaminated costs have been discontinued since the current estimates indicate existing funds to be sufficient to cover 
projected future costs Both the NCUC and the PSCSC have allowed Duke Energy lo recover estimated decommissioning costs through retail rates over the expected 
remaining service periods of Duke Energy's nuclear stations Duke Energy believes that the decommissioning costs being recovered through rates. when coupled with 
expected fund earnings, will be sufficient to provide for the cost of future decommissioning 

The balance of the external NDTF. which are reflected as NDTF within Investments and Other Assets in the Consolidated Balance Sheets, was approximately 
$1,765 million as of December 31, 2009 and $1,436 million as of December 31, 2008 The increase in the value of the NDTF during 2009 is due to higher overall returns 
in the equity and debt markets. The fair value of assets legally restricted for the purpose of settling asset retirement obligations associated with nuclear 
decommissioning was $1,530 million as of December 31, 2009 and $1.194 million as of December 31, 2008 

As the NCUC and the PSCSC require that Duke Energy update its cost estimate for decommissioning its nuclear plants every five years, new site-specific 
nuclear decommissioning cost studies were completed in January 2009 that showed total estimated nuclear decommissioning costs, including the cost to decommission 
plant components not subject to radioactive contamination, of approximately $3 billion in 2008 dollars. This estimate includes Duke Energy's 19 25% ownership interest 
in the Catawba Nuclear Station. The other joint owners of Catawba Nuclear Station are responsible for decommissioning costs related to their ownership interests in the 
station The previous study. completed in 2004, estimated total nuclear decommissioning costs, including the cost to decommission plant components not subject to 
radioactive contamination. of approximately $2 3 billion in 2003 dollars 

Duke Energy filed these site-specific nuclear decommissioning cost studies with the NCUC and the PSCSC in conjunction with the various rate case filings. In 
addition to the decommissioning cost studies, a new funding study was completed and indicates the current annual funding requirement of approximately $48 million is 
sufficient to cover the estimated decommissioning costs. Duke Energy received an order from the NCUC on ils rate case filing on December 7, 2009, and the PSCSC 
accepted a settlement agreement on Duke Energy's rate case on January 20, 2010 Both the NCl lC and the PSCSC approved the existing 548 million annual ftlnding 
level for nuclear decommissioning costs. 

The operating licenses for Duke Energy's nuclear units are subject to extension. In December 2003, Duke Energy was granted renewed operating licenses for 
Catawba Nuclear Station Units 1 and 2 until 2043 and McGuire Nuclear Station Unit 1 and 2 until 204 1 and 2043, respectively. In 2000, Duke Energy was granted a 
renewed operating license for the Oconee Nuclear Station Units 1 and 2 until 2033 and Unit 3 until 2034. 

8. Risk Management, Derivative Instruments and Hedging Activities 

The primary risks Duke Energy manages by utilizing derivative instruments are commodity price risk and interest rate risk Duke Energy closely monitors the 
risks associated with commodity price changes and changes in interest rates on its operations and, where appropriate, uses various commodity and interest rate 
instruments to manage these risks. Certain of these derivative instruments qualify for hedge accounting and are designated as hedging instruments, while others either 
do not qualify as a hedge or have not been designaled as hedges by Duke Energy (hereinafler referred to as undesignated conlracts) Duke Energy's primary use of 
energy commodity derivatives is to hedge its generation portfolio against exposure to changes in the prices of power and fuel Interest rate swaps are entered into lo 
manage interest rate risk primarily associaled with Duke Energy's variable-rate and fixed-rate borrowings 

The accounting guidance for derivatives requires the recognition of all derivative instruments not identified as NPNS as either assets or liabilities at fair value in 
the Consolidated Balance Sheets For derivative instruments that qualify for hedge accounting, Duke Energy may elect to designate such derivatives as either cash 
flow hedges or fair value hedges. 

The operations of U S Franchised Electric and Gas business segment and certain operations of the Commercial Power business segment meet the crileria for 
regulatory accounting treatment Accordingly, for derivatives designated as cash flow hedges wilhin the regulated operations, gains and losses are reflected as a 
regulatory liability or asset instead of as a component of AOCl For derivatives designated as fair value hedges or left undesignated within the regulated operalions, 
including economic hedges associated with Commercial Power's native load generation, gains and losses associated with the change in fair value of these derivative 
contracts would be deferred as a regulatory liability or asset, thus having no immediate earnings impact 

Within Duke Energy's unregulated businesses, for derivalive inslrumenls lhal qualify for hedge accounting and are designated as cash flow hedges, the effective 
portion of the gain or loss is reported as a component of AOCl and reclassified into earnings in the same period or periods during which the hedged transaction affects 
earnings. Any gains or losses on the derivalive that represent either hedge ineffectiveness or hedge components excluded from the assessment of effectiveness are 
recognized in currenl earnings For derivative instruments that are designated and qualify as a fair value hedge, Ihe gain or loss 011 the derivative as well as the 
cffsetting loss or gain on the hedged item are recognized in earnings in the current period Duke Energy includes the gain or loss on the derivalive in Ihe same line item 
as the offsetting loss or gain on the hedged item in llie Consolidated Sla:emeiits of Operations Additionally. Duke Energy enters into derivative agreements lhat are 
economic hedges that either do not qualify for hedge accounting or Ihave not been designated as a hedge The changes in fair value of these undesignaled derivative 
instruments are reflected in current earnings 
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Commodity  Price Risk 

Duke Energy is exposed to the impact of market changes in the future prices of electricity (energy, capacity and financial transmission righls), coal, natural gas 
and emission allowances (SO2, seasonal NOx and annual NOx) as a result of its energy operations such as electric generation and the transportation and sale of 
natural gas With respect lo commodily price risks associaled wilh eleclric generalion, Duke Energy is exposed lo changes including, but not limiled to, the cost of the 
coal and natural gas used to generate electricity, the prices of electricity in wholesale markets, the cost of capacity required to purchase and sell electricity in 
wholesale markets and lhe cost of emission allowances for SOz, seasonal NOX and annual NOx, primarily at Duke Energy's coal fired power plants. Duke Energy 
closely monitors the risks associated with commodity price changes on its future operations and, where appropriate. uses various commodity contracts to mitigate the 
effect of such fluctuations on operations. Duke Energy's exposure to commodity price risk is influenced by a number of factors, including, but not limited to, the term 
of the contract, the liquidity of the market and delivery location. 

Commodity derivatives associated wilh the risk management of Duke Energy's energy operations may be accounted for as either cash flow hedges or fair value 
hedges if the derivative instrument qualifies as a hedge under the accounting guidance for derivatives, or as an undesignated contract if either the derivative 
instrument does not qualify as a hedge or Duke Energy has elected to not designate the contract as a hedge Additionally, Duke Energy enters into various contracts 
that qualify for the NPNS exception. Duke Energy primarily applies the NPNS exception to contracts within the iJ S Franchised Electric and Gas and Commercial 
Power business segments that relate to the physical delivery of electricity over the nexl 12 years 

Commodify Fair Value Hedges At December 31, 2009, Duke Energy did not have any open commodity derivative instruments that were designated as fair value 
hedges 

Commodify Cash Flow Hedges. Duke Energy uses commodity instruments. such as swaps, futures. forwards and options, to protect margins for a portion of 
future revenues and fuel and purchased power expenses Duke Energy generally uses commodity cash flow hedges to mitigate exposures to the price variability of 
the underlying commodities for, generally, a maximum period of one year. 

Undesignaled Contracts. Duke Energy uses derivative contracts as economic hedges to manage the market risk exposures that arise from providing electric 
generation and capacity to large energy customers, energy aggregators and other wholesale companies (Jndesignated contracts include contracls not designated as a 
hedge, contracts that do not qualify for hedge accounting, derivatives that no longer qualify for the NPNS scope exception. and de-designated hedge contracts that 
were not re-designated as a hedge. The contracts in this category as of December 31, 2009 are primarily associated with forward power sales and coal purchases, as 
well as forward SO2 emission allowances, for the Commercial Power and U S. Franchised Electric and Gas business segments. Undesignated contracts also include 
contracts associated with operations that Duke Energy conlinues to wind down or has included as discontinued operations 

In connection with the exiting of the DENA business in 2005, Duke Energy entered into a series of Total Relurn Swaps (TRS) with Barclays Bank PLC (Barclays), 
which are accounted for as mark-to-market derivatives. The TRS offsets the net fair value of the contracts being sold to Earclays The fair value of the TRS as of 
December 31, 2009 is an asset of approximately $12 million, which offsets the net fair value of the underlying contracts. which is a liability of approximately $12 
million The remaining contracts covered by this TRS are wilh a single counlerparty. Although Duke Energy has transferred the risks associaled wilh these contracts to 
Barclay's via Ihe TRS, Duke Energy will continue to facilitate these contracts for their duration 

Interest Rate Risk 

Duke Energy is exposed to risk resulting from changes in interest rates as a result of its issuance or anticipated issuance of variable and fixed-rate debt and 
commercial paper. Duke Energy manages its interest rate exposure by limiting its variable-rate exposures to a percentage of total capilalization and by monitoring the 
effects of market changes in inlerest rates To manage risk associated with changes in interest rates. Duke Energy may enter into financial contracts. primarily 
interest rate swaps and U S Treasury lock agreements The majority of Duke Energy's currently outstanding derivative instruments related to interesl rate risk are 
hedges 

Additionally, in anlicipation of certain fixed-rate debt issuances, Duke Energy may execute a series of forward starting interest rate swaps to lock in components 
of the market interest rates at the time and terminate these derivatives prior to or upon the issuance of the corresponding debt When these transactions occur within a 
business that applies regulatory accounting Ireatmenl, any pre-tax gain or loss recognized from inception to termination of the hedges may be recorded as a regulatory 
ltabilily or assel and amortized as a component of interest expense over the life of  (he debt Allernalively, Duke Energy may designate these derivatives as hedges I f  
so, any pre-tax gain or loss recognized from inception to termination of the hedges is recorded in AOCl and amortized as a component of interest expense over the life 
of the debt 

At December 31, 2009, the total notional amount of Duke Energy's receive fixedlpay-variable interest rate swaps (fair value hedge) was $275 nlillion and the total 
notional amount of Duke Energy's receive variablelpay-fixed interest rate swaps (cash flow hedge) was $91 million 

V o l u m e s  
The following table shows informalion relating to the volume of Duke Energy's derivative activity OiJtstanding as of December 31, 2009 Amounts disclosed 

represent the notional volumes of commodities and the tiolional dollar amounts of debt subject to derivative contracts accounted for at fair value For option contracts, 
notional amounts include only the delta-equivalent volumes which represent the notional volumes tinies the probability of exercising the option based on current price 
volatility Volumes associated with contracts qualifying for the NPNS exceplion have been excluded from the table below Amounts disclosed represent Ihe absolule 
value of notional amounts Duke Energy has netted contractual amounts where offselling purchase and sale contracts exist with idenlical delivery locations and times 
of delivery 
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Underlying Notional Amounts for Derivative Instruments Accounted for At Fair Value 

December 31, 
2009 

Commoditv c o n t r a  
Electricity-energy (Gigawatl-hours) 
Emission allowances: SO? (thousands ol tons) 
Emission allowances: NOx (thousands of tons) 
Natural gas (millions of decatherms) 
Coal (millions of tons) 

Financial contracts 
Interest rates (dollars in millions) 

3,687 
9 
2 

71 
2 

S 366 

The following table shows fair value amounts of derivative contracts as of December 31, 2009 and the line item(s) in the Consolidated Balance Sheets in which 
sucli amounls are included The fair values of derivative contracts are presented on a gross basis, even when the derivalive instruments are subject to masler netting 
arrangements Cash collateral payables and receivables associated with the derivative contracts have not been netled against lhe fair value amounls. 

Location and Fair Value Amounts of Derivatives Reflected in the Consolidated Balance Sheets 

Balance Sheet Location 

Derivatives Designated as Hedging Instruments 

Commodilv conlracts 
Current Assets: Other 
Interest rate con@.& 
Currcnl Assels: Other 
Current Liabilities: Other 
Deferred Credils and Other Liabilities: Othei 

Total Derivatives Designated as Hedging Instruments 

Derivatives Not Designated as Hedging Instruments 

Commodity contracts 
Currenl Assets: Other 
Investments and Other Assets: Other 
Current Liabilities: Other 
Deferred Credits and Olher Liabililies: Othei 
Interest rate contracts 
Current Liabililies: Other 
Deferred Credits and Other Liabilities: Other 

Total Derivatives No1 Designated as Hedging Instruments 

Total Derivatives 

December 31,2009 

Asset Liabi l i ty  
Derivatives Derivatives 

( in mi l l ions) 

- 

$ 59 $ 1 
59 2 
85 232 
44 100 

3 
- 4 

$ 247 $ 342 

$ 252 $ 349 

- 
-~ __.I__ 
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The following table shows the amount of the gains and losses recognized on derivative instruments designated and qualifying as cash flow hedges by type ol 
derivative contract during the year ended December 31, 2009 and the financial statement line items in which such gains and losses are included 

Cash Flow Hedges - Location and Amount of Pre-Tax Losses Recognized in Comprehensive 
Income 

Year 
Ended 

December 31, 
2009 

( in mi l l ions) 

Location of Pre-Tax Losses Reclassified f rom AOCl in to  Earnings(”) 
Commodity contracts 
Revenue, non-regulated electric, natural gas and other 
Fuel used in electric generation and purchased power-non-regulated 
Interest rate con= 
Interest expense 
Total Pre-Tax Losses Reclassified f rom AOCl in to  Earnings 

(a) Represents the gains and losses on cash flow hedges previously recorded in AOCl during the term of the hedging relationship and reclassified into earnings during 
the current period 

The effective portion of gains or losses on cash flow hedges that were recognized in AOCl during the year ended December 31, 2009 was insignificant. In addition. 
there were no losses due to hedge ineffectiveness during the year ended December 31, 2009. No gains or losses have been excluded from the assessment of hedge 
effectiveness. As of December 31, 2009, an insignificant amount of pre-tax deferred net gains on derivative instruments related to commodity and interest rate cash 
flow hedges acclirnulated on the Consolidated Balance Sheets in AOCl are expected to be recognized in earnings during the next 12 months as the hedged transactions 
occur. 

The following [able SllOWS the amount of the pre-lax gains and losses recognized on undesignated hedges by type of derivative instrument during the year ended 
December 31, 2009 and the line itern(s) in the Consolidated Statements of Operations in which such gains and losses are included or deferred on the Consotidated 
Balance Sheets as regulatory assets or liabilities 

Undesignated Hedges - Location and Amount of Pre-Tax Gains and (Losses) Recognized in 
Income or as Regulatory Assets or Liabilities 

Year 
Ended 

December 31, 
2009 

Locat ion of Pre-Tax Gains Recognized in Earnings 
Commodity contracts 
Revenue, regulated electric 
Revenue, non-regulated electric, natural gas and other 
Fuel used in electric generation and purchased power-non-regulated 
Interest rate contracts 
Interest expense 
Total Pre-Tax Gains Recognized in Earnings 

Location of Pre-Tax Gains (Losses) Recognized as Regulatory Assets or Liabil it ies 
Comnioditv contracts 
Regulatory Asset 
Regulatory Liability 
Interest rate contracts 
Regulatory Asset 
Total Pre-Tax Losses Recognized as Regulatory Assets or Liabil it ies 

( in mi l l ions) 

$ 1 
1 

10 

1 

0 13 
-- 

0 148) 
3 

1 

0 (44) 
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Credit Risk 

Duke Energy's principal customers for power and natural gas marketing and transportation services are industrial end-users, markelers, local distribution 
companies and utilities located throughout the U S. and Latin America. Duke Energy has concentrations of receivables from natural gas and electric utilities and their 
affiliates, as well as industrial customers and marketers throughout these regions These concentrations of customers may affect Duke Energy's overall credit risk in 
that risk factors can negatively impact the credit quality of the entire sector. Where exposed to credit risk, Duke Energy analyzes the counterparties' financial 
condition prior to entering into an agreement, establishes credit limits and monitors the appropriateness of those limits on an ongoing basis. 

Duke Energy's industry has historically operated under negotiated credit lines for physical delivery contracts. Duke Energy frequently uses masler collateral 
agreements to mitigate certain credit exposures, primarily related to hedging the risks inherent in its generation portfolio The collateral agreements provide for a 
counterparty to posl cash or letters of credit lo the exposed party for exposure in excess of an established threshold. The threshold amount represents an unsecured 
credit limit, determined in accordance with the corporate credit policy. Collateral agreements also provide that the inability to post collateral is sufficient cause to 
terminate contracts and liquidate all positions 

Duke Energy also obtains cash, letters of credil or surety bonds from customers to provide credit support outside of collateral agreements, where appropriate, 
based on its financial analysis of the customer and the regulatory or contractual terms and conditions applicable to each transaction. 

Certain of Duke Energy's derivative contracts contain contingent credit features. such as material adverse change clauses or payment acceleration clauses that 
could result in immediate payments. the posting of letters of credit or the termination of the derivative contract before maturity if specific events occur, such as a 
downgrade of Duke Energy's credit rating below investment grade. 

The following table shows information with respect to derivative contracts that are in a net liability position and contain objective credit-risk related payment 
provisions The amounts disclosed in the table below represents the aggregate fair value amounts of such derivative instruments at the end of the reporting period, lhe 
aggregate fair value of assets that are already posted as collateral under such derivative instruments at the end of the reporting period, and the aggregate fair value of 
additional assets that would be required to be transferred in the event that credit-risk-related contingent features were triggered at December 31, 2009. 

information Regarding Derivative Instruments that Contain Credit-risk Related Contingent 
Features 

Aggregate Fair Value Amounts of Derivative Instruments in a Ne1 Liability Position 
Collateral Already Posted 
Additional Cash Collateral or Letters of Credit in the Event Credit-risk-related Continger 

Reporting Period 
Features were Triggered at the End c the 

December 31, 
2009 

( in mi l l ions) 

$ 208 
$ 130 

$ 6 

Netting of Cash Collateral and Derivative Assets and Liabil it ies Under Master Netting Arrangements. Duke Energy offsets fair value amounts (or amounls 
that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or payable against fair value amounts 
recognized for derivative instruments executed with the same counterparty under the same master netting agreement. At December 31. 2009 and 2008, Duke Energy 
had receivables related to the right to reclaim cash collateral of approximately $1 12 million and $86 million, respectively, and had payables related to obligations to 
return cash collateral of insignificant amounts that have been offset against net derivative positions in the Consolidated Balance Sheets. Duke Energy had collateral 
receivables of approximately S19 million and $64 million under master netting arrangements that have not been offset against net derivative positions at December 31, 
2009 and 2008, respectively Duke Energy had insignificant cash collateral payables under master netting arrangements that have not been oflset against net 
derivative positions at December 31, 2009 and 2008 

See Note 9 for additional information on fair value disclosures related to derivatives 
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9. Fair Value of Financial Assets and Liabilities 

On January 1 ,  2008, Duke Energy adopted the new fair value disclosure requirements for financial instruments and non-financial derivatives On January 1, 2009, 
Duke Energy adopted the new fair value disclosure requirements for non-financial assels and liabilities measured at fair value on a non-recurring basis. Duke Energy 
did no1 record any cumulative elfect adjustment lo retained earnings as a result of the adoption 01 the new fair value standards 

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

Duke Energy classilies recurring and non-recurring fair value measurements based on the following fair value hierarchy, as prescribed by the accounting guidance 

Level I-unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy has the ability to access An active market for the asset or 
liability is one in which transactions for the asset or liabilily occur with sufficient frequency and volume to provide ongoing pricing information Duke Energy does 
not adjust quoled market prices on Level 1 for any blockage factor. 

Level 2-a fair value measurement ulilizing inputs other than a quoted market price that are observable, either directly or indirectly, for the asset or liability. Level 
2 inputs include, but are no1 limited to. quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in 
markets that are not active and inputs other than quoted market prices that are Observable for the asset or liability, such as interest rate curves and yield curves 
observable at commonly quoted intervals, volatilities. credit risk and default rates A level 2 measurement cannot have more than an insignificant portion of the 
valuation based on unobservable inputs 

Level 3-any fair value measuremenls which include unobservable inputs for the assel or liability for more than an insignificant portion of the valuation. A level 3 
measurement may be based primarily on level 2 inputs 

The fair value accounting guidance for financial instruments, which was effective for Duke Energy as of January 1 ,  2008, permits entities to elect to measure 
many financial instruments and certain other items at fair value that are not reqtlired to be accounled for at fair value under existing GAAP. Duke Energy does not 
currently have any financial assets or financial liabililies that are not required to be accounted for at fair value under GAAP for which it elected to use the option to 
record at fair value. However, in the future, Duke Energy may elect lo measure certain financial instruments at fair value in accordance with this accounting guidance 

The following lables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy's Consolidated Balance Sheets at fair value 

for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 

at December 31. 2009 and 2008 Derivative amounts in the table below exclude cash collateral amounts which are disclosed in Note 8 

Descr ipt ion 
Investments in available-for-sale auction rate securities (a)(b) 
Nuclear decommissioning trust fund equity securities Ib) 
Nuclear decommissioning lrust fund debt securities Ih) 
Other long-term trading and available-for-sale equity securities (a)(b) 

Other long-term lrading and available-for-sale deb1 securilies (a)(b) 

Derivative assetsIc) 

Total Assets 
Derivalive liabilities@) 

Net Assels 

Total Fair 
Value 

Amounts at 
December 31, 

2009 Level 1 Level 2 

(in mil l ions) 

$ 198 5 -  $ -  
1,156 1,156 - 

609 36 573 
66 60 6 

258 32 226 
120 24 

$ 2,407 $1,285 $ 829 

-~ 

( 2 ? 7 1 _ .  ( 1 1 2 ) -  

$ 2,190 $1,173 - $ 794 - 

Level 3 

$ 198 - 
I 

__ 
- 
95 

$ 293 

m 
$ 223 - 

Included in Other wilhin Investments and Other Assets on the Consolidated Balance Sheets 
See Note 10 for additional information related to investments by major security type 
Included in Other within Current Assets and Other within Investments and Other Assets on Ihe Consolidaled Balance Sheets. See Note 8 for additional information 
regarding derivatives 
Included in Other within Currenl Liabilities and Other wittiin Deferred Credits and Other Liabilities on the Consolidated Balance Sheets See Note 8 for additional 
informalion regarding derivatives 
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Descr ipt ion 
Investments in available-for-sale auction rate securities (a)(b) 
Nuclear decommissioning trust fund equity securities (b) 
Nuclear decommissioning lrusl fund debt securities (b) 
Other long-term trading and available-for-sale equity securities (b)(c) 
Other long-term trading and available-for-sale deb1 securities (b)(c) 
Derivative assets(d) 

Total Assets 
Derivative liabilities@) 

Total Fair 
Value 

Amounts at 
December 31, 

2008 Level 1 Level 2 

( in  mi l l ions) 

$ 224 $ -  $ - -  
831 83 1 .- 
605 22 583 
80 49 31 

234 25 209 
70 251 

$ 2,225 $ 936 $ 893 

__ 9 -- 

(341) -."J.!?) -1 
$ 778 - $ 848 - $ 1,884 - Net Assets 

Level 3 

Approximately $173 million of auction rate securities are included in Other within Investments and Other Assets and approximately $51 million are classified as 
Short-Term Investments within Current Assets on the Consolidated Balance Sheets 
See Note 10 for additional information related to investments by major security type. 
Included in Other within Investments and Other Assets on the Consolidated Balance Sheets 
Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidaled Balance Sheets. 
Included in Other wilhin Current Liabililies and Olher within Deferred Credits and Other Liabilities on the Consolidated Balance Sheels 
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The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis where the 
determination of fair value includes significant unobservable inputs (Level 3): 

Rol l forward of Level 3 Measurements 

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

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

Total pre-tax (losses) gains included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total losses included on balance sheet as regulatory asset or liability or as non-current liability 

Balance at December 31, 2009 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements 
outstanding a1 December 3 1. 2009: 

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

Total 

Year Ended December 31,2008 
Balance at January 1, 2008 

Transfers in to Level 3 
Total pre-tax realized or unrealized gains (losses) included in earnings: 

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 
Other income and expense, net 

Total pre-tax losses included in other comprehensive income 
Net purchases, sales, issuances and setllements 
Total gains included on balance sheet as regulatory asset or liability or as non-current liability 

Balance at December 31 I 2008 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements 
outslanding at December 31,2008: 

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 
Other income and expense, net 

Total 

Available-for-Sale 
Auction Rate Derivatives 

Securit ies (net) 

( in mi l l ions) 

$ 198 

$ - -  
__ 

Valuation methods of the primary fair value measurements disclosed above are as follows: 

Investments in equity securit ies: Investments in equity securilies are typically valued at the closing price in the principal active market as of the last business 
day of the quarter. Principal active markets for equity prices include published exchanges such as NASDAQ and NYSE. Foreign equity prices are translated from their 
trading currency using the currency exchange rate in effect at the close of the principal active market. Duke Energy has not adjusted prices to reflect for after-hours 
market activity. The majority of Duke Energy's investments in equity securities are valued using Level 1 measurements 

Investments i n  available-for-sale auction rate securit ies: At December 31, 2009 and 2008. Duke Energy has approximately $251 million par value 
(approximately $198 million fair value) and approximately S270 million par value (approximately $224 million fair value), respectively, of auction rate securitges for 
which an active market does not currently exist The majority of these auction rate securities are AAA rated student loan securities for which substantially all the 
values are ultimately backed by the U S government All of these securities were valued as of December 31, 2009 and 2008 using nleasuremetits appropriate for 
Level 3 investments The methods and significant assumptions used to determine the fair values of Duke Energy's investment in auction rate debt securities 
represented a conibination of broker-provided quotations and esliniations of fair value using validation of such quotations throuch internal discourited cash flow models 
which incorporated primarily Duke Energy's own assumptions as lo the term over which such investments will be recovered at par, llie current level of interest rates 
and the appropriate risk-adjusted (for liquidily and credit) discount rates when relevant observable inputs are 
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not available to determine present value of such cash flows In preparing the valuations, all significant value drivers were considered, including the underlying 
collateral 

See Note i o  for a discussion of other-than-temporary impairments associated with investments in auction rate debt securities during the year ended 
December 31 ~ 2008. 

Investments in debt securities: Most debt investments are valued based on a calculation using interest rate curves and credit spreads applied to the terms of 
the debt instrument (maturity and coupon interest rate) and consider the counterparty credit rating. Most debt valuations are Level 2 measures If the market for a 
particular fixed income security is relatively inactive or illiquid, the measurement i s  a Level 3 measurement IJ.S. Treasury debt is typically a Level 1 measurement 

Commodity derivatives: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is adjusled for liquidity 
(bid-ask spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and discounted to present value The primary difference 
between a Level 2 and a Level 3 measurement has to do with the level of activity in forward markets for the commodity. If the market is relatively inactive, the 
measurement is deemed to be a Level 3 measurement Some commodity derivatives are New York Mercantile Exchange (NYMEX) contracts, which Duke Energy 
classifies as Level 1 measurements 

Additional fair value disclosures. The fair value of financial inslruments, excluding financial assets and certain financial liabilities included in the scope of the 
accounting guidance for fair value measurements disclosed in the tables above, is summarized in the following table Judgment is required in interpreting market data lo 
devefop the estimales of fair value Accordingly, the estimates determined as of December 31, 2009 and 2008 are not necessarily indicative of the amounts Duke 
Energy could have realized in current markets 

As of December 31, 

2009 2008 

Book Approximate Book Approximate 
Value Fair Value Value Fair Value 

Long-term debt. including current maturities 

( in mi l l ions) 

$ 17,015 $ 16.899 $ 13,896 S 13,981 

The fair value of cash and cash equivalents, accounts and notes receivable, accounts payable and commercial paper are not materially different from lheir 
carrying amounts because of the short-term nature of these instruments andlor because the stated rates approximate market rates 

See Note 1 1  for a discussion of non-recurring fair value measurements related to goodwill and other long-lived assets for which impairment charges were recorded 
during Ihe third quarter of 2009. 

See Note 20 for disclosure of fair value measurements for investments that support Duke Energy's qualified. non-qualified and other post-retirement benefit 
plans 

I O .  Investments in Debt and Equity Securities 

Duke Energy classifies ils inveslments in debt and equily securilies into two categories - trading and available-for-sale Investments in debt and equily securities 
held in grantor lrusts associated will1 cerlain deferred compensation plans are classified as trading securities and are reported at fair value in the Consolidaled Balance 
Sheets with ne1 realized and unrealized gains and losses included in earnings each period All other investments in debt and equity securities are classified as available- 
for-sale securities, which are also reported at fair value on the Consolidated Balance Sheets with unrealized gains and losses excluded from earnings and reported either 
as a regirlalory asset or liability, as discussed further below, or as a component of other comprehensive income until realized. 

Duke Energys available-for-sale securities are primarily comprised of investments held in the NDTF. investments in a grantor trust at Duke Energy Indiana 
related to other post-retirement benefit plans as required by the IURC. the captive insurance investment portfolio and investments in auction rate debt securities The 
investments within the NDTF and Duke Energy Indiana's grantor trust are managed by independent investment managers with discretion lo buy, sell and invest 
pursuant to the objectives set forth by the trust agreemenls. Therefore, Duke Energy has limited oversight of the day-to-day management of these investments 
Since day-to-day iiivestmenl decisions, including buy and sell decisions, are made by the investment manager, the abllity to hold iiiveslmenls in unrealized loss 
positions is outside Ihe conlrot of Duke Energy Accordingly, all unrealized losses associated with equity securilies within the NDTF and Duke Energy Indiana s grantor 
trust are considered other-than-temporary and are recognized immediately when the fair value of individual investments is less than Ihe cost basis of Ihe investment 
Pursuant lo regulatory accounting. subslantially all unrealized losses associated with investments in debt and equity securities within the NDTF and Duke Energy 
Indiana's grantor trust are deferred as a regulatory asset, thus lhere is no immediate impact on the earnings of Duke Energy as a result of any other-than-temporary 
impairments tlial would otherwise be reqllired to be recognized in earnings. For investments in debt and equity securities held in the captive insurance portfolio and 
investments in auction rate debt securities, unrealized gains and losses are included in other comprehensive income until realized, unless i t  is determined lhai the 
carrying value of an investment is other-than-temporarily impaired, at which time the write-down to fair value may be included in earnings based on the criteria 
discussed below 

For available-lor-sale securilies outside of lhe NDTF and Duke Energy Indiana grantor trust. which are discussed separately above. Duke Energy analyzes all 
investment holdings each reporting period to determine whether a decline in fair value should be considered olher-than-temporary Crileria used to evaluale whether an 
impairment associated will? equily securities is other-than-temporary includes, but is not limited to, the length of time over which the market value has been lower than 
the cost basis of the investment, the percentage decline compared lo the cost of the investment and management's intent and ability to retain its inveslment in Ihe 
issuer for a period of time sufficient 
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to allow for any anticipated recovery in market value If a decline in fair value is determined to be other-than-temporary. the inveslmenl is written down lo its fair value 
through a charge to earnings 

Wilh respect Io investments in debt securities. during the first quarter of 2009, Duke Energy adopted the modified other-than-temporary impairment accounting 
guidance issued by the FASB, which changed the olher-than-temporary impairment guidance related to investments in debt securities. Under this modified other-lhan- 
temporary impairment guidance, if the entity does not have an intent to sell the security and it is not more likely than not that management will be required to sell the 
debt security before the recovery of its cost basis, the impairment write-down to fair value would be recorded as a component of other comprehensive income, except 
for when it is determined that a credit loss exists. In determining whether a credit loss exists, management considers, among other things, the length of time and the 
extent to which the fair value has been less than the amortized cost basis, changes in the financial condition of the issuer of the security. or in the case of an asset 
backed security, the financial condition of the underlying loan obligors, consideration of underlying collateral and guarantees of amounts by government entities. ability 
of the issuer of the security to make scheduled interest or principal payments and any changes to the rating of the security by rating agencies. If it is determined !hat 
a credit loss exists. the amount of impairment write-down lo fair value would be split between the credit loss, which would be recognized in earnings, and the amount 
attributable to all other factors, which would be recognized in other comprehensive income. The adoption of the modified other-than-temporary impairment guidance 
primarily impacts Duke Energy's investments in auction rate debt securilies and the investments held in the captive insurance portfolio since, as discussed above, the 
debt securities held in the NDTF and Duke Energy Indiana's grantor trust receive regulatory deferral treatment of all unrealized losses including other-than-temporary 
impairments. Since management believes. based on consideration of the criteria above, that no credit loss exists as of December 31. 2009 and management does not 
have the intent lo sell its investments in auction rate debt securities and the investments in debt securities within its captive insurance portfolio. and it  is not more 
likely than not that management will be required to sell these securities before the anticipated recovery of their cost basis, management concluded that there were no 
other-than-temporary impairments necessary as of December 31, 2009 Accordingly, all changes in the market value of investments in auction rate debt securities and 
captive insurance investments were reflected as a component of other comprehensive income in 2009 However, during the year ended December 31, 2008, Duke 
Energy recorded a pre-lax impairment charge to earnings of approximately $13 million related to the credit risk of certain investments including auction rate debt 
securities The remaining changes in fair value of investments in auction rate debt securities and captive insurance investments in 2008 were considered temporary 
and were reflected as a component of other comprehensive income. See Note 9 for additional information related to fair value measurements for investments in 
auction rate debl securities that were not part of its NDTF or captive insurance portfolio. 

Management will continue to monitor the carrying value of its entire portfolio of investments in the future to determine if any additional other-than-temporary 
impairment losses should be recorded 

Investments in debt and equity securities are classified as either short-term investments or long-term investments based on management's intent and ability to 
sell these securities. taking into consideration illiquidity factors in the current markets with respect to certain short-term investments that have historically provided for 
a high degree of liquidity, such as investments in auction rale debt securities 

Shod-fern7 investments At December 31, 2008, Duke Energy had approximately $51 million carrying value (approximately 555 million par value) of short-term 
investments. The balance at December 31, 2008 consisted of investments in auction rate debt securities that either had a stated maturity within the next 12 months or 
Duke Energy believed tlie investments were reasonably expected to be refunded within the next 12 months based on notification of a refunding plan by the issuer At 
December 31, 2008, management believed that approximately $49 million par value of investments in auction rate debt securities were reasonably expected to be 
refunded within the next 12 months based on notification of refunding by the issuer. However, due to an ongoing delay in that refunding plan, Duke Energy reclassified 
these securilies to long-term investments in tlie second quarter of 2009 Duke Energy continues to hold these securities at December 31, 2009 The remaining balance 
of investments in auction rate debt securities at December 31, 2008 were included in long-term investments and are discussed below During the year ended 
December 31, 2009 there were no purchases or sales of short-term investments. During the years ended December 31, 2008 and 2007, Duke Energy purchased short- 
term investments of approximately $4,277 million and $21,661 million, respectively. During the years ended December 31, 2008 and 2007, Duke Energy received 
proceeds on sales of approximalely $4,424 million and $22.685 million, respectively. 

Long-term fnvestmenfs Duke Energy classifies its investments in debt and equity securities held in the NDTF (see Note 7 for further information), in the Duke 
Energy Indiana grantor trust and the captive insurance investment portfolio as long-term Additionally. approximately $198 million carrying value (approximalely $251 
million par value) and approximately $17.3 million carrying value (approximately $215 million par value) of investments in auction rale debl securities have been 
classified as long-term at December 31, 2009 and 2008. respectively. due to market illiquidity factors as a result of continued failed auctions All of these inveslments 
are classified as available-for-sale and, therefore, are reflected on the Consolidated Balance Sheets at estimated fair value based on either quoted market prices or 
management's best estimate of  fair value based on expected future cash flow using appropriate risk-adjusted discount rates Since managemenl does not intend to use 
Liiese investments in current operations, these investments are classified as long-term At December 31, 2009 and 2008, Duke Energy's long-term available-for-sale 
investments had a fair markel value of $2.254 million and 51,855 million. respectively 

The cost of securities sold is determined using the specific identification method During the years ended December 31, 2009, 2008 and 2007 Duke Energy 
purchased long-term investments of approximately $3,013 million, $3,076 million and $1.978 million, respectively. and received proceeds on sales of approximately 
$2.988 million S3 030 million and S i  ,928 million. respectively The majority of these purchases and sales relate to activity within the NDTF. including annual 
contributions to the NDTF of approximately 548 million pursuant to an order by the NCUC (see Note 7) 
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The estimated fair values of short-term and long-term investments classified as available-for-sale are as follows (in millions): 

As of December 31, 

2009 2008 

Gross Gross Gross Gross 
Unrealized l lnreal ized Estimated Unrealized l lnreal ized Estimated 

Ho ld ing  Ho ld ing  Fair  Ho ld ing  Ho ld ing  Fair 
GainsfJ) Losses@) Value Gainda) Losses(”) Value 

- $ - $ - $ -  $ - -~ _.___ $2) L.51 
Total short-term investments - - - d U ) W  $ __ $ - $ -  $ 

Short-term Investments 

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

$ 337 $ (30) $ 1,216 $ 161 $ (163) $ 880 
14 (2 )  256 5 (7) 124 

83 2 (10) 150 
- 292 290 18 

(42) 173 
18 2) .~ 21 1 3 -3) - 236 

2 (8) 
11 (1) - (53) 198 

Total long-term investments $ 382 $ (112) $ 2,254 $ 189 $ (253) $ 1,855 

(a) The table above includes unrealized gains and losses of approximately $374 million and $56 million, respectively, at December 31, 2009 and unrealized gains and 
losses of approximately $182 million and $190 million, respectively, at December 31, 2008 associated with investments held in the NDTF. Additionally, the table 
above includes unrealized gains of approximately S t million and an insignificanl amount of unrealized losses at December 31, 2009 and unrealized gains and 
losses of approximately $1 million and $14 million, respectively, at December 31, 2008 associated with investments held in the Duke Energy Indiana Grantor 
Trust As discussed above, unrealized losses on investments within the NDTF and Duke Energy Indiana Grantor Trust are deferred as regulatory assets pursuant 
to regulatory accounting 

For the years ended December 31, 2009, 2008. and 2007, a pre-tax gain of approximately $7 million, a pre-tax loss of approximately $1 million, and a pre-tax gain 
of less than SI million, respectively, were reclassified out of AOCl into earnings 

Debt securities held at December 31, 2009, which includes auction rate securities based on the stated maturity date, mature as follows: $44 million in less than 
one year, $173 million in one to five years, $156 million in six to 10 years and $657 million thereafter. 

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which other-than-temporary 
impairment losses have not been recorded, summarized by investment type and length of time thal the securities have been in a continuous loss position, are 
presented in the table below as of December 31, 2009 and 2008 

As of December 31,2009 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U S  Government Bonds 
Auction Rate Securities(b) 
Other 

Total 

Fair  Unrealized Loss Posit ion Unrealized Loss Posit ion 
Va I u e(”) >12 months <I2 months 
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As of December 31,2008 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
Auction Rate Securities(b) 
Other 

Fair  Unrealized Loss Posit ion Unrealized Loss Posit ion 
Vatue(a) > I 2  months cl2  months 
-_I 

(in mi l l ions) 

$ 353 $ (12) $ (151) 
38 (3) (4) 

(10) 
(46) 

108 -2) --.(28) 

- 66 
224 - 

$ 789 $ (18) $ (239) - Tolal 

(a) The table above includes fair values of approximately $298 million and $486 million at December 31, 2009 and 2008, respectively, associated with investments 
held in the NDTF Additionally, the table above includes fair values of approximately $27 million and $33 million at December 3 1. 2009 and 2008, respectively. 
associated with investments held in the Duke Energy Indiana Grantor Trust. 
See Note 9 for information about fair value measurements related to investments in auction rate debt securities (b) 

11. Goodwill and Intangible Assets 

Goodwill. The following table shows goodwill by business segment a! December 31, 2009 and 2008: 

Balance 
January 1 ,  

2009 

U.S Franchised Electric and Gas 
Commercial Power(”) 
International Energy 

Total consolidated 

$ 3,500 
960 
260 

$ 4,720 

Balance 
January 1, 

2008 

U.S Franchised Electric and Gas 
Commercial Power 
lnlernational Energy 

Total consolidated 

!§ 3,478 
87 1 
293 

$ 4,642 

Acquisitions, 
Foreign 

Impairment Exchange and 
of Other 

Goodwi l l  Changes 

( in mi l l ions) 

Acquisitions, 
Foreign 

Impairment Exchange and 
of Other 

Changes Goodwi l l  

( in mi l l ions) 

$ -  s 22 - 89 
- (33) -~ 

$ - -  $ 78 

Balance 
December 31, 

2009 

$ 3,483 
569 
298 

$ 4,350 

Balance 
December 31, 

2008 

.$ 3,500 
960 
260 

$ 4,720 

(a) The 2009 impairment charge, which is disclosed below, is the first goodwill impairment charge recorded by Duke Energy since the initial transaction occurred that 
resulted in the recognition of goodwill 

Duke Energy is required to perform an annual goodwill impairment test as of the same date each year and, accordingly, performs its annual impairment testing of 
goodwill as of August 31 Duke Energy updates the lest between annual tests i f  events or circumstances occur that would more likely than not reduce the fair value of 
a reporting unit below its carrying value The annual analysis of the potential impairment of goodwill requires a two step process Slep one of the impairment test 
involves comparing !he fair values of reporting units with their aggregate carrying values, including goodwill If the carrying amount of a reporting unit exceeds !he 
reporting unit’s fair value, step !wo must be performed to determine the amount, i f  any, of the goodwill impairment loss If the carrying amount is less than fair value, 
further testing of goodwill impairment is not performed. 
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Step two of the goodwill impairment test involves comparing the implied fair value of Ihe reporting unit's goodwill against the carrying value of the goodwill Under 
step two, determining the implied fair value of goodwill requires the valuation of a reporting unit's identifiable tangible and intangible assets and liabilities as if the 
reporting unit had been acquired in a business combination on the testing date The difference between the fair value of the entire reporting unil as determined in step 
one and the ne1 fair value of all identifiable assets and liabilities represents the implied fair value of goodwill The goodwill impairment charge, i f  any, would be the 
difference between the carrying amount of goodwill and the implied fair value of goodwill upon the completion of step lwo 

For purposes of the step one analyses, determination of reporting units' fair value was based on a combination of the income approach, which estimates Ihe fair 
value of Duke Energy's reporting units based on discounted future cash flows, and the market approach, which estimates the fair value of Duke Energy's reporting 
units based on market comparables within the utility and energy industries. Based on completion of step one of the annual impairment analysis, management 
determined (hat the fair values of all reporling units except for Commercial Power's non-regulated Midwest generation reporting unit, for which the carrying value of 
goodwill was approximately $890 million as of August 31, 2009, were greater than their respective carrying values Accordingly, only Commercial Power's non-regulated 
Midwest generation reporting unil required management to perform step two of the goodwill impairment test to determine the amount of the goodwill impairment 

Commercial Power's non-regulated Midwest generation reporting unit includes nearly 4,000 MW of coal-fired generation capacity in Ohio dedicated to serve Ohio 
native load customers under the ESP through December 31, 201 1. These assets, as excess capacity allows, also generate revenues through sales outside the native 
load customer base, and such revenue is lermed non-nalive. Additionally, this reporting unil has approximately 3,600 MW of gas-fired generation capacity in Ohio, 
Pennsylvania, Illinois and Indiana The businesses within Commercial Power's non-regulated generalion reporling unit operate in an unregulated environment in Ohio. As 
a result, the operations within this reporting unit are subjected to competitive pressures that do not exist in any of Duke Energy's regulated jurisdictions. 

Commercial Power's other businesses, including the wind generation assets, are in a separate reporting unit for goodwill impairment testing purposes No 
impairment exists with respect to Commercial Power's wind generation assets. 

The fair value of the non-regulated Midwest generation reporting unit is impacted by a multitude of factors, including current and forecasted customer demand, 
current and forecasted power and commodity prices, impact of the economy on discount rates, valuation of peer companies, competition, and regulatory and 
legislative developments Management's assumptions and views of these factors continually evolves, and such views and assumptions used in determining the step 
one fair value of the reporting unit in 2009 changed significantly from those used in the 2008 annual impairment test These factors had a significant impact on the 
risk-adjusted discount rate and other inputs used to value the non-regulated Midwest generation reporting unit More specifically, as of August 31, 2009, the following 
factors significantly impacted management's valuation of the reporting unit that consequently resulted in an approximate $37 1 million non-cash goodwill impairment 
charge during the third quarter of 2009: 

* Decline in load (electricity demand) forecasf-As a result of lower demand due to the continuing economic recession, forecasts evolved throughout 2009 that 
indicate that lower demand levels may persist longer than previously anticipated. The potential for prolonged suppressed sales growth, lower sales volume 
forecasts and greater uncerlainty with respect to sales volume forecasts had a significant impact lo the valuation of this reporting unit 

Depressed markef powerprices-Low natural gas and coal prices have put downward pressure on market prices for power As the economic recession 
continued throughout 2009, demand for power remained low and markel prices were at lower levels than previously forecasted In Ohio, Duke Energy provides 
power l o  retail customers under the ESP, which utilizes rates approved by the PUCO through 201 1. These rates are currenlly above market prices for 
generation services The current low levels of market prices impact price forecasts and places uncertainly over the pricing of power after the expiration of the 
ESP at the end of 201 1 Additionally, customers have recently begun to select alternative energy generalion service providers, as allowed by Ohio legislation, 
which further erodes margins on sales 

Carbon legislaflon/regulafion developmenfs-On June 26, 2009, the U S House of Represenlalives passed The American Clean Energy and Security Acl 01 
2009 (ACES) to encourage the development of clean energy sources and reduce greenhouse gas emissions The ACES would create an economy-wide cap and 
trade program for large sources of greenhouse gas emissions In September 2009, the U S Senale made significant progress towards lheir own version of 
climate legislation and, also in 2009, the EPA began actions that could lead to its regulation of greenhouse gas emissions absent carbon legislation Climate 
legislation has the potential to significantly increase the costs of coal and other carbon-intensive eleclricity generation throughout the U S , which could impact 
the value of the coal fired generating plants. particularly in non-regulated environments 

* 

- 

In addition Io the goodwill inipairnienl charge, and as a result of factors similar lo those described above, Commercial Power recorded approximately $42 million of 
pre-tax impairment charges related to certain generating assets in the Midwest to write-down the value of these assets to their estimated fair value These impairment 
charges are recorded in Goodwill and Other Impairment Charges on the Consolidated Statement of Operations As management is not aware of any recent market 
transactions for comparable assets with sufficient transparency to develop a market approach fair value, Duke Energy relied on the income approach lo estimate the 
fair value of the impaired assets 

The lair values of Commercial Power's non-regulated generation reporting unit and generating assets for which impairments were recorded were determined using 
significant unobservable inputs (i e , Level 3 inputs) as defined by the accounting guidance for fair value measurements 
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Intangibles. The carrying amount and accumulated amortization of intangible assets as of December 31, 2009 and 2008 are as follows: 

Emission allowances 
Gas, coal and power contracts 
Wind development rightda) 
Other 

December 31, December 31, 
2009 2008 

( in mi l l ions) 

$ 274 $ 300 
296 296 
127 161 
66 68 

Total gross carrying amount 763 825 

Accumulated amortization-gas, coal and power contracts 
Accumulated amortization-wind development rights 
Accumulated amortization-other 

Total accumulated amortization 

Total intangible assets, net 

( 1  17) - (140) 
(2) 

(28) (28) 

0- (145) 

$ 593 $ 680 

(a) As discussed further below and in Note 3. the decrease in wind development rights primarily relates to the sale of certain projects that were acquired as part of 
Catamount in September 2008 

Emission allowances in the table above include emission allowances acquired by Duke Energy as part of its merger with Cinergy, which were recorded at the then 
fair value on the date of the merger in April 2006. and emission allowances purchased by Duke Energy. Additionally, Duke Energy is allocated certain zero cost 
emission allowances on an annual basis The change in the gross carrying value of emission allowances during the years ended December 3 1 ,  2009 and 2008 are as 
follows: 

December 31, December 31, 
2009 2008 

Gross carrying value at beginning of period 
Purchases of emission allowances 
Sales and consumption of emission allowances (a)(b) 

Impairment of emission allowances 
Other changes 

Gross carrying value at end of period 

( in mi l l ions) 

$ 300 $ 426 
93 62 

( 1  20)  ( 1  16) 
( 8 2 )  - 

1 10 -~ 
$ 274 $ 300 

(a) 
(b) 

Carrying value of emission allowances are recognized via a charge Lo expense when consumed. 
See Note 3 for a discussion of gains and losses on sales 01 emission allowances by U S Franchised Electric and Gas and Commercial Power 

Amortization expense for gas. coal and power contracts, wind development rights and other intangible assets for Ihe years ended December 31, 2009. 2008 and 
2007 was approximately $25 million, $27 million and $57 million. respectively 

The table below shows Ihe expecled amortization expense for Ihe nexl live years for intangible assets as of December 31, 2009 The expected amortization 
expense includes estimates of emission allowances consumplion and estimates of consumption of commodities such as gas and coal under existing contracts, as well 
as estimated amortization related to the wind development projects acqiiired from Calamount The amortization amounts discussed below are estimates and actual 
amounts may differ from these estimates due to such factors as changes in consumption patterns, sales or impairments of emission allowances or other intangible 
assets, delays in the in-service dates of wind assets, additional intangible acquisitions and other events. 
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2010 2011 2012 2013 2014 

Amortization expense 

(in mi l l ions) 

$ 136 $ 38 $ 34 $ 31 $30 

As discussed in Note 3, Duke Energy completed the acquisition of Catamount in September 2008, resulting in the recognition of approximately $1 17 million of 
intangible assets related Io wind farm development rights. Of this amount, a portion of the intangible asset value was assigned to projects that Duke Energy disposed 
of through sale during the year ended December 31, 2009. The intangible assets recorded in connection with the Catamount acquisition primarily represent land use 
rights and interconnection agreements acquired by Duke Energy as part of the purchase price Since these intangible assets relate to development projects for which 
commercial operations have not commenced, amortization of the intangible asset value assigned to each of these projects will not begin until commercial operation is 
achieved. Duke Energy will evaluate the useful lives of these intangible assets as the projects begin commercial operations, which is anticipated to be in the years 
2010 through 2012 Duke Energy currently estimates the useful lives of these projects, once in commercial operation, will be the shorter of the lease term of the land 
or the estimated lives of the projects. which is approximately 25 years. 

In connection with the merger with Cinergy in April 2006, Duke Energy recorded an intangible liability of approximately $1 13 million associated with the RSP in 
Ohio, which was recognized in earnings over the regulatory period that ended on December 31, 2008. Duke Energy also recorded approximately $56 million of intangible 
liabilities associated with other power sale contracts in connection with its merger with Cinergy The carrying amount of these intangible liabilities associated with other 
power sale contracts was approximately $10 million and $16 million at December 31, 2009 and 2008, respectively. During the years ended December 31, 2009, 2008 
and 2007, Duke Energy amortized approximately $6 million, $73 million and $45 million, respectively, to income related to these intangible liabilities. The remaining 
balance of approximately $10 million will be amortized to income as follows: approximately $6 million in 2010 and approximately $4 million in 201 1. Intangible liabilities 
are classified as Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

lmpairmenl of Emission Allowances On July 11, 2008, the U S Court of Appeals for the District of Columbia issued a decision vacating the Clean Air Interstate 
Rule (CAIR) Subsequently, in December 2008, a federal appeals court reinstated the CAlR while the EPA develops a new clean air program. See Note 16 for additional 
information on the CAlR However, as a result of the July 11, 2008 decision temporarily vacating the CAIR, there were sharp declines in market prices of SO 2 and NO, 
allowances in the third quarter of 2008 due to uncertainty associated with future federal requirements to reduce emissions. Accordingly, Duke Energy evaluated the 
carrying value of emission allowances held by its regulated and unregulated businesses for impairment during the third quarter of 2008. 

At the time of its temporary repeal, the CAlR required 50% reductions in SO 2 emissions beginning in 2010 and further 30% reductions in SO 2 emissions in 2015 
beyond specified requirements These reductions were to be achieved by requiring the surrender of SO 2 allowances in a ratio of two allowances per ton of SO2 emitted 
beginning in 2010, up from a current one-to-one ratio, escalating to 2.86 allowances per ton of SO 2 emitted beginning in 2015. Taking into account these increases in 
emission allowance requirements under CAIR. Commercial Power's forecasted SO 2 emissions needed through 2037 exceeded the number of emission allowances held 
prior to the vacating of the CAIR. SlJbSeqlJenl to the temporary decision to vacate CAIR. Commercial Power determined that it had SO z allowances in excess of 
forecasted emissions and those allowances held in excess of forecasted emissions from future generation required an impairment evaluation In performing the 
impairment evaluation for SO2 allowances at September 30, 2008, management compared quoted market prices for each vintage year allowance to the carrying value 
of the related allowances in excess of forecasted emissions through 2038 Due to the sharp decline in market prices of SO 2 allowances, as discussed above, 
Commercial Power recorded pre-tax impairment charges of approximately $77 million related to forecasted excess SO 2 allowances held at September 30, 2008. 
Additionally, Commercial Power recorded pre-tax impairment charges of approximately $5 million related to annual NO x allowances during the third quarter of 2008 as 
these were also affecled by the decision lo vacate the CAlR These impairment charges are recorded in Goodwill and Other Impairment Charges within Operating 
Expenses on the Consolidated Statements of Operations 

Additionally, U S Franchised Electric and Gas has emission allowances and certain commitments to purchase emission allowances that. based on management's 
best estimate at September 30, 2008. resulled in a quantity of emission allowances in excess of the amounts projected to be utilized for operations The excess 
emission allowances include forward contracts to purchase SO 2 allowances to cover forecasted shortfalls in emission allowances necessary for operations that were 
entered into prior to the July 1 1, 2008 CAlR decision. Prior l o  the temporary vacating of the CAIR. these forward contracts. which primarily settled in the fourth quarter 
of 2008 or in 2009, qualified for the NPNS exception within the accounting rules for derivatives However, since certain of these forward contracts would no longer be 
considered probable of use in the normal course of operations due to the excess over forecasted needs, in September 2008, U S. Franchised Electric and Gas 
determined that these contracts no longer qualified for the NPNS exception At the time this determination was made, the fair value of the contracts was a liability of 
approximately $34 million Since U S Franchised Electric and Gas anticipates regulatory recovery of the cost of these emission allowances in normal course, a 
corresponding regulatory asset was recorded on the Consolidated Balance Sheels. These forward contracts have continued to be marked-to-market, with an offset to 
the regulatory asset balance. until ultimate settlement 

As a result of the reinstatement of the CAlR in December 2008, as discussed above, all emission allowances and certain commitments to purchase emission 
allowances held by U S Franchised Electric and Gas and Commercial Power are anticipated lo be utilized for future emission allowance requirements lJnder the CAIR, 
unless the EPA develops a new clean air program that changes the existing requirements under the CAlR 
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12. Investments in Unconsolidated Affiliates and Related Party Transactions 

equity method Significant investments in affiliates accounted for under the equity method are as follows: 
Investments in domestic and international affiliates that are not controlled by Duke Energy, but over which it has significant influence, are accounted for using the 

Commercial Power. As of December 31, 2009 and 2008, investments accounted for under the equity method primarily consist of Duke Energy's approximate 
50% ownership interest in the five Sweetwater projects (Phase I-V). which are wind power assets located in Texas that were acquired as part of the acquisition of 
Catamount, which is further described in Note 3. 

International Energy. As of both December 31, 2009 and 2008, investments accounted for under the equity method primarily include a 25% indirect interest in 
NMC, which owns and operates a methanol and MTBE business in Jubail, Saudi Arabia, and a 25% indirect interest in Attiki. a natural gas distributor in Athens, Greece. 

Duke Energy's wholly-owned subsidiary. CGP Global Greece Holdings S.A. (CGP Greece) has as its only asset the 25% indirect interest in Attiki, and its only 
third-party liability is a debt obligation that is secured by the 25% indirect interest in Attiki The debt obligation is also secured by Duke Energy's indirect wholly-owned 
interest in CGP Greece This debt obligation of approximately 571 million, which is reflected in Current MatlJrities of Long-Term Debt on Duke Energy's Consolidated 
Balance Sheets, is othewise non-recourse to Duke Energy. In December 2009, Duke Energy decided to abandon its investment in Attiki and the related non-recourse 
debt The decision to abandon Attiki was made in part due to the non-strategic nature of the investment and insufficient cash flow from the investee to cover non- 
recourse debt obligations 

In November 2009, CGP Greece failed to make a scheduled semi-annual installment payment of principal and interest on the debt, and in January 2010 the 
counterparty to the debt issued a Notice of Event of Default, asserting voting rights and rights to dividends in CGP Greece and thereby its 25% indirect interest in 
Attiki As of December 31, 2009, Duke Energy's investment balance in Attiki was approximately $71 million, reflecting an approximate 518 million impairment charge 
recognized in the fourth quarter of 2009 to reduce the carrying amount of the investment to its estimated fair value 

Other. As of December 3 1, 2009 and 2008, investments accounted for under the equity method primarily include telecommunications investments. Additionally, 
Other includes Duke Energy's eflective 50% interest in Crescent which, as discussed further below, has a carrying value of zero 

In connection with the renegotiation of its debt agreements in June 2008, Crescent management modified its existing business strategy to focus some of its 
efforts on producing near-term cash flows from its non-strategic real estate projects in order to improve liquidity As a result of its revised business strategy to 
accelerate certain cash flows resulting from the June 2008 amendments to its debt agreements, Crescent updated its recoverability assessments for its real estate 
projects as required under the accounting guidance for asset impairments. Under the accounting guidance for asset impairments, the carrying amount of a long-lived 
asset is not recoverable if i t  exceeds the sum of the undiscounted cash flows expected to resull from the use and eventual disposition of the asset For certain of 
Crescent's non-strategic assets, i t  was determined that some projects' projected undiscounted cash flows did not exceed the carrying value of the projects based on 
the revised business strategy assumptions, and an impairment loss was recorded equal to the amount by which the carrying amount of each impaired project exceeded 
its estimated fair value The methods for determining fair value included discounted cash flow models, as well as valuing certain properties based on recent offer 
prices for bulk-sale transactions and other price data for similar assets During the year ended December 31, 2008, Crescent recorded impairment charges on certain 
of its property holdings, primarily in its residential division, of which Duke Energy's proportionate pre-tax share was approximately $238 million, Duke Energy's 
proportionate share of these impairment charges are recorded in Equity in Earnings (Losses) of Unconsolidated Affiliates in Duke Energy's Consolidated Statemenls of 
Operations 

As a result of the impairment charges recorded during the year ended December 31, 2008, the carrying value of Duke Energy's investment in Crescent was 
reduced to zero. Accordingly, Duke Energy discontinued applying the equity method of accounting to its investment in Crescent during the year ended December 31, 
2008 and did not record its proportionate share of any Crescent earnings or losses in subsequent periods 

See Note 17 for a discussion of charges recorded in 2009 related to performance guarantees issued by Duke Energy on behalf of Crescent Crescent filed 
Chapter 1 1  petitions in a U S Bankruptcy Court in June 2009 

As of December 31. 2009 and 2008, the carrying amount of investments in affiliates with carrying amounts greater than zero approximated the amount of 
underlying equity in net assets 

Impairments. During the years ended December 3 1 ,  2009 and 2008, Duke Energy recorded pre-lax impairment charges l o  the carrying value of investments in 
unconsolidated affiliates of approximately $2 1 million and $9 million. respectively Approximately S18 million of the impairment charge recorded during the year ended 
December 31, 2009 relates to International Energy's investment in Attiki. as discussed above These impairment charges, which were recorded in Losses on Sales and 
Impairments of Unconsolidated Affiliates on the Consolidated Statements of Operations. were recorded as a result of Duke Energy concluding that it would not be able 
to recover its carrying value in these investments. thus the carrying value of these investments were written down to their estimated fair value. 
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Investments in Equity Method llnconsolidated Affi l iates 

As of 

December 31, 2009 December 31,2008 

Domestic International Total Domestic International Total 

US. Franchised Electric and Gas 
Commercial Power 
International EnergyIa) 
Other 

Total 

( in  mi l l ions) 

$ 4 5  - $ 4 $ 3 $  - $ 3  
226 

- 153 153 - 161 161 
71 10 81 73 10 83 

198 _. 198 226 __ 

- - - ~ _ _ _ ~ -  

(a) As discussed above, International Energy recorded an approximate $18 million pre-tax impairment to write-down the value of its Attiki investment to fair value 

Equity in Earnings (Losses) of Equity Method Unconsolidated Affi l iates 

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

Total 

For the Years Ended: 

December 31,2009 December 31, 2008 December 31,2007 

Domestic International Total(”) Domestic International Total(”) Domestic international Totali”) 

( in mi l l ions) 

-- __---___--- 

$ (10) $ - $(IO) 5 (16) 5 -- 5 (16) 5 (2) 5 - $ (2) 

~ - -  2 (230) ~ 

17 
- 72 72 - 127 127 - 102 102 
__ 1 1 ( 2 2 9 ) 3 8  2 - 40 

$ (3) S 73 $70 $(230) $ 128 $(102) $53 $ 104 $157 

__ 7 - 7 16 - 16 17 

(a) 

(b) 

Duke Energy’s share of net earnings from these unconsolidated affiliates is reflected in the Consolidated Statements of Operations as Equity in Earnings 
(Losses) of Unconsolidated Affiliates 
Amounts for the year ended December 31, 2008 and 2007 include Duke Energy’s proporttonate share of impairment charges recorded by Crescent of 
approximately $238 million and $32 million pre-lax, respectively 

During the years ended December 31, 2009, 2008 and 2007, Duke Energy received distributions from equity investments of approximately $83 million, SI95 
million and $147 million, respectively. which are included in Other assets within Cash Flows from Operating Activities on the Consolidated Statements of Cash Flows 
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Summarized Combined Financial Information of  Equity Method Unconsolidated Affi l iates 

Balance Sheet 
Current assels 
Non-current assets 
Current liabilities 
Non-current liabilities 

Net assets 

Income Statement 
Operating revenues 
Operating expenses 

Net income 

As of December 31, 

2009 2008 -- 
(in mi l l ions) 

$ 1,154 $ 1,399 
2,353 4,072 

(920) (1,489) 
(744) (2.038) 

$ 1.843 $ 1,944 -- 
For the Years Ended 

December 31, 

2009 2008 2007 -- - - 
(in mil l ions) 

$1,509 $2.683 $2.284 
1,252 2,407 1,634 

58 462 257 

Other Investments. Commercial Power has an interest in South Houston Green Power, L.P. (SHGP), which is a cogeneration facility containing three combustion 
turbines in Texas City, Texas. Although Duke Energy owned a significant portion of SHGP, it was not consolidated as Duke Energy did not hold a majority voting control 
or have the ability to exercise control over SHGP, nor was Duke Energy the primary beneficiary. In the fourth quarter of 2008, Duke Energy finalized an asset swap 
agreemenl with the other joint venture owner of SHGP, which gives Duke Energy the option to receive either wind assets or a cash settlement. both of which have a 
value of approximately SI80 million and which approximates the carrying value of Duke Energy's investment in SHGP The cash settlemenl fealure will be utilized if 
the oplion to receive the wind assets is not exercised within a nine-month window following the commercialization date of the wind assets In exchange Duke Energy 
would surrender its remaining interest in SHGP on the future transaction date. Duke Energy anticipates finalizing this transaction in 2010, either by receiving the wind 
asset or opting for the cash settlemenl. This transaction was considered a non-monetary exchange of productive assets with commercial substance for accounting 
purposes. Duke Energy does not currently expect a significant gain or loss associated with the completion of this transaction. 

Effective with the finalization of the asset swap agreement in December 2008, Duke Energy turned over of the operations of SHGP to its equity partner, and 
Duke Energy's 50% common equity interest in SHGP was converted to a preferred equity interest, which is considered a cost method investment Commencing on the 
turnover date and continuing until either the wind asset is transferred to Duke Energy or ultimate cash settlement, Duke Energy will receive a fixed monthly payment in 
lieu of the economic benefil i t  would have otherwise received as a common equity member of SHGP. This payment is intended to compensate Duke Energy for normal 
distributions that it would otherwise be entitled to as an equity owner of SHGP; however, this payment is not economically linked to the actual earnings and operating 
results of SHGP 

Related Party Transactions. See Note 21 for information related to Duke Energy Ohio's, Duke Energy Indiana's and Duke Energy Kentucky's sale of 
receivables to Cinergy Receivables 

Advance SC LLC, which provides funding for economic development projects, educational initiatives, and other programs, was formed during 2004. U S 
Franchised Electric and Gas made donations of approximalely $ 1  1 million, $ 1  I million and $8 million to Ihe unconsolidated subsidiary during the years ended 
December 31, 2009. 2008 and 2007, respectively Additionally, at December 31, 2009 and 2008. U S Franchised Electric and Gas had a trade payable to Advance SC 
LLC of approximalely $1 million and $11 million, respectively 

In early 2008, Duke Energy began discussions with Crescent to purchase certain parcels of land in North Carolina and South Carolina that potentially have 
strategic value to Duke Energy's regulated operations in those states During the second quarter of 2008, Duke Energy had independent third party appraisals 
performed for each parcel of land in order to assist in the determination of a potential purchase price. In June 2008, Duke Energy acquired approximately 12,700 acres 
of land for a purchase price of approximately $51 million Crescent recorded a gain on the sale Since Duke Energy is a joint venture owner in Crescent. its 
proportionate share of the gain was eliminated and Instead recorded as a reduction in the carrying amount of the purchased real estate 

Prior to August 2007. International Energy loaned money to Compafiia de Servicios de Compresion de Campeche. SA .  de C V (Campeche) to assist in the costs 
lo build International Energy received principal and interest payments of approximately $28 million from Campeche during 2007. 
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Summary Condensed Financial Information 

quantitative thresholds 
Item 4-08(g) of Regulation S-X requires the presentation of summarized financial information for individual equity method investments that meet certain 

Summarized financial information for Crescent has not been presented for the year ended December 31, 2009 since, as discussed above, Duke Energy 
suspended applying the equity method of accounting to its investment in Crescent in the third quarter of 2008 as its investment in Crescent had been written down to 
zero Accordingly, there were no amounts related to the operations of Crescent included in the Consolidated Statements of Operations for the year ended December 37. 
2009. Summarized linancial information for Crescent for the years ended December 31, 2008 and 2007 is as follows: 

Year Ended Year Ended 
December 31, 2008 December 31,2007 

(in mi l l ions) 
-_I 

Operating revenues 
Operating expenses 
Operating income 
Net incomela) 

5 407 
5 754 
5 (347) 
$ (420) 

$536 
$415 
$121 
$ 76 

(a) 2008 net income includes the gain recorded by Crescent on the sale of land lo Duke Energy that was eliminated by Duke Energy, as discussed further above 

December 31,2008 

( in  mi l l ions) 

Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 
Nonconlrolling interest 

s 77 
5 1.685 
s 471 
S 1,341 
5 (1) 

13. Discontinued Operations 

Income (loss) from discontinued operations was income of approximately $12 million and $16 million for 2009 and 2008, respectively, and a loss of approximately 
S22 million for 2007 Significant transactions occurring during the years ended December 31, 2008 and 2007 that resulted in discontinued operations presentation are 
discussed below 

Year Ended December 31, 2008 

Commercial Power 

In February 2008, Duke Energy entered into an agreement to sell its 480 MW natural gas-fired peaking generating station located near Brownsville. Tennessee to 
Tennessee Valley Authority for approximately 555 million This transaction closed in April 2008 and resulted in Duke Energy recognizing an approximate $23 million pre- 
tax gain at closing. 

Year Ended December 31, 2007 

Commercial Power 

Due to the expiration of certain tax credits, Duke Energy ceased all synthetic fuel (synfuel) operations as of December 31, 2007 Accordingly. the results of 
operations for synfuel were reclassified to discontinued operations For the year ended December 31, 2007, synfuel operations had after-tax earnings of approximately 
523 million, which includes tax benefits of approximately 584 million 

Internat ional  Energy 

In February 2007, International Energy finalized the approximate $20 million sale of it 50% ownership interest in two hydroelectric power plants near Cochabamba, 
Bolivia to Econergy International International Energy recorded an impairment charge in 2006 related to certain assels in Bolivia in connection with this sale As a result 
of the sale, International Energy no longer has any assets in Bolivia 

Spin-off of Natural Gas Businesses 

As discussed in Note 1. on January 2, 2007, Duke Energy completed the spin-off of Spectra Energy, which principally consisted of Duke Eneryy s former Natural 
Gas Transmission business segment and Duke Energy's former 50% ownership interest in CJCP Midstream, LLC (DCP Midstream), to Duke Energy shareholders 
Income (Loss) From DiSCOlltilllJ~d Operations, net of tax, for the year ended December 31, 2007 includes ii pre-tax amount 01 approximately $18 million related to 
costs to achieve the Spectra Energy spin-off. primarily fees to outside service providers 

Other Transactions and Balances with Spectra Energy 

Duke Energy provided certain support services to Spectra Energy. The amount received by Duke Energy during the year ended December 31 2007 under this TSA 
was approximately $15 million Additionally. as anticipated, Duke Energy has had very limited commercial business activities with Spectra Energy subsequent to the 
spin-off 

Effective with the spin-ofl. Duke Energy and Spectra Energy entered into a Transition Services Agreement (TSA). which explred on December 31, 2007 whereby 
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Additionally, effective with the spin-off, Duke Energy and Spectra Energy entered into various reinsurance and other related agreements that allocated certain 
assets to Spectra Energy and DCP Midstream created under insurance coverage provided prior to the spin-off by Duke Energy's captive insurance subsidiary and third 
party reinsurance companies. Under these agreements, Spectra Energy's captive insurance subsidiary reinsured 100% of Duke Energy's retained risk under lhe 
insurance coverage provided prior to the spin-olf. Consistent with the terms of the reinsurance agreement entered into while all parties were under the common control 
of Duke Energy, Duke Energy paid approximately $95 million in cash to Spectra Energy's captive insurance company, which was placed in a grantor trust to secure 
Spectra Energy's obligation to Duke Energy under the Spectra Energy reinsurance agreements. This transfer is reflected in Cash distributed to Spectra Energy within 
Net cash provided by (used in) financing activities on the Consolidated Statements of Cash Flows. As of December 31, 2009, Duke Energy had a total liability to 
Spectra Energy and DCP Midstream related to these agreements of approximately $21 million, which is reflected in both Other within Current Liabilities and Other within 
Deferred Credits and Other Liabilities in the Consolidated Balance Sheets This liability is offset by a corresponding receivable, of which approximately $4 million was 
due from Spectra Energy's captive insurance subsidiary under !he Spectra Energy reinsurance agreement and approximately $1 7 million was due from third party 
reinsurance companies. These amounts are reflected in both Other within Current Assets and Other within Investments and Other Assets in the Consolidated Balance 
Sheets In the event any of the reinsurance companies deny coverage for any of the claims covered under these agreements, Duke Energy is not obligated to pay 
Spectra Energy or DCP Midstream. Further. Duke Energy is providing no insurance coverage to Spectra Energy or DCP Midstream for events which occur subsequent 
to the spin-off date. 

At December 31, 2009 and 2008, Duke Energy had an approximate $50 million and $49 million receivable, respectively, from Spectra Energy related to certain 
income tax items 

14. Property, Plant and Equipment 

December 31, 

Estimated 
Useful  L i fe 2009 2008 

(Years) ( in mi l l ions) 

Land 
Plant-Regulated 

Electric generation, distribution and transmission (a) 
Natural gas transmission and distribution 
Other buildings and 

Electric generation. distribution and transmission 
Other buildings and improvements(a) 

Plant-Unregulated 

Nuclear fuel 
Equipment@) 
Vehicles 
Construction in process 
Other(a) 

Total property, plant and equipment 
Total accumulated depreciation--regulaled(b), 
Total acciJmulaled depreciation-unregulaled(c) 

Total net property. plant and equipment 

- 
8 -  125 
12-60 

25 - 100 

8 -  100 
20 - 90 

4 - 33 
5 - 26 

5 - 33 

- 

- 

$ 725 

35,983 
1,694 

617 

5,120 
1,855 
1,079 

799 
77  

5,336 
2,077 

55,362 
(15,526) 

(1,886) 

$ 37,950 

~- 

$ 687 

34,005 
1,566 

564 

3,989 
1,698 

966 
658 

81 
4,379 
1,711 

50,304 
(14,681) 

(1,587) 

$ 34,036 

___I- 

(a) 
(b) 
(c) 

Includes capitalized leases of approximately $384 million and $208 million at December 31, 2009 and 2008, respectively 
Includes accumulated amortization of nuclear fuel of approximalely $603 million and $484 million at December 31. 2009 and 2008, respectively 
Includes aggregale accumulated amortizallon of capitalized leases of approximately $20 million and $37 million for 2009 and 2008, respectively 

Capitalized interest, which includes the deb1 component of AFtJDC, amounted lo approximately $102 million, S93 million and $71 million for 2009, 2008 and 2007, 
respectively 
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Summary of Debt and Related Terms 

Unsecured debt 
Secured debt 
First mortgage bondda) 
Capital leases 
Other debtlb) 
Notes payable and commercial paperrc)ld) 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, net 
Total debte) 
Current malurities of long-term debt 
Short-term notes payable and commercial paper(') 
Total long-term debt 

DUKE ENERGY CORPORATION 
Notes To Consolidated Financial Statements-(Continued) 

Weighted- 
Average 

Rate Year Due 
-- 

6.1% 2010-2037 
3 4 %  2010-2017 
5.7% 2010 - 2040 
6 7% 2010 - 2046 
1.1% 2010-2041 
0 4% 

December 31, 

2009 2008 

( in mi l l ions) 

$ 7,922 $ 6,360 
660 737 

5.940 4,165 
24 8 137 

1,843 2,084 
450 993 

18 25 
(66) (62) 

(902) (646) 
-.....-E (543) 

~- 

17,015 14,439 

$16,113 $13,250 - -  
As of December 31, 2009, substantially all of U.S Franchised Eleclric and Gas' electric plant in service is mortgaged under the mortgage bond indenture of Duke 
Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana 
Includes S1,410 million and $1,569 million of Duke Energy tax-exempl bonds as of December 31, 2009 and 2008, respectively. As of December 31, 2009 and 
2008, $331 million and $404 million, respectively. was secured by first mortgage bonds and $433 million and $494 million. respectively. was secured by a letter of 
credit. 
Includes $450 million as of both December 31, 2009 and 2008 that was classified as Long-term Debt on the Consolidated Balance Sheets due to the existence of 
long-term credit facilities which back-stop these commercial paper balances, along with Duke Energy's ability and intent to refinance these balances on a long-term 
basis The weighted-average days to maturity was 14 days as of December 31, 2009 and 10 days as of December 31. 2008 
Includes approximately $279 million at December 31, 2008 related to Duke Energy Ohio's drawdown under the master credit facility. 
As of December 31, 2009 and 2008, $479 million and $414 million, respectively, of debt was denominated in Brazilian Reals 
Weighted-average rates on outstanding short-term notes payable and commercial paper was 3 4% as of December 31, 2008 

LJnsecured Debt. In September 2009, Duke Energy Kentucky issued $100 million of senior debentures, which carry a fixed interest rate of 4 65% and mature 
October 1, 2019 Proceeds from the issuance were used lo repay Duke Energy Kentucky's borrowings under Duke Energy's master credit facility, to replenish cash 
used to repay $20 million principal amount of debt due September 15, 2009 and for general corporate purposes. 

In August 2009, Duke Energy issued $1 billion principal amount of senior notes. of which 5500 million carry a fixed interest rale of 3.95% and mature 
September 15, 2014 and $500 million carry a fixed interest rate of 5 05% and mature September 15, 2019 Proceeds from the issuance were used to redeem 
commercial paper, to fund capital expenditures in Duke Energy's unregulated businesses in the U S and for general corporate purposes 

In January 2009, Duke Energy issued 5750 million principal amount ol6.30% senior notes due February 1. 2014 Proceeds from the issuance were used to 
redeem commercial paper and for general corporate purposes 

In June 2008, Duke Energy issued $500 million principal amount of senior noles, 01 which $250 million carry a fixed interest rate of 5 65% and mature June 15, 
2013 and 5250 million carry a fixed interest rate of 6 25% and mature June 15, 2018 Proceeds from the issuance were used lo redeem commercial paper, to fund 
capital expenditures in Duke Energy's unregulated businesses in the IJ S and for general corporate purposes 

First Mortgage Bonds. In December 2009, Duke Energy Ohio issued $250 million principal amount of first mortgage bonds, which carry a fixed interest rate of 
2 10% and mature June 15, 2013 Proceeds from this issuance, together with cash on hand, were used to repay Duke Energy Ohio s borrowing under Duke Energy's 
master credit facility In conjunction with this debt issuance, Duke Energy Ohio entered inlo an interest rale swap agreemenl thal converled interest on lhis debt 
issuance from the fixed coupon rate to a variable rate The initial variable rate was set at 0 31% 

In November 2009, Duke Energy Carolinas issued $750 million principal amount of first mortgage bonds, which carry a fixed interest rate of 5 30% and mature 
February 15, 2040 Proceeds from this issuance will be used lo fund capital expenditures and general corporate purposes, including the repayment at maturity of $500 
million of senior notes and first mortgage bonds in the first half 01 2010 

In March 2009, Duke Energy Ohio issued $450 million principal amount of first mortgage bonds, which carry a fixed inlerest rate of 5 45% and mature April 1. 
2019 Proceeds from this issuance were used to repay short-term notes and for general corporate purposes, including funding capital expenditures 
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In March 2009, Duke Energy Indiana issued $450 million principal amount of first mortgage bonds, which carry a fixed interest rate of 6 45% and malure April 1. 
2039. Proceeds from this issuance were used lo fund capital expenditures, to replenish cash used to repay $97 million of senior notes which matured on March 15. 
2009, to fund the repayment at maturity of $125 million of first mortgage bonds due July 15, 2009, and for general corporate purposes, including the repaymen! of 
short-lerm notes 

In November 2008, Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which $500 million carry a fixed interest rate of 7 00% 
and mature November 15, 2018 and $400 million carry a fixed interest rate of 5.75% and mature November 15, 2013. The net proceeds from issuance were used to 
repay amounts borrowed under the master credit facility, to repay senior notes due January 1, 2009, to replenish cash used to repay senior notes at their scheduled 
maturity in October 2008 and for general corporate purposes 

In August 2008, Duke Energy Indiana issued $500 million principal amount of first mortgage bonds, which carry a fixed interest rate of 6 35% and mature 
August 15, 2038 Proceeds from this issuance were used to fund capital expenditllres and for general corporate purposes, including the repayment of short-term notes 
and to redeem first mortgage bonds maturing in September 2008 

In April 2008, Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which 5300 million carry a fixed interest rale of 5 10% and 
mature April 15, 2018 and $600 million carry a fixed interest rale of 6 05% and mature April 15, 2038 Proceeds from lhe issuance were used to fund capital 
expenditures and for general corporate purposes In anticipation of this debt issuance, Duke Energy Carolinas executed a series of interest rate swaps in 2007 to lock 
in the market interest rates at that time. The value of these interest rate swaps, which were terminated prior to issuance of the fixed rate debt, was a pre-tax loss of 
approximately $23 million This amount was recorded as a component of Accumulated Other Comprehensive Loss and is being amortized as a component of Interest 
Expense over the life of the debt. 

In January 2008, Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which $400 million carry a fixed interest rate of 5 25% 
and mature January 15, 2018 and $500 million carry a fixed interest rate of 6 00% and mature January 15, 2038 Proceeds from the issuance were used to fund capital 
expenditures and for general corporate purposes, including the repayment of commercial paper. In anticipation of this debt issuance, Duke Energy Carolinas executed 
a series of interest rate swaps in 2007 to lock in the market interest rates at thal time. The value of these interest rate swaps, which were terminated prior to issuance 
of the fixed rate debt, was a pre-tax loss of approximately $18 million. This amount was recorded as a component of Accumulated Other Comprehensive Loss and is 
being amortized as a component of Interest Expense over the life of the debt. 

Other Debt. In October 2009, Duke Energy Indiana refunded $50 million of tax-exempt variable-rate demand bonds through the issuance of $50 million principal 
amount of tax-exempt term bonds, which carry a fixed interest rate of 4 95% and mature October 1, 2040 The lax-exempt bonds are secured by a series of Duke 
Energy Indiana's first mortgage bonds 

In September 2009, Duke Energy Carolinas converted $77 million of tax-exempt variable-rate demand bonds lo  tax-exempt term bonds, which carry a fixed 
inleresl rate of 3 60% and mature February 1, 2017. In connection with lhe conversion, the tax-exempt bonds were secured by a series of Duke Energy Carolinas' first 
mortgage bonds 

In June 2009, Dilke Energy Indiana refunded $55 million of tax-exempt variable-rate demand bonds through the issuance of $55 million principal amount of  lax- 
exempt term bonds due August 1 ,  2039, which carry a fixed interest rate of 6.00% and are secured by a series of Duke Energy Indiana's first mortgage bonds The 
refunded bonds were redeemed July 1, 2009 

In January 2009, Duke Energy Indiana refunded $271 million of tax-exempt auction rate bonds through the issuance of $27 1 million of tax-exempt variable-rate 
demand bonds. which are supported by direct-pay lellers of credit, of which $144 million had initial rates of 0 7% reset on a weekly basis with $44 million maturing May 
2035, $23 million maturing March 2031 and $77 million maturing December 2039 The remaining $127 million had initial rates of 0 5% reset on a daily basis with $77 
million maturing December 2039 and $50 million maturing October 2040 

In December 2008, Duke Energy Kenlucky refunded $50 million of tax-exempt auclion rale bonds lhrough Ihe issuance of $50 million of tax-exempt variable-rate 
demand bonds, which are supported by a direct-pay letter of credit The variable-rate demand bonds, which are due August 1, 2027, had an initial interest rate of 0 65% 
which is reset on a weekly basis 

In October 2008, International Energy issued approximately $153 million of debt in Brazil. of which approximately $ 1  12 million mature in September 2013 and carry 
a variable inlerest rate equal lo lhe Brazil interbank rate plus 2 15%. and approximately $41 million mature in September 2015 and carry a fixed interest rale of 11 6% 
plus an annual inflation index International Energy used these proceeds to pre-pay existing long-term debt balances 

In April 2008, Duke Energy Carolinas refunded $100 million of tax-exempt auction rate bonds through the issuance of $100 million of lax-exempl variable-rate 
demand bonds, which are supported by a direct-pay letter of credit The variable-rate demand bonds, which are due November 1, 2040, had an initial interest rate of 
2 15% which will be reset on a weekly basis 

Auction Rate Debt As of December 31, 2009, Duke Energy had auction rate tax-exempt bonds outstanding of approximately $461 million While these debt 
instruments are long-term in nature and cannol be put back to Duke Energy prior lo maturity, the interest rates on these instruments are deskgned to reset periodically 
through an auction process In February 2008, Duke Energy began to experience failed auctions for these debt instrumenls When failed auctions occur on a series of 
this debt, Duke Energy is required to begin paying a failed-auction interest rale on the instrument The failed-auction interest rate for the majority of the auction rate 
debt is 2 0 times one-month London Interbank Offered Rate (LIBOR) Payment of the failed-auction interest rates will continue until Duke Energy is able to either 
successfully remarket these instruments through the auction process or refund and refinance llhe exisling debt. While Duke Energy has plans to refund and refinance 
11s remaining auction rate tax-exempt bonds, the timing of such refinancing activities is uncertain and subject to market conditions If Duke Energy is unable to 
successfully refund and refinance these debt instruments, the impact of paying higher interest rales on lhe oulstanding auction rale deb1 IS not expected to materially 
affecl Duke Energy's overall financial position. results of operations or cash flows 

Convertible Senior Notes. In May 2003. Duke Energy issued approximately $770 million of 1.75% convertible senior notes that were convertible into Duke 
Energy common stock at a premium of 40% above the May 1, 2003 closing comnion stock market price of $16 85 per share. The conversion of Ihese senior noles into 
shares of Duke Energy common slock was contingent upon the occurrence of certain events during specified periods During 2006, Duke Energy issued shares of 
common slock to settle a portion of the convertible senior notes In May 2007, pursuant Io the terms of the debt agreement, substantially all of the holders of the 
Duke Energy convertible senior noles required Duke Energy to repurchase the then outstanding balance of approximately $1 10 million at a price equal to 100% of the 
principal amount plus accrued interest 

In connection with the spin-off of Spectra Energy on January 2. 2007 (see Note 1). Duke Energy distributed approximately 2 million shares of Spectra Energy 
coiiinion slock Io the holders of the convertible senior noles pursuanl lo the anlrdilulioih provisions of the indenture 
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agreement, resulting in a pre-tax charge of approximately $21 million during the three months ended March 31, 2007, which is recorded in Other Income and Expenses, 
net in the Consolidaled Stalemenls of Operations. 

Accounts Receivable Securitization. Duke Energy securitizes certain accounts receivable through Duke Energy Receivables Finance Company, LLC (DERF). a 
bankruptcy remote, special purpose subsidiary. DERF is a wholly-owned limited liability company with a separate legal existence from its parent, and its assets are not 
intended to be generally available to creditors of Duke Energy As a result of the securitization, on a daily basis Duke Energy sells certain accounts receivable, arising 
from the sale of electricity andlor related services as part of Duke Energy's franchised electric business, to DERF. In order to fund its purchases of accounts 
receivable, DERF has a $300 million secured credit facility with a commercial paper conduit administered by Citibank, N.A., which terminates in September 201 1 .  The 
credit facility and relaled securitization documentalion contain several covenants. including covenants with respect to the accounts receivable held by DERF, as well 
as a covenant requiring lhat Ihe ratio of Duke Energy consolidated indebledness to Duke Energy consolidated capitalization not exceed 65%. As of December 31, 2009 
and 2008, the interest rate associated with the credit facility, which is based on commercial paper rates, was 1.6% and 3.3%. respectively. and $300 million was 
outstanding under the credit facility as of both December 31, 2009 and 2008. The securitization transaction was not structured to meet the criteria for sale accounting 
treatment under the accounting guidance for transfers and servicing of financial assets and, accordingly, is reflected as a secured borrowing in the Consolidated 
Balance Sheets. As of December 31, 2009 and 2008. the $300 million outstanding balance of the credit facility was secured by approximately $556 million and $518 
million, respeclively. of accounts receivable held by DERF. The obligations of DERF under the credit facility are non-recourse to Duke Energy. DERF meets the 
accounting definition of a VIE and is subject to the new accounting rules for consolidation and transfers of financial assets effective January I .  2010; however, Ihe 
new accounting rules will not result in a subslanlial change Io Ihe accounting for DERF See Note 21 for further information on VIES. 

Float ing Rate Debt. (Jnsecured debl, secured deb1 and other debt included approximately 52.8 billion and $3 2 billion of floating-rate debt as of December 31, 
2009 and 2008, respectively, which excludes approximately $336 million and $300 million of Brazilian debt at December 31, 2009 and 2008, respectively, that is indexed 
annually to Brazilian inflation. Floating-rate deb1 is primarily based on commercial paper rates or a spread relative to an index such as LIBOR for debt denominated in 
U S. dollars. As of December 31, 2009 and 2008, the average interest rate associated wilh floating-rate debt was approximately 1 5% and 3 2%, respeclively 

Maturities, Call Options and Acceleration Clauses. 

Annual Maturities as of December 31, 2009 

( in mi l l ions) 

201 0 
201 1 
2012 
2013 
2014 
Thereafter 
Total long-term debt. including current maturities 

s 902 
602 

2.247 
1,443 
1.398 

10,423 
S 17,015 

Duke Energy has the ability under certain debt facilities to call and repay the obligation prior to its scheduled maturity. Therefore, the actual timing of future cash 
repayments could be materially different than the above as a result of Duke Energy's ability to repay these obligations prior to their scheduled maturity. 

Duke Energy may be required to repay certain deb1 should Ihe credit ratings at Duke Energy Carolinas fall to a certain level at Slandard & Poor's (S8P) or 
Moody's Investors Service (Moody's) As of December 31, 2009, Duke Energy had approximately $6 million of senior unsecured notes which mature serially through 
2012 that may be required to be repaid if Duke Energy Carolinas' senior unsecured debt ratings fall below EBB- at S&P or Baa3 at Moody's, and $16 million of senior 
unsecured notes which mature serially through 2016 that may be required to be repaid if Duke Energy Carolinas' senior unsecured debt ratings fall below BBB at S&P or 
Baa2 at Moody's. As of February 1. 2010, Duke Energy Carolinas' senior unsecured credit raling was A- at S8P and A 3  at Moody's 

Available Credit Facilities.. The lolal capacity under Duke Energy's master credit facility, which expires in June 2012, is approximately $3 14 billion The credil 
facility contains an option allowing borrowing up Io the full amount of Ihe facility on the day of initial expiration for up to one year. Duke Energy and 11s wholly-owned 
subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky (collectively referred to as the borrowers), each have 
borrowing capacity under the master credit facility up lo specified sub limits for each borrower. However, Duke Energy has the unilateral ability to increase or decrease 
the borrowing sub limits of each borrower, subject lo per borrower maximum cap limitations, at any time See footnote (c) to the table below for the borrowing sub limits 
for each of the borrowers as of December 31, 2009 The amount available under the master credit facility has been reduced by draw downs of cash and the use of the 
master credit facility to backstop the issuances of commerclal paper, letters of credit and certain tax-exempt bonds 
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Master Credit Facil ity Summary as of December 31, 2009 (in mill ions) (4 

Draw Available 
Credi t  Down on Tax- Total Credit 
Facil ity Commercial Credit Letters of Exempt Amount Facil ity 

Capacity Paper Facil ity Credit Bonds  Ut i l ized Capacity 

Duke Energy Corporat ion 
$3.137 multi-year syndicated(b)(c) S 3,137 $ 450 $ 397 $ 121 $ 285 $ 1.253 $ 1,884 

(a) 

(b) 
(c) 

This summary excludes certain demand facilities and committed facililies that are insignificant in size or which generally support very specific requirements, which 
primarily include facilities that backstop various outstanding tax-exempt bonds 
Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower 
Contains sub limits at December 31, 2009 as follows: $1,097 million for Duke Energy, $840 million for Duke Energy Carolinas, $650 million for Duke Energy Ohio, 
$450 million for Duke Energy Indiana and $100 million for Duke Energy Kentucky. 

In September 2008, Duke Energy and its wholly-owned subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky. 
borrowed a total of approximately $1 billion under Duke Energy's master credit facility The following borrowings under Duke Energy's master credit facility remained 
outstanding at December 31. 2009: 

Amounts Borrowed 
Under Master Credit 

Facil ity 

Duke Energy Corporation 
Duke Energy Indiana 

Total 

( in mi l l ions) 

$ 274 
123 

$ 397 

The loans under the master credit facility are revolving credit loans that currently bear interest at one-month LIBOR plus an applicable spread ranging from 19 to 
23 basis points. The loan for Duke Energy has a stated maturity of June 2012, while the loans for all of the other borrowers had stated maturities of September 2009; 
however, the borrowers have the ability under the master credit facility to renew the loans due in September 2009 on an annual basis up through the date the master 
credil facility matures in June 2012 As a result of these annual renewal provisions, in September 2009, Duke Energy Ohio and Duke Energy Indiana repaid and 
immediately re-borrowed approximately $279 million and $1 23 million. respectively, under the master credit facility Duke Energy Indiana has the intent and ability to 
refinance these obligations on a long-term basis, either through renewal of the terms of the loan through the master credit facility, which has non-cancelable terms in 
excess of one-year, or through issuance of long-term debt to replace the amounts drawn under the master credit facility. Accordingly, total borrowings by Duke Energy 
Indiana of $123 million are reflected as Long-Term Debt on the Consolidated Balance Sheets at both December 31. 2009 and 2008. Additionally, Duke Energy 
Kentucky's borrowings of $74 million, which was repaid in 2009 through funds obtained from the issuance of long-term debt as discussed above, was included in Long- 
Term Debt on the Consolidated Balance Sheets at December 31, 2008. Duke Energy Ohio's borrowing under the master credit facility was repaid in the fourth quarter of 
2009, as discussed above As Duke Energy Ohio did no1 have the inlenl l o  refinance its borrowings on a long-term basis, amounts outstanding at December 31, 2008 
of $279 million were reflected in Notes Payable and Commercial Paper within Current Liabilities on the Consolidated Balance Sheets 

At December 31, 2009 and 2008, approximately $706 million and $779 million, respectively. of tax-exempt bonds were classified as Long-Term Debt on the 
Consolidated Balance Sheets. Of this amount, the master credit facility served as a backstop for approximately $385 million of these pollution control bonds (of which 
approximately SI00 million is in the form of letters of  credit). with the remaining balance backstopped by other specific long-term credit facilities separate from the 
master credit facility. Additionally, at both December 31, 2009 and 2008. approximately $450 million of commercial paper issuances were classified as Long-Term Debt 
on the Consolidated Balance Sheets These lax-exempt bonds and commercial paper issuances, which are short-term obligations by nature, are classified as long-term 
due lo Duke Energy's intent and ability to utilize such borrowings as long-term flnancing As Duke Energy's master credit facility and other specific purpose credit 
facilities have non-cancelable terms in excess of one year as of the balance sheet date. Duke Energy has the ability l o  refinance these short-term obligations on a 
long-term basis. 

In September 2008, Duke Energy Indiana and Duke Energy Kentucky collectively entered into a $330 million three-year M e r  of credit agreement with a syndicate 
of banks, under which Duke Energy Indiana and Duke Energy Kentucky may request the issuance of letters of credit up to $279 million and 551 million, respectively. 
on their behalf to support various series of variable rate demand bonds issued or to be issued on behalf of either Duke Energy Indiana or Duke Energy Kentucky This 
credit facility. which is not part of Duke Energy's master credit facility. may not be used for any purpose other than to support the variable rate demand bonds issued 
by Duke Energy Indiana and Duke Energy Kentucky 

Restrictive Debt Covenants. Duke Energy's debt and credit agreements contain various financial and other covenants Failure to meet those covenants beyond 
applicable grace periods could result in acceleraled due dates andlor termination of the agreements As of December 71, 2009, Duke Energy was in compliance with all 
covenants related to its significant debt agreements In addition, some credit agreements may allow for acceleration of payments or termination of the agreements due 
to nonpaynient. or the acceleration of other significant indebtedness of the borrower or some of its subsidiaries None of the debt or credit agreements contain material 
adverse change clauses. 
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Other Loans. During 2009 and 2008, Duke Energy had loans outstanding against the cash surrender value of the life insurance policies that it owns on the lives 
of its executives. The amounts outstanding were $41 1 million as of December 31, 2009 and $384 million as of December 31, 2008 The amounts outstanding were 
carried as a reduction of the related cash surrender value that is included in Other within Investments and Other Assets on the Consolidated Balance Sheets 

16. Commitments and Contingencies 

General Insurance 

Duke Energy carries insurance and reinsurance coverage either directly or through its captive insurance company, Bison, and its affiliates, consistent with 
companies engaged in similar commercial operations wilh similar type properties Duke Energy's insurance coverage includes (i) commercial general public liability 
insurance for liabilities arising to third parties for bodily injury and property damage resulting from Duke Energy's operations; (ii) workers' compensation liability 
coverage to statutory limits: (iii) automobile liability insurance for all owned, non-owned and hired vehicles covering liabilities to third parties for bodily injury and 
property damage: (iv) insurance policies in support of the indemnification provisions of Duke Energy's by-laws and (v) property insurance covering the replacement 
value of all real and personal property damage, excluding electric transmission and distribution lines, including damages arising from boiler and machinery breakdowns, 
earthquake. flood damage and extra expense. All coverage is subjecl to certain deduclibles or retentions. Subhi lS,  terms and conditions common for companies with 
similar types of operations. 

In 2006, Bison was a member of sEnergy Insurance Limited (sEnergy), which provided business interruption reinsurance coverage for Duke Energy's non-nuclear 
facilities. Duke Energy accounted for these memberships under the cost method. as it did not have the ability to exert significant influence over these investments 
sEnergy ceased insuring events subsequent to May 15, 2006, and is currently winding down its operations and settling its outslanding claims. Bison will continue lo  pay 
additional premiums to sEnergy as it settles its outstanding claims during its wind-down; however, Duke Energy does not anlicipate thal lhe payments associated wilh 
the settlement of these outstanding claims will have a material impacl on its consolidated results of operations, cash flows or financial position 

Duke Energy also maintains excess liability insurance coverage above the established primary limits for commercial general liability and automobile liability 
insurance. Limits, terms, conditions and deductibles are comparable to those carried by other energy companies of similar size 

The cos1 of Duke Energy's general insurance coverage can fluctuate year to year reflecting the changing conditions of the insurance markets 

Nuclear Insurance 

Station The McGuire and Catawba Nuclear Stations have two nuclear reactors each and Oconee has three Nuclear insurance includes: nuclear liability coverage; 
property, decontamination and premature decommissioning coverage; and business interruption and/or extra expense coverage. The other joint owners of Ihe Calawba 
Nuclear Station reimburse Duke Energy Carolinas for certain expenses associated with nuclear insurance premiums The Price-Anderson Act requires Duke Energy to 
provide for public liability claims resulting from nuclear incidents to the maximum total financial protection liability. which was approximalely $12 5 billion and increased 
to approximately $12.6 billion effective January 1, 2010 

Duke Energy Carolinas owns and operates the McGuire and Oconee Nuclear Stations and operates and has a partial ownership interest in the Catawba Nuclear 

Primary Liabilify Insurance. Duke Energy has purchased the maximum reasonably available privale primary liability insurance as required by law, which was $300 
million and increased to $375 million effective January 1. 2010. 

Excess Liabilily Program This program provides approximately $ 12.2 billion of coverage lhrough Ihe Price-Anderson Act's mandatory industry-wide excess 
secondary financial protection program of risk pooling. The $12.2 billion is the sum of the current potential curnulalive retrospective premium assessments of $1 17 5 
million per licensed commercial nuclear reactor. This WOlJld be increased by $ 1  17.5 million for each addilional commercial nuclear reactor licensed, or reduced by $1 17.5 
million for nuclear reactors no longer operational and may be exempted from the risk pooling program. Under this program. licensees could be assessed retrospective 
premiums lo compensate for public liability damages in the event of a nuclear incident at any licensed facilily in the U S If such an incldent should occur and public 
liability damages exceed primary liability insurance, licensees may be assessed up to $117 5 million for each of their licensed reactors. payable at a rate not to exceed 
S i7  5 million a year per licensed reactor for each incident The assessment and rate are subjecl lo indexing for inflalion and may be subject to stale premium taxes 
The Price-Anderson Act provides for an inflation adjustment at least every five years with the last adjustment effective October 2008 

Duke Energy is a member of Nuclear Electric Insurance Limited (NEIL), which provides properly and accidental oulage insurance coverage for Duke Energy's 
nuclear facilities under three policy programs: 

Primary Properly Insurance This policy provides $500 million of primary property damage coverage for each of Duke Energy's nuclear facilities 

Excess Property Insurance This policy provides excess property, decontamination and decommissioning liabilily insurance: $2 25 billion for the Catawba Nuclear 
Station and $1 0 billion each for Ihe Oconee and McGuire Nuclear Stations The Oconee and McGuire Nuclear Stations also share an additional $1 0 billion insurance 
limit above this excess This shared limil is no1 subject Io reinslatemenl in l l ie event of a loss 

Accidental Outage lnsurance This policy provides business interruption and/or extra expense coverage resulting from an accidental outage of a nuclear unit Each 
McGuire and Catawba unit is insured for up to $3.5 million per week, and the Oconee units are insured for up to 52 8 million per week. Coverage amounts decline if 
more lhan one unit is involved in an accidental outage Initial coverage begins after a 12-week deductible period for Catawba and a 26-week deductible period for 
McGuire and Oconee and continues at 100% for 52 weeks and 80% for lhe next 110 weeks The McGuire and Catawba policy limit is $490 million and the Oconee policy 
limit is $392 million 

In Ihe evenl of large industry losses, NEIL'S Board of Directors may assess Duke Energy for amounts up to 10 times its annual premiums The current potenlial 
maximum assessments are: Primary Property Insurance-$37 million, Excess Property Insurance-$43 million and Accidental Outage Insurance-$22 million 

Pursuanl to regulations of llie NRC, each company's property daniage insurance policies provide that all proceeds from such insurance be applied. firs!. lo place 
llie plant in a safe and slable condition after a qualifying accident, and second, to decontamlnate before any proceeds can be used for decommissioning, plant repair 
or restoration 
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In the event of a loss, the amount of insurance available might not be adequate to cover property damage and other expenses incurred. Uninsured losses and 
other expenses, to the extent not recovered by other sources, could have a material adverse effect on Duke Energy's results of operations. cash flows or financial 
position. 

The maximum assessment amounts include 100% of Duke Energy's potential obligation to NEIL for the Catawba Nuclear Station However, the olher joint owners 
of the Catawba Nuclear Station are obligated to assume their pro rata share of liability for retrospective premiums and other premium assessments resulting from the 
Price-Anderson Act's excess secondary financial protection program of risk pooling, or the NEIL policies 

Environmental 

environmental matters These regulations can be changed from time to time, imposing new obligations on Duke Energy 
Duke Energy is subject to international, federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other 

Remediation Activit ies Duke Energy and its affiliates are responsible for environmental remediation at various contaminated sites These include some 
properties that are part of ongoing Duke Energy operations, sites formerly owned or used by Duke Energy entities, and sites owned by third parties Remedialion 
typically involves management of conlaminated soils and may involve groundwater remedialion Managed in conjunction with relevant federal, state and local 
agencies, activities vary with site conditions and locations, remedial requirements. complexity and sharing of responsibility. If remediation activities involve statutory 
joint and several liability provisions, strict liability, or cost recovery or contribution actions, Duke Energy or its affiliates could potentially be held responsible for 
contamination caused by other parties In some instances. Duke Energy may share liability associated with contamination with other potentially responsible parties, and 
may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. All of lhese sites generally are managed in the normal course 
of business or affiliate operations During 2009, Duke Energy recorded additional reserves associated with remediation activities at certain manufactured gas plant 
sites and i t  is anticipated that additional costs associated with remediation activities at certain of its sites will be incurred in the fulure 

Included in Other within Deferred Credits and Other Liabilities and Other within Current Liabilities on the Consolidated Balance Sheets were total accruals related to 
extended environmental-related activities of approximately $65 million and 555 million as of December 31, 2009 and December 31, 2008, respectively. These accruals 
represent Duke Energy's provisions for costs associated with remediation activities at some of its current and former sites, as well as other relevant environmental 
contingent liabilities Management, in the normal course of business, continually assesses the nature and extent of known or potential environmental-related 
contingencies and records liabilities when losses become probable and are reasonably estimable Costs associated with remediation activities within Duke Energy's 
regulaled operations are lypically expensed unless recovery of the costs is deemed probable 

Clean Water Ac t  376(b) The EPA finalized its cooling water intake structures rule in July 2004 The rule established aquatic protection requirements for existing 
facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs, estuaries, oceans, or olher U S waters for cooling purposes. 
Fourteen of the 23 coal and nuclear-fueled generating facilities in which Duke Energy is either a whole or paitial owner are affected sources under that rule. On April 1, 
2009. the U.S Supreme Court ruled in favor of the appellants that the EPA may consider costs when determining which technology option each site should implemenl 
Depending on how the cost-benefil analysis is incorporated into the revised EPA rule, the analysis could narrow the range of technology options required for each of 
the 14 affected facilities Because of the wide range of potential outcomes, Duke Energy is unable to estimate its costs to comply at this time 

Clean Air lnferstate Rule (CAIR) The EPA finalized its CAlR in May 2005. The CAlR limits total annual and summertime NO emissions and annual SO2 
emissions from electric generating facilities across the Eastern U S through a two-phased cap-and-trade program. Phase 1 began in 2009 for NO and begins in 2010 
for SO2 Phase 2 begins in 2015 for both NOx and SO2 On March 25, 2008, the U S Court of Appeals for the District of Columbia (D C Circuit) heard oral argument in 
a case involving multiple challenges to the CAlR On July 11, 2008, the D C. Circuit issued its decision in North Carolina v EPANo 05-1244 vacating the CAIR The 
EPA filed a petition for rehearing on September 24, 2008 with the D C Circuit asking the court to reconsider various parts of its ruling vacating the CAlR In December 
2008. the D C Circuit issued a decision remanding the CAlR to the EPA without vacatur The EPA must now conduct a new rulemaking to modify the CAlR in 
accordance with the court's July 1 1, 2008 opinion This decision means that the CAlR as initially finalized in 2005 remains in effect until the new EPA rule takes effect 
The EPA has indicated that it currently plans on issuing a proposed rule in the April-May 2010 timeframe. It is uncertain how long the current CAlR will remain in effect 
or how the new rulemaking will alter the CAIR. 

The emission controls Duke Energy is installing to comply with state specific clean air legislation will contribute significantly to achieving compliance with the CAlR 
requirements Additionally. Duke Energy plans to spend approximately $75 million between 2010 and 2014 (approximately $65 million in Ohio and $10 million in Indiana) 
to comply with Phase 1 of the CAlR Duke Energy is currently unable to estimate the costs to comply with any new rule the EPA will issue in the future as a result of 
the D C District Court's December 2008 decision discussed above The IURC issued an order in 2006 granting Duke Energy Indiana approximalely $1 07 billion in rate 
recovery to cover its estimated Phase 1 compliance costs of the CAlR and the Clean Air Mercury Rule in Indiana. Duke Energy Ohio will recover most of the 
deprecialion and financing cosls related to environmental compliance projects for 2009-201 1 through its ESP 

Coal Combustion Product (CCP) Management Duke Energy currently estimates that i t  will spend approximalely $373 million over the period 2010-2014 to 
install synthelic caps and liners at existing and new CCP landfills and to convert some of its CCP handling systems from wet to dry systems The EPA and a number 
of states are considering additional regulatory measures that will contain specific and more detailed requirements for the management and disposal of coal combustion 
products, primarily ash from Duke Energy's coal-fired power plants. The EPA has indicated that it intends to propose a rule early in 2010 Additional laws and 
regulations under consideration which more stringently regulale coal ash, including the potential regulation of coal ash as hazardous waste, will likely increase costs for 
Duke Energy s coal facilities Duke Energy is unable to eslimate 11s potential costs at lhis time 

Li t igat ion 

filed a number of complaints and notices of violation against multiple utilities across the counlry for alleged violalions of the NSK provisions of the Clean Air Act 
(CAA) Generally, Ihe governnient alleges thal projects performed at various coal-fired unils were major modifications, as defined in the CAA. and that the utilities 
violated the C;AA when they undertook those projects without obtaining permits and installing the best available emission controls for SO 2. NO, and particulale matter 
The complaints seek injunctive relief to require installation of pollution control technology on various generaling units that allegedly violated the CAA. and unspecified 
civil penalties in amounts of up to $32,500 per day for each violation A number of Duke Energy's plants have been subject to these allegations Duke Energy asserts 
that there were no CAA violations because the applicable regulations do not require permitting in cases where the projects undertaken are 'routine" or otherwise do not 
result in a iiet increase in emissions 

New Source Review (NSR) In 1999-2000, Ihe U S Departnienl of Justice (DO.]), acting on behalf of the EPA and joined by various citizen groups and states. 
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In 2000. the government brought a lawsuit against Duke Energy in the U S District Court in Greensboro, North Carolina, The EPA claims that 29 projects 
performed at 25 of Duke Energy's coal-fired units in the Carolinas violate these NSR provisions. Three environmental groups have intervened in the case In August 
2003, the trial court issued a summary judgment opinion adopting Duke Energy's legal positions on the slandard to be used for measuring an increase in emissions, and 
granted judgment in favor of Duke Energy The trial court's decision was appealed and ultimately reversed and remanded for trial by the U S Supreme Court. At trial. 
Duke Energy will continue to assert that the projects were routine or not projected to increase emissions No trial date has been set 

In November 1999, the U.S brought a lawsuit in the U S. Federal District Court for the Southern District of Indiana against Cinergy, Duke Energy Ohio, and Duke 
Energy Indiana alleging various violations of the CAA for various projects at six Duke Energy owned and co-owned generating stations in the Midwest. Three northeast 
states and two environmental groups have intervened in the case A jury trial commenced on May 5, 2008 and jury verdicl was returned on May 22, 2008. The jury 
found in favor of Cinergy, Duke Energy Ohio and Duke Energy Indiana on all but three units at Wabash River Additionally, the plaintiffs had claimed that Duke Energy 
violated an Administrative Consent Order entered into in 1998 between the EPA and Cinergy relating to alleged violations of Ohio's State Implementation Plan 
provisions governing particulate matter at Duke Energy Ohio's W C Beckjord Station 

A remedy trial for violations previously established at the Wabash River and W C Beckjord Stations was held during the week of February 2, 2009. On May 29, 
2009. the court issued its remedy ruling and ordered the following relief: (i) Wabash River Units 2, 3 and 5 lo be permanently relired by September 30, 2009; 
(ii) surrender of SO2 allowances equal to the emissions from Wabash River Units 2, 3 and 5 from May 22, 2008 through September 30. 2009; (iii) civil penalty in the 
amount of $687,500 for Beckjord violations; and (iv) installation of a particulate continuous emissions monitoring system at the W C. Beckjord Station Units 1 and 2 
The civil penalty has been paid On September 22, 2009, defendants filed a notice of appeal with the Seventh Circuit Court of Appeals of the judgment relating to 
Wabash River Units 2, 3 and 5. That appeal is still pending As of September 30, 2009, Wabash River Units 2. 3 and 5 have been retired. On October 21, 2008, 
Plaintiffs filed a motion for a new liability trial claiming that defendants misled the plaintiffs and the jury by, among other things, not disclosing a consulting agreement 
with a fact witness and by referring to that witness as "retired" during the liability trial when in fact he was working for Duke Energy under the referenced consulting 
agreement in connection with the trial On December 18. 2008, the court granted plaintiffs' motion for a new liability trial on claims for which Duke Energy was not 
previously found liable. That new trial commenced on May 11, 2009 On May 19. 2009. the jury announced its verdict finding in favor of Duke Energy on four of the 
remaining six projects at issue The two projects in which the jury found violations were undertaken at tJnits 1 and 3 of the Gallagher Station in Indiana. A remedy trial 
on those two violations was scheduled to commence on January 25, 2010; however, the parties reached a negotiated agreement on those issues and filed a proposed 
consent decree with the court on December 22, 2009 for public comment and approval The substantive terms of the proposed consent decree require: (i) conversion 
of Gallagher units 1 and 3 to natural gas combustion by 2013; (ii) installation of additional pollution controls at Gallagher units 2 and 4 by 201 1; and (iii) additional 
environmental projects. payments and penalties. Duke Energy estimates that these and other actions in the settlement will cost at least 588 million. The parties 
anticipate that the court will approve and enter the consent decrees in due course 

On April 3, 2008, the Sierra Club filed another lawsuit in the U S District Court for the Southern District of Indiana against Duke Energy Indiana and certain 
affiliated companies alleging CAA violations at the Edwardsport power station On June 30, 2008, defendants filed a motion to dismiss, or alternatively to stay, this 
litigation on jurisdictional grounds. The District Court denied that motion The defendants subsequently filed a motion for summary judgment alleging that the applicable 
statute of limitations bars all of plaintiffs' claims. Plaintiffs filed two motions for partial summary judgment requesting rulings on the applicability of certain legal 
slandards On January 26, 2010, the parties filed a joint motion to stay all proceedings and deadlines pending tlie court's ruling on the motions for summary judgment 
On February 2, 2010. the motion to stay was granted. although the trial IS still set to commence on January 10, 201 1 

On July 31, 2009, the EPA served a request for information under section 114 of the CAA on Duke Energy, Duke Energy Ohio and Duke Energy Business 
Services, Inc.. requesting information pertaining to various maintenance projects and emissions and operations data relevant to the Miami Fort and W.C. Beckjord 
stations in Ohio. Duke Energy's objections and responses to tlie EPAs section 114 request were filed on September 28. 2009 and Duke Energy continues to provide 
informalion to the EPA 

It is not possible to estimate the damages, if any, that Duke Energy might incur in connection with the unresolved matters discussed above Ultimate resolution of 
these matters relating to NSR. even in settlement, could have a material adverse effect on Duke Energy's consolidated results of operations. cash flows or financial 
position. However, Duke Energy will pursue appropriate regulatory treatment for any costs incurred in connection with such resolution 

Duke €nergy Carolinas' Cliffside Onit 6 Permit On J d y  16, 2008, Ihe Soulhern Alliance lor Clean Energy, Environmental Defense Fund, National Parks 
Conservation Association. Natural Resources Defenses Council, and Sierra Club (collectively referred to as Citizen Groups) filed suit in federal court alleging that Duke 
Energy Carolinas violated the CAA when i t  commenced construction of Cliffside Unit 6 at Cliffside Steam Station in Rutherford County, North Carolina without 
obtaining a determination that the MACT emission limits will be met for all prospeclive hazardous air emissions at lhat plant The Citizen Groups claim the right to 
injunctive relief against further construction at the plant as well as civil penalties in the amount of up to S32.500 per day for each alleged violation. In July 2008, Duke 
Energy Carolinas voluntarily performed a MACT assessment of air emission controls planned for Cliffside Unit 6 and submitted the results to the DENR. On August 8, 
2008 the plaintiffs filed a motion for summary judgment On December 2. 2008, l l ie Court granted summary judgment in favor of the Plaintiffs and entered judgment 
ordering Duke Energy Carolinas to initiate a MACT process before the DAQ The court did not order an injunction against further construction. but retained jurisdiction to 
monitor the MACT proceedings. On December 4 .  2008, Duke Energy Carolinas submitted its MACT filing and supporting information to the DAQ specifically seeking 
DAQ's concurrence as a threshold matter that construction of Cliffside Unit 6 is not a major source subject to section 112 of the CAA and submitting a MACT 
determination application Concurrent with the initiation of the MACT process, Duke Energy Carolinas filed a notice of appeal to the Fourth Circuit Court of Appeals of 
the Court's December 2, 2008 order to reverse the Court's determination that Duke Energy Carolinas violated the CAA The DAQ issued the revised permit on 
March 13, 2009, as discussed above Based upon DAQ's minor-source determination. Duke Energy Carolinas filed a motion requesting lhat the court abslain from 
further action on llie niatter and dismiss the plaintiffs' complaint The court granted Duke Energy Carolinas motion to abstain and dismissed the plaintiffs' complaint 
without prejudice On August 3, 2009, plaintiffs filed a notice of appeal of the court's order and Duke Energy Carolinas likewise appealed on the grounds, among others, 
that the dismissal should lhave been with prejudice to any fulure filing 

It is not possible lo predict with certainty whether Duke Energy Carolinas will incur any liability or to estimate the damages, if any. that Duke Energy Carolinas 
might incur in connection with this matter To the extent lhat a court of proper jurisdiction halts construction of the plant. Duke Energy Carolinas will seek to meet 
cuslomers' needs for power through other resources In addition, Duke Energy Carolinas will seek appropriate regulatory treatment for the investment in the plant 
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Carbon Dioxide (COz) Lit igat ion In July 2004, the states of Connecticut, New York, California, Iowa, New Jersey, Rhode Island, Vermont. Wisconsin and the 
City of New York brought a lawsiiit in the US. District Court for the Southern District of New York against Cinergy, American Electric Power Company, Inc , American 
Electric Power Service Corporation, The Southern Company, Tennessee Valley Authority, and Xcel Energy Inc A similar lawsuit was filed in the US. District Court for 
the Southern District of New York against the same companies by Open Space Institute, Inc , Open Space Conservancy, Inc , and The Audubon Society of New 
Hampshire. These lawsuits allege that the defendants' emissions of COz from lhe combustion of fossil fuels at electric generating facilities contribute to global warming 
and amount to a public nuisance The complaints also allege that the defendants could generate the same amount of electricity while emitting significantly less CO z .  
The plaintiffs are seeking an injunction reqtiiring each defendant lo cap its CO 2 emissions and lhen reduce them by a specified percentage each year for at least a 
decade. In September 2005, the District Court granted the defendants' motion to dismiss the lawsuit. The plaintiffs have appealed this ruling to the Second Circuit 
Court of Appeals. Oral arguments were held before the Second Circuit Court of Appeals on June 7, 2006. In September, 2009, the Court of Appeals issued an opinion 
reversing the district court and reinstating the lawsuit. Defendants filed a petition for rehearing en banc. It is not possible to predict with certainly whether Duke Energy 
will incur any liability or to estimate the damages, if any, that Duke Energy might incur in conneclion with this matler 

Alaskan Global  Warming Lawsuit  On February 26, 2008, plaintiffs filed suit against Peabody Coal and various oil and power company defendants, including 
Duke Energy and certain of its subsidiaries. Plaintiffs, the governing bodies of an lnupiat village in Alaska brought the action on their own behalf and on behalf of the 
village's approximately 400 residents. The lawsuit alleges that defendants' emissions of CO 2 contributed to global warming and constitute a private and public nuisance. 
Plaintiffs also allege lhat certain defendants, including Duke Energy, conspired to mislead the public with respect to global warming Plaintiffs seek unspecified 
monetary damages, attorney's fees and expenses. On .lune 30, 2008, the defendants filed a molion to dismiss on jurisdictional grounds, together with a motion to 
dismiss the conspiracy claims. On Oclober 15, 2009, the District Court granted defendants motion to dismiss and plaintiffs filed a notice of appeal. It is not possible to 
predict with certainty whether Duke Energy will incur any liability or l o  estimate the damages, if any, that Duke Energy migh! incur in connection with this matter 

Hurricane Katrina Lawsuit  In April 2006, Duke Energy and Cinergy were named in the third amended complaint of a purported class action lawsuit filed in the 
US. District Court for !he Southern District of Mississippi. Plaintiffs claim that Duke Energy and Cinergy. along with numerous other utilities. oil companies, coal 
companies and chemical companies, are liable for damages relating to losses suffered by victims of Hurricane Katrina Plaintiffs claim that defendants' greenhouse 
gas emissions contributed to the frequency and intensity of storms such as Hurricane Katrina On August 30, 2007, the court dismissed the case and plaintiffs filed a 
notice of appeal In October 2009, the Court of Appeals issued an opinion reversing the dislrict court and reinstating the lawsuit Defendants filed a petition for 
rehearing en banc It is not possible to predict with certainty whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke Energy might 
incur in connection with this matter. 

Pr ice Report ing Cases A total of 13 lawsuits have been filed against Duke Energy affiliates and other energy companies. Of the 13 lawsuits, 11 have been 
consolidated into a single proceeding, including the case originally filed in Wisconsin state court in March 2009 In February 2008, the judge in this proceeding granted a 
motion to dismiss one of the cases and entered judgment in favor of DETM Plaintiffs' motion to reconsider was. in large part, denied and on January 9, 2009, the court 
ruled that plaintiffs lacked standing to pursue their remaining claims and granted certain defendants' motion for summary judgment In February 2009. the same judge 
dismissed Duke Energy Carolinas from that case as well as four other of the consolidaled cases. In November 2009, !he judge granted Defendants' motion for 
reconsideration of the denial of Defendants' summary judgment motion in two of the remaining 10 cases to which D u k e  Energy affiliates are a party. In December 
2009, plaintiffs in the consolidated cases filed a molion to amend their complaints in Ihe individual cases l o  add a c lam for treble damages under the Sherman Act, 
including addilional factual allegations regarding fraudulent concealment of defendants' allegedly conspiratorial conducl 

One case was filed in Tennessee state court. which dismissed the case based on the filed rate doctrine and federal preemption grounds. That case was appealed 
to the Tennessee Court of Appeals, which reversed this lower court ruling in October 2008 Defendanls' application for permission to appeal to the Tennessee Supreme 
Court was granted and oral argument occurred in November 2009. On January 13, 2009, another case pending in Missouri state court. was dismissed on the grounds 
that the plaintiff lacked standing to bring the case and the plaintiff's appeal was heard by Ihe Missouri Courl of Appeals in November 2009 In December 2009, Ihe 
Court of Appeals affirmed the trial court ruling On February 2, 2010, plaintiffs' motion for rehearing and application for lransfer to the Missouri Supreme Court was 
denied. Plaintiffs have filed a motion to transfer directly for the Missouri Supreme Court Each of lhese cases conlains similar claims, that Ihe respective plaintiffs. 
and the classes they claim to represent, were harmed by the defendants' alleged manipulation of the natural gas markets by various means, including providing false 
information to natural gas trade publications and entering into unlawful arrangements and agreements in violation of lhe antitrust laws of the respective stales 
Plaintiffs seek damages in unspecified amounts. 

A settlement agreement was executed with the class plaintiffs in five of the 11 consolidated cases in September 2009 The seltlemenl did not have a material 
adverse effect on Duke Energy's consolidated results of operations, cash flows or financial position It is not possible to predict with certainty whether Duke Energy 
will incur any liability or to estimate the damages, if any, that Duke Energy might incur in connection with the remaining matters 

Western Electricity Li t igat ion Plaintiffs, on behalf of themselves and others. in three lawsuits allege !hat Duke Energy affiliates, among other energy 
companies. artificially inflated the price of electricity in cerlain western states. Two of the cases were dismissed and plaintiffs appealed to the U S Court of Appeal for 
the Ninth Circuit Of lhose two cases, one was dismissed by agreemenl in March 2007 In November 2007, the court issued an opinion affirnitng dismissal of l l ie other 
case, plaintiffs' motion for reconsideration was denied and plaintiffs did not file a petilion for cerliorari to the Supreme Courl Plaintiffs in the remaining case seek 
damages in unspecified amounts It is not possible to predict with certainty whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke 
Energy might incur in connection with lhese lawsuits. but Duke Energy does not presently believe Ihe oulcome of lhese matters will have a material adverse effect on 
its consolidated results of operations. cash flows or financial position. 

Duke Energy Retirement Cash Balance Plan A class action lawsuit was filed in federal court In South Carolina againsl Duke Energy and the Duke Energy 
Retirement Cash Balance Plan, alleging violations of Employee Retirement Income Security Acl (ERISA) and the Age Discrimination in Eniployment Act (ADEA) These 
allegations arise out of the conversion of the Duke Energy Company Employees' Retirement Plan into the Duke Energy Rellrement Cash Balance Plan The case also 
raises some Plan administration issues, alleging errors in the application of Plan provisions (i e Ihe calculafion of inleresl rate credits in 1997 and 1998 and the 
calculation of lump-sum distributions) The plaintiffs seek to tepresent present and former participants in the Duke Energy Rctircmen! Cash Balance Plan This group is 
estimated to include approximately 36.000 persons. The plaintiffs also seek to divide the pulative class inlo sub-classes based on age Six causes of action are 
alleged, ranging from age discrimination, lo various alleged ERISA violalions. to allegations of breach of  fiduciary duly Plaintiffs seek a broad array of remedies, 
including a retroactive reformation of the Duke Energy Retirement Cash Balance Plan and a 
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recalculation of participants'/ beneficiaries' benefits under the revised and reformed plan Duke Energy filed its answer in March 2006 A portion of this contingent 
liability was assigned to Spectra Energy in connection with the spin-off in January 2007. A hearing on the plaintiffs' motion to amend the complaint to add an additional 
age discrimination claim, defendant's motion to dismiss and the respective motions for summary judgment was held in December 2007. On June 2 .  2008, the court 
issued its ruling denying plaintiffs' motion to add the additional claim and dismissing a number of plaintiffs' claims, including the claims for ERISA age discrimination 
Since that date, plainliffs have notified Duke Energy that they are wilhdrawing their ADEA claim. On September 4, 2009, the court issued its order certifying classes 
for three of the remaining claims but not certifying their claims as to plaintiffs' fiduciary duty claims At an unsuccessful mediation in September 2008, Plaintiffs 
quantified their claims as being in excess of $150 million It is not possible to predict with certainty the damages, if any, that Duke Energy might incur in connection 
with this matter 

Ohio Anti t rust  Lawsuit  In January 2008, four plaintiffs. including individual, industrial and noa-profit customers, filed a lawsuit against Duke Energy Ohio in 
federal court in the Southern District of Ohio Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas 8 Electric Company (CG&E)), conspired to provide 
inequitable and unfair price advantages for cerlain large business consumers by entering into non-public option agreements with such consumers in exchange for their 
withdrawal of challenges to Duke Energy Ohio's (then CG8E's) pending RSP, which was implemented in early 2005 Duke Energy Ohio denies the allegations made in 
the lawsuit. Following Duke Energy Ohio's filing of a motion to dismiss plaintiffs' claims. plaintiffs amended their complaint on May 30, 2008 Plaintiffs now contend 
that the contracts at issue were an illegal rebate which violate antitrust and Racketeer Influenced and Corrupt Organizations (RICO) statutes Defendants have again 
moved to dismiss the claims. On March 31, 2009, the District Court granted Duke Energy Ohio's motion lo dismiss Plaintiffs have filed a motion to alter or set aside 
the judgmenl 

Duke Energy lnternational Paranapanema Lawsuit  On July 16, 2008, Duke Energy International Geracao Paranapanema S.A. (DEIGP) filed a lawsuit in the 
Brazilian federal court challenging the merits of two resolutions promulgated by the Brazilian electricity regulatory agency (ANEEL) (collectively, the "Resolutions") The 
Resolutions purport lo impose additional transmission fees (retroactive to July I, 2004 and effective through June 30, 2009) on generalion companies localed in the 
State of SBo Paulo for utilization of the electric transmission system. The new assessments are based upon a flat-fee charge that fails to take into account the 
locational usage by each generator. DEIGP has been assessed approximately $45 million, inclusive of interest DElGP challenged the assessment in Brazilian federal 
court. Based on DEIGP's continuing refusal to tender payment of the disputed sums, on April 1 .  2009, ANEEL assessed an addilional fine againsl DEIGP in Ihe amounl 
of approximately S7 million DElGP filed a request to enjoin payment of the fine and for an expedited decision on the merits or, alternatively. a result that all disputed 
sums be deposited in the court's registry in lieu of direct payment to the distribution companies 

On June 30, 2009. the court issued a ruling in which it granted DEIGP's request for injunction regarding the second fine and denied DEIGP's request for an 
expedited decision or payment into the court registry. Under the court's order, DEIGP was required to make payment directly to the distribution companies on the 
approximale $45 million assessmen1 pending resolution on the merits As a resull of the court's ruling, in the second quarler of 2009, Duke Energy recorded a pre-tax 
charge of approximately $33 million associated with lhis matter The court's ruling also allowed DEIGP to make 31 monthly installment payments on the oulstanding 
obligation. DEIGP filed an appeal and on August 28. 2009, the order requiring installment payments was modified to allow DElGP to deposit the disputed portion, which 
was most of the assessed amount, into an escrow account pending resolution on the merits 

Asbestos-related lnjuries and  Damages Claims Duke Energy has experienced numerous claims for indemnification and medical cost reimbursement relating to 
damages for bodily injuries alleged to have arisen from the exposure to or use of asbestos in connection with conslruction and maintenance activities conducted by 
Duke Energy Carolinas on its eleclric generation plants prior to 1985. 

Amounts recognized as asbestos-related reserves related to Duke Energy Carolinas in the Consolidated Balance Sheets totaled approximately $980 million and 
$1,031 million as of December 3 1 .  2009 and 2008, respectively, and are classified in Olher within Deferred Credits and Other Liabilities and Other within Current 
Liabilities. These reserves are based upon the minimum amount in Duke Energy's best estimate of the range of loss for current and future asbestos claims through 
2027. Management believes thal it is possible there will be additional claims filed against Duke Energy Carolinas afler 2027 In light of the uncertainties inherenl in a 
longer-term forecast, managemenl does no1 believe lhal lhey can reasonably estimate the indemnily and medical costs that might be incurred after 2027 related to 
such polenlial claims Asbestos-related loss estimales incorporate anticipated inflation, if applicable, and are recorded on an ilndiscounted basis These reserves are 
based upon current estimates and are subject to greater uncertainty as the projection period lengthens A significant upward or downward trend in the number of claims 
filed, the nature of Ihe alleged injury and the average cost of resolving each such claim could change our estimated liability, as could any substantial adverse or 
favorable verdict at trial A federal legislative solution, further state tort reform or structured settlement transactions could also change the estimated liability. Given 
the uncertainties associated with projecting matters into the future and numerous other factors outside our control, management believes that it is possible Duke 
Energy Carolinas may incur asbeslos liabilities in excess of Ihe recorded reserves 

Duke Energy has a third-party insurance policy to cover certain losses related to Duke Energy Carolinas' asbestos-related injuries and damages above an 
aggregate self insured relention ol $476 million Duke Energy Carolinas' cumulative payments began to exceed the self insurance relention on its insurance policy 
during the second quarter of 2008 Future payments up to the policy limit will be reimbursed by Duke Energy's lhird party insurance carrier The insurance policy limit 
for potential future insurance recoveries for indemnification and medical cost claim payments is $1,051 million in excess of the self insured relention. Insurance 
recoveries of approximately 5984 million and 51 ,032 million relaled to this policy are classified in the Consolidated Balance Sheets in Olher wilhin Investments and 
Olher Assets and Receivables as of December 31, 2009 and 2008, respectively Duke Energy IS not aware of any uncertainties regarding the legal sufficiency of 
insurance claims Management believes the insurance recovery asset is probable of recovery as the insurance carrier continues lo have a strong financial slrenglh 
rating 

Duke Energy Indiana and Duke Energy Ohio have also been named as defendants or co-defendants in lawsuits related to asbestos at their electric generating 
stations The impact on Duke Energy's consolidaled resulls of operations. cash flows or financial position of these cases to date has not been material Based on 
estimates under varying assumptions concerning uncerlainties. such as, among others: (i) the number of contractors polentially exposed lo  asbestos during 
construction or maintenance of Duke Energy Indiana and Duke Energy Ohio generating plants; (ii) the possible incidence of various illnesses among exposed workers, 
and (iii) the potential seltlement costs without federal or ollier legislation that addresses asbestos tort actions. Ouke Energy estimates that the range of reasonably 
possible exposure in existing and future suits over the foreseeable future is not material This estimated range of exposure may change as additional settlements occur 
and claims are made and more case law is established 
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Other Li t igat ion and  Legal  Proceedings Duke Energy and its subsidiaries are involved in other legal, tax and regulatory proceedings arising in the ordinary 
course of business, some of which involve substantial amounts. Duke Energy believes that the final disposition of these proceedings will not have a material adverse 
effect on its consolidated results of operations, cash flows or financial position 

Duke Energy has exposure to certain legal matters lhat are described herein. As of December 31,2009 and 2008. Duke Energy has recorded reserves, including 
reserves related to the aforementioned asbestos-related injuries and damages claims, of approximately $1 billion and $ 1  1 billion, respectively, for these proceedings 
and exposures. These reserves represent management's best estimate of probable loss as defined in the accounting guidance for contingencies Duke Energy has 
insurance coverage for certain of these losses incurred. As of December 31, 2009 and 2008, Duke Energy recognized approximately $984 million and $1,032 million, 
respectively, of probable insurance recoveries related to these losses 

Duke Energy expenses legal costs related to the defense of loss contingencies as incurred 

Other Commitments and Contingencies 

DEGS of Narrows, L.L.C. Investigation. In October 2006, Duke Energy began an internal investigation into improper data reporting to the EPA regarding air 
emissions under the NOx Budget Program at Duke Energy's DEGS of Narrows, L.L C power plant facility in Narrows, Virginia. The investigation has revealed evidence 
of falsification of data by an employee relating to the quality assurance testing of its continuous emissions monitoring system to monitor heal input and NO 
emissions. In December 2006, Duke Energy voluntarily disclosed the potential violations to the EPA and Virginia Department of Environmental QlJallty (VDEQ). and in 
January 2007, Duke Energy made a full written disclosure of the investigation's findings to the EPA and the VDEQ In December 2007, the EPA issued a notice of 
violation. On March 19. 2009, the EPA advised that it will not pursue criminal charges against Duke Energy, and negotiations can resume resolving the civil violation of 
the CAA identified in the December 2007 notice of violation Duke Energy has taken appropriate disciplinary action, including termination. with respect to the 
employees involved with the false reporting. It is not possible to predict with certainty whether Duke Energy will incur any liability or to estimate the damages, if any, 
that Duke Energy might incur in connection with this matter. DEGS has reached an agreement in principle to settle the CAA civil violation for an amount that is not 
material 

General As part of its normal business, Duke Energy is a party to various financial guarantees, performance guarantees and other contractual commitments to 
extend guarantees of credit and other assistance to various subsidiaries, investees and other third parties. To varying degrees, these guarantees involve elements of 
performance and credit risk, which are not included on the Consolidated Balance Sheets. The possibility of Duke Energy having to honor its contingencies is largely 
dependent upon future operations of various subsidiaries, investees and other third parties, or the occurrence of certain future events. For further information see Note 
17. 

In addition, Duke Energy enters into various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or power purchase 
contracts), take-or-pay arrangements, transportation or throughput agreements and other contracts that may or may not be recognized on the Consolidated Balance 
Sheets Some of these arrangements may be recognized at market value on Ihe Consolidated Balance Sheets as trading contracts or qualifying hedge positions 

Operating and Capital Lease Commitments 

$129 million in 2009, $164 million in 2008 and $138 million in 2007 which is included in Operation, Maintenance and Other on the Consolidated Statements of Operations 
Aniortization of assets recorded under capital leases is included in Depreciation and Amortization on the Consolidated Statements of Operations The following is a 
summary of future minimum lease payments under operating leases, which at inception had a non-cancelable term of more than one year, and capital leases as of  
December 31, 2009: 

Duke Energy leases assets in several areas of its operations Consolidated rental expense for operating leases included in income from continuing operations was 

Operating Capital 
Leases Leases 

2010 
201 1 
2012 
2013 
20 14 
Thereafter 

Total future minimum lease payments 

( in mi l l ions) 

$ 108 $ 26 
78 29 
64 27 
52 25 
37 22 

197 119 

$ 536 $ 248 

- -  
-- 
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17. Guarantees and Indemnifications 

discussed below, these contracts include performance guarantees, stand-by letters of credit, debt guarantees, surety bonds and indemnifications Duke Energy and its 
subsidiaries enter into these arrangemenls to facilitate commercial transactions with third parties by enhancing the value of the transaction to the third party 

Duke Energy and its subsidiaries have various financial and performance guaranlees and indemnificalions which are issued in the normal course of business. As 

As discussed in Note 1, on January 2, 2007. Duke Energy completed the spin-off of its natural gas businesses to shareholders. Guarantees that were issued by 
Duke Energy, Cinergy or International Energy, or were assigned to Duke Energy prior to the spin-off remained with Duke Energy subsequent to the spin-off. 
Guarantees issued by Spectra Energy Capital, LLC (Spectra Capital) or its affiliates prior to the spin-off remained with Spectra Capital subsequent to the spin-off, 
except for certain guarantees that are in the process of being assigned to Duke Energy During this assignment period. Duke Energy has indemnified Spectra Capital 
against any losses incurred under these guarantee obligations The maximum potential amount of future payments associated with the guarantees issued by Spectra 
Capital is approximately $250 million 

Duke Energy has issued performance guarantees to customers and other third parties that guaranlee the payment and performance of other parties. including 
certain non-wholly-owned entities, as well as guarantees of debt of certain non-consolidated entities and less than wholly-owned consolidated entities If such entities 
were to default on payments or performance, Duke Energy would be required under the guarantees l o  make payments on the obligations of the less than wholly-owned 
entity The maximum potential amount of future payments Duke Energy could have been required to make under these guarantees as of December 31. 2009 was 
approximately $455 million. Of this amount, approximately $195 million relates to guarantees issued on behalf of less than wholly-owned consolidated entities. with the 
remainder related to guarantees issued on behalf of third parties and unconsolidated affiliates of Duke Energy Approximately $285 million of the guarantees expire 
between 2010 and 2021, with the remaining performance guarantees having no contractual expiration 

Included in the maximum potential amount of future payments discussed above is approximately $61 million of maximum potential amounts of future payments 
associated with guarantees issued to customers or other third parties related to the payment or performance obligations of certain entities that were previously wholly- 
owned by Duke Energy but which have been sold to third parties, such as DukeSolutions, Inc (DukeSolutions) and Duke Engineering & Services, Inc. (DE&S) These 
guarantees are primarily related to payment of lease obligations, debt obligations, and performance guarantees related to provision of goods and services Duke 
Energy has received back-to-back indemnification from the buyer of DEBS indemnifying Duke Energy for any amounts paid related to the DE&S guarantees. Duke 
Energy also received indemnification from the buyer of DukeSolulions for the first $2 5 million paid by Duke Energy relaled Io Ihe DukeSolutions guarantees Further, 
Duke Energy granted indemnification to the buyer of DukeSolutions with respect to losses arising under some energy services agreements retained by DukeSolutions 
after the sale, provided that the buyer agreed to bear 100% of the performance risk and 50% of any other risk up to an aggregate maximum of $2 5 million (less any 
amounts paid by the buyer under the indemnity discussed above) Additionally, for certain performance guarantees, Duke Energy has recourse to subcontractors 
involved in providing services to a customer These guarantees have various terms ranging from 2012 to 2021, with others having no specific term. 

Duke Energy has guaranteed cerlain issuers of surety bonds, obligating itself to make payment upon the failure of a non-wholly-owned entity to honor its 
obligations to a third party. as well as used bank-issued stand-by letters of credit to secure the performance of non-wholly-owned entities to a third party or customer. 
Under these arrangements, Duke Energy has payment obligations which are triggered by a draw by the third party or customer due to the failure of the nen-wholly- 
owned entity to perform according to the terms of its underlying contract Substantially all of these guarantees issued by Duke Energy relate to projects at Crescent 
that were under development at the time of the joint venture creation in 2006 Crescent filed Chapter 11 petitions in a U S Bankruptcy Court in June 2009 During 
2009, Duke Energy determined that it was probable that it will be required to perform under certain of these guarantee obligations and recorded a charge of 
approximately $26 million associated with these obligations, which represented Duke Energy's best estimate of its exposure under these guarantee obligations. At the 
time the charge was recorded, the face value of the guarantees was approximately $70 million. which has since been reduced lo approximately $50 million as of 
December 31, 2009 as Crescent continues lo coniplete some of its obligations under these guarantees 

Duke Energy has entered into various indemnification agreements related to purchase and sale agreements and other types of contractual agreements with 
vendors and other third parties These agreements typically cover environmental, tax, litigation and other matters. as well as breaches of representations, warranties 
and covenants Typically. claims may be made by third parties for various periods of time. depending on tlie nature of the claim Duke Energy's potential exposure 
under these indemnificalion agreemenls can range from a specified amount, such as the purchase price, to an unlimited dollar amount. depending on the nature of the 
claim and the particular transaction Duke Energy is unable to estimate the total potential amount of future payments under these indemnification agreements due to 
several factors. such as the unlimited exposure under certain guarantees 

At December 31, 2009, the amounts recorded on the Consolidated Balance Sheets for the guarantees and indemnifications mentioned above, including 
performance guarantees associated with projects at Crescent for which i t  is probable that Duke Energy will be required to perform. is approximately $35 million This 
amount is primarily recorded in Other within Deferred Credits and Other Liabilities on the Consolidaled Balance Sheets 

18. Earnings Per Share 

Basic earnings per share (EPS) is computed by dividing net income attributable to Duke Energy conimon stockholders, adjusted for distributed and undistributed 
earnings allocated to participating securities. by the weighted-average number of common shares oulslanding during the period. Diluted EPS is computed by dividing 
net income attributable to Duke Energy common stockholders, as adjusted. by the diluted weighted-average number of comnion shares outstanding during the period 
Diluted EPS reflects llie potential dilution lhal could occur i f  securities or other agreements to issue common stock. such as stock options. phantom shares and stock- 
based performance unit awards were exercised or settled 

Effective January 1, 2009, Duke Energy began applying revised accounting guidance for EPS related to participating securities. whereby unvested share-based 
payment awards that have non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid) when dividends are paid lo common stockholders, 
irrespective of wlietlier tlie award ultimately vests. constitute participation rights and should be included in the coniputation of basic EPS using the two-class method. 
All prior period EPS data was retrospectively adjusted to conform to these revised accounling provistons 
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The following table illustrates Duke Energy's basic and diluted EPS calculations and reconciles the weighted-average number of common shares outstanding to the 
diluted weighted-average number of common shares outstanding for the years ended December 31, 2009. 2008, and 2007 

Average 
Income Shares EPS 

jin millions, except per  share amounts) 
2009 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating securities 

-basic 

Effect of dilutive securities: 
Stock options, phantom, performance and unvested stock 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating securities 
--diluted 

2008 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating securities 

-basic 

Effect of dilutive securities: 
Stock options. phantom, performance and restricted stock 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating securities 
---diluted 

2007 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusled for participating securilies 

-basic 

Effect of dilutive securities: 
Stock options, phantom, performance and restricted stock 
Contingently convertible bond 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for participating securities 
---diluted 

$ 1,061 

$ 1,061 

$ 1,276 

$ 1.276 

$ 1,518 

$ 1,518 

1,293 

1 

1,294 - 
1,265 

2 -- 
1,267 - 

1,260 

4 
1 -..-- 

1,265 - 

$0.82 - 

$0.82 - 
$1.01 - 

$1.01 - 
s1.21 - 

$1 2 0  - 
As of December 31, 2009, 2008 and 2007, approximately 20 million, 15 million and 13 million, respectively. of stock options, unvested stock and performance 

awards were not included in the "effect of dilutive securities" in the above table because either the option exercise prices were greater than the average market price of 
the common shares during those periods, or performance measures related to the awards had not yet been met. 

Beginning in the fourth quarter of 2008, Duke Energy began issuing authorized but previously unissued shares of common stock to fulfill obligations under its 
Dividend Reinvestment Pian (DRIP) and other internal plans, including 401(k) plans During the years ended December 31, 2009 and 2008. Duke Energy received 
proceeds of approximately 5494 million and $100 million, respectively, from the sale of common stock associated with these plans 

During 201 0, Duke Energy anticipates issuing approximately $400 nlillion of additional authorized but previously unissued shares of common stock under its DRIP 
and other internal plans 

19. Stock-Based Compensation 

expense or capitalized as a component of properly. plant and equipment over the requisite service period. 
For employee awards, equity classified stock-based compensation cost is measured at the grant date. based on the fair value of Ihe award, and is recognized as 

Duke Energy's 2006 Long-Term Incentive Plan (the 2006 Plan) reserved 60 million shares of common stock for awards to employees and outside directors The 
2006 Plan superseded the 1998 Long-Term Incentive Plan, as amended (the 1998 Plan), and no additional grants will be made from the t998 Plan Under the 2006 Plan, 
the exercise price of each option granted cannot be less t i an  the market price of Duke Energy's common stock on the date of grant and the maximum option term is 
10 years The vesting periods range from immediate to five years Duke Energy has historically issued new shares upon exercising or vesting of share-based awards 
In 2010. Duke Energy may m e  a combination of new share issuances and open market repurchases for share-based awards which are exercised or become vested; 
however Duke Energy has not determined with certainty the amount of such new share issuances or open market repurchases 

The 2006 Plan allows for a maximum of 15 million shares of common stock to be issued under various stock-based awards other than options and stock 
appreciation rights 
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Stock-Based Compensation Expense 

Pre-tax stock-based compensation expense recorded in the Consolidated Statements of Operations is as follows: 

For the Years Ended 
December 31, 

Stock Options 
Phantom Awards 
Performance Awards 
Other Stock Awards 

Total 

(in mi l l ions) 

$ 2  $ 2  $ 5  
17 17 20 
20 23 12 

1 I . . - .  2 - -- 
$ 40 $ 43 5 39 - - -  

(a) Excludes stock-based compensation cost capitalized as a componenl of property, plant and equipment of approximately $4 million and $3 million for the years 
ended December 31, 2009 and 2008, respectively. 

The tax benefit associated with the stock-based compensation expense for the years ended December 31, 2009, 2008 and 2007 was approximately $16 million, 
E17 million and $15 million, respectively 

Stock Opt ion Activity 

Opt ions 
( in thousands) 

Weighted- 
Average 
Exercise 

Price 

Outstanding at December 31, 2008 
Granted 
Exercised 
Forfeited or expired 

Outstanding at December 31, 2009 

Exercisable at December 31, 2009 

Options Expected to Vest 

19,790 
603 

(1,822) 
(1,265) 

- 17,306 

16,703 

603 
~~ 

$ 17 
15 
13 
17 

$ 18 

5 18 

$ 15 

Weighted- 
Average Aggregate 

Remaining Intr insic 
Li fe (In Value ( in 
years) mi l l ions) 
-~ 

3 1  5 37 

2.8 5 36 

9 7  $ 2  

On December 31, 2008 and 2007, Duke Energy had approximately 19 million and 20 million exercisable options, respectively. with a weighted-average exercise 
price of approximately $17 at each date The total intrinsic value of options exercised during the years ended December 31, 2009, 2008 and 2007 was approximately $6 
million, $11 million and $26 million, respectively, with a related tax benefit of approximately $2 million. $4 million and $10 million, respectively Cash received from 
options exercised during the years ended December 31, 2009, 2008 and 2007 was approximately $24 million. S30 million and $50 million, respectively. There were 
603,015 stock options granted during the year ended December 31, 2009, and no stock options granted during the years ended December 31. 2008 or 2007. The 
options granted in 2009 were expensed immediately, therefore, there is no future compensation cost associated wilh lhese options 

These assumptions were used to determine the grant date fair value of the stock options granted during 2009: 
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Weighted-Average Assumptions fo r  Opt ion Pricing 

Risk-free interest ratefa) 

Expected dividend yieldtb) 

Expected life(c) 

Expected volatility(d) 

2 0% 

5 4% 

6.0 yrs. 

26 7% 

(a) The risk free rate is based upon the U.S Treasury Constant Maturity rates as of the grant date 
(b) The expected dividend yield is based upon annualized dividends and the 1-year average closing stock price 
(c) The expected term of options is derived from historical data 
(d) Volatility is based upon 50% historical and 50% implied volatility Historic volatility is based on Duke Energy's historical volatility over the expected life using daily 

stock prices. Implied volatility is the average for all option contracts with a term greater than six months using the strike price closest to the stock price on the 
valuation date 

Phantom Stock Awards 

outstanding under the 1998 Plan generally vest over periods from immediate to five years. Duke Energy awarded 1,095,935 shares (fair value of approximately $16 
million, based on the market price of Duke Energy's common stock at the grant date) during the year ended December 31, 2009, 973,515 shares (fair value of 
approximately $17 million based on the market price of Duke Energy's common stock at the grant date) during the year ended December 31, 2008, and 1,163,180 
shares (fair value of approximately 523 million based on the market price of Duke Energy's comnion stock at the grant date) during the year ended December 31, 
2007 

Phantom stock awards issued and outstanding under the 2006 Plan generally vest over periods from immediate to three years Phantom stock awards issued and 

The following table summarizes information about phantom stock awards outstanding at December 31, 2009: 

Shares 
(in thousands) 

Weighted Average Grant 
Date Fair Value 

Number of Phantom Stock Awards: 
Outstanding at December 31, 2008 
Granted 
Vested 
Forfeited 

Outstanding at December 31, 2009 

Phantom Stock Awards Expected to Vest 

2,446 
1,096 

(1,108) 
(68) 

2,366 

2,286 

$22 
14 
21 
19 

$19 

$19 

The total grant date fair value of the shares vested during the years ended December 31, 2009, 2008 and 2007 was approximately $23 million, S20 million and $31 
million, respectively At December 31, 2009, Duke Energy had approximately $8 million of unrecognized compensation cost which is expected to be recognized over a 
weighted-average period of 1 4 years 

Performance Awards 

for certain stock-based performance awards can occur in three years, at the earliest. i f  performance is met Certain performance awards granted in 2009, 2008 and 
2007 contain market conditions based on the total shareholder return (TSR) of Dilke Energy stock relative to a pre-defined peer group (relative TSR) These awards are 
valued using a path-dependent model that incorporates expected relative TSR into the fair value determination of Duke Energy's performance-based share awards The 
model uses three year historical volatilities and correlations for all companies in the pre-defined peer group, including Duke Energy, to simulate Duke Energy's relative 
TSR as of the end of the performance period For each simulation, Duke Energy's relalive TSR associated with Ihe simulated stock price at the end of the 
performance period plus expected dividends within the period results in a value per share for the award portfolio The average of these simulations is the expected 
portfolio value per share Actual life to date results of Duke Energy's relative TSR for each grant is incorporated within the model Other performance awards not 
containing market conditions were awarded in 2009, 2008 and 2007 The performance goal for these awards is Duke Energy's compounded annual growth rale (CAGR) 
of annual diluted EPS, adjusted for certain items, over a three year period These awards are measured at grant date price Duke Energy awarded 3,426,214 shares 
(fair value of approximately $44 million) during the year ended December 31. 2009, 2,407,755 shares (fair value of approximately $37 million) during the year ended 
December 31, 2008, and 1,534,510 shares (fair value of approximately $23 million) during the year ended December 31. 2007 

Stock-based awards issued and outstanding under both the 2006 Plan and the 1998 Plan generally vest over three years i f  performance targets are met. Vesting 
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The following table summarizes information about stock-based Performance awards outstanding at December 3 1, 2009: 

Shares 
( in thousands) 

Weighted Average Grant 
Date Fair Value 

Number of Stock-based Performance Awards: 
Outstanding at December 31, 2008 
Granted 
Vested 
Forfeited 

Outstanding at December 31, 2009 

Stock-based Performance Awards Expected to Vest 

4,980 
3,426 

( 1,069) 
(468) 

6.869 

4.177 -- 

$16 
13 
19 
16 

$14 

$14 

The total grant date fair value of the shares vested during the years ended December 3 1 ,  2009, 2008 and 2007 was approximately $20 million, 520 million and $34 
million, respectively. At December 31, 2009. Duke Energy had approximately $28 million of unrecognized compensation cost which is expected to be recognized over a 
weighted-average period of 1 2 years. 

Other Stock Awards 

years ended December 31, 2009, 2008 or 2007. 
Other stock awards issued and outstanding under the 1998 Plan vest over periods from three to five years There were no other stock awards issued during the 

The following table summarizes information about olher stock awards outstanding at December 31, 2009: 

Number of Other Stock Awards: 
Outstanding at December 31, 2008 
Vested 
Forfeited 

Outstanding at December 31, 2009 

Other Stock Awards Expected to Vest 

Shares Weighted Average Grant 
( in thousands) Date Fair Value 

219 
(48) 
(3) 

168 

$29 
29 
28 

$28 

162 $28 

The total fair value of the shares vested during the years ended December 3 1, 2009, 2008 and 2007 was approximately $1 million, $2 million, and $2 million, 
respectively. At December 31, 2009. Duke Energy had approximately $1 million of unrecognized compensation cost which is expected to be recognized over a 
weighted-average period of 1 0 year 

20. Employee Benefit Plans 

Defined Benefit Retirement Plans 

most U S employees using a cash balance formula. Under a cash balance formula, a plan participant accuniulates a reliremenl benefit consisling of  pay credits that 
are based upon a percentage (which varies with age and years of service) of current eligible earnings and current interest credits Certain legacy Cinergy U S 
employees are covered under plans that use a final average earnings formula. Under a final average earnings formula, a plan participant accumulates a retirement 
benefit equal to a percentage of their highest 3-year average earnings, plus a percentage of their highest 3-year average earnings in excess of covered compensation 
per year of participation (maximum of 35 years), plus a percentage of their highest 3-year average earnings times years of participation in excess of 35 years Duke 
Energy also maintains non-qualified, non-contributory defined benefit retirement plans which cover certain executives 

Duke Energy and its subsidiaries (including legacy Cinergy businesses) maintain qualtfied, non-contributory defined benefit retirement plans The plans cover 

Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan participants During 2009, 
Duke Energy made contributions to its U S qualified pension plans of approximately $800 million There were no contributions to the U S qualified pension plans during 
the year ended December 31, 2008 Duke Energy made a contribution of approximately S350 million to the legacy Cinergy qualified pension plans during the year 
ended December 31, 2007. 
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Actuarial gains and losses are amortized over the average remaining service period of the active employees. The average remaining service period of active 
employees covered by the qualified retirement plans is 11 years. The average remaining service period of active employees covered by the non-qualified retirement 
plans is nine years. Duke Energy determines the market-related value of plan assels using a calculated value that recognizes changes in fair value of the plan assets 
in a particular year on a straight line basis over the next five years 

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

As required by the applicable accounting rules, Duke Energy uses a December 31 measurement date for its plan assets 

Qualif ied Pension Plans 

Components of Net Periodic Pension Costs: Qualif ied Pension Plans 

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

Net periodic pension cosls 

For the Years Ended 
December 31, 

2009(a) ZO08(a) 2007(") 

( in  mi l l ions) 

$ 85 $ 92 $ 96 
257 254 24 6 

(362) (340) (319) 
7 7 5 
2 13 32 

17 20 20 

$ 6  $ 4 6  $ 8 0  

- - -  
- - -  

(a) These amounts exclude approximately $10 million, $13 million and $17 million for the years ended December 31, 2009, 2008 and 2007, respectively, of regulatory 
asset amortization resulting from purchase accounting adjustments associaled with Duke Energy's merger with Cinergy in April 2006 

Qualif ied Pension Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income and Regulatory Assets (4 

Regulatory assets, net decrease 
Accumulated other comprehensive (income)/loss 

Deferred income tax asset 
Actuarial gain arising during 2009 
Prior service credit arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior service cost 

For the year ended 
December 31, 2009 

( in mi l l ions) 

f(22) 

9 
(8) 
(7) 
( 1 )  

-....-(41 
Ne1 amount recognized in accumulated other comprehensive (incorne)/loss S(11) 

(a) Excludes actuarial gains recognized in other accumulated comprehensive income of approximately $9 million. net of lax. associated with a Brazilian retiremenl 
plan 
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Reconcil iation of Funded Status to Net Amount Recognized: Qualif ied Pension Plans 

As of and for the Years Ended December 31, 

2009 2008 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Plan amendments 
Obligation assumed from plan merger 
Benefits paid 

Obligation at measurement date 

( in mi l l ions) 

$ 4,161 $ 4,301 
85 92 

257 254 
415 (182) - 

- (9 ) 
7 

(221) (304) 

$7 4,695 s 4,161 

The accumulated benefit obligation was approximately $4,409 million and $3.823 million at December 31, 2009 and 2008, respectively 

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

As  of and for the Years Ended December 31. 

2009 2008 - 
(in mi l l ions) 

$ 2,853 $ 4,321 
787 (1,164) 

(304) (221) 
5 

800 
- 
- 

$ 4,224 $ 2,853 

Qualif ied Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of and fo r  the Years Ended December 31, 

Accrued pension liability 

2009 2008 

(in mi l l ions) 

$ (471) $ (1,308) 
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The following table provides the amounts related to Duke Energy's qualified pension plans that are reflected in Other within Regulatory Assets and Deferred Debits 
and AOCl on the Consolidated Balance Sheels at December 31, 2009 and 2008: 

As of December 31, 

2009 2008 
-___ ~ ~ 

( i n  mi l l ions) 

Regulatory assets 
Accumulated other comprehensive (income) loss 

Deferred income tax asset 
Prior service cost 
Net actuarial loss 

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

$ 909 $ 931 

(206) (2 15) 
27 38 

537 
$ 349 $ 360 

-- 528 

- 
(a) Excludes accumulated other comprehensive income of approximately $21 million and $12 million, respectively. net of tax, associated with a Brazilian 

retirement plan. 

Of the amounts above, approximately $48 million of unrecognized net actuarial loss and approximately $5 million of unrecognized prior service cost will be 
recognized in net periodic pension costs in 2010 

Addi t ional  Information: 

Qualified Pension Plans-Information fo r  Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

As  of December 31, 

2009 2008 - 
(in mi l l ions) 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

$ 4,695 $ 4,161 
4,409 3.823 
4,224 2,853 
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Qualified Pension Plans-Assumptions Used for Pension Benefits Accounting 

2009 2008 2007 

(percentages) 

Benefit Obligations - 

Discount rate 
Salary increase (graded by age) 

5.50 6 50 6.00 
4.50 4.50 5.00 

2009 2008 2007 
Determined Expense 

Discount rate 6.50 6.00 5.75 
Salary increase 4.50 5.00 5 00 
Expected long-term rate of return on plan assets 8.50 8.50 8.50 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a yield curve approach Under the yield 
curve approach, expected future benefit payments for each plan are discounled by a rate on a third-party bond yield curve corresponding to each duration. The yield 
curve is based on a bond universe of AA and AAA-rated long-term corporate bonds. A single discount rate is calculated that would yield the same present value as the 
sum of the discounted cash flows. 

Non-Qualif ied Pension Plans 

Components o f  Net Periodic Pension Costs: Non-Qualified Pension Plans 

For the Years Ended 
December 31, 

2009 2008 2007 

( in mi l l ions) 
- 

Service cost 
Interest cost on projected benefit obligation 
Amortization of prior service cost 
Amortization of actuarial loss 
Settlement credit 

$ 2  $ 2  $ 2  
I O  10 t o  
2 3 2 

1 - - 
_A z. -..z.l- 
S 13 $, 16 $ 14 --- Net periodic pension costs 
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Non-qualified Pension Plans-Other Changes i n  Plan Assets and Projected Benefit Obligations 

Recognized i n  Accumulated Other Comprehensive Income 

For the year ended 
December 31,2009 

Accumulated other comprehensive (income)/loss 
Deferred income tax asset 
Actuarial losses arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior service cost 

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

( in mi l l ions) 

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

As of and for the Years 
Ended December 31, 

2009 2008 

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

Obligalion at measurement date 

( in mi l l ions) 

$ 166 $ 172 
2 2 

10 10 
i 4  (4) 
A (14) 

$ 173 $ 166 

As of and for the Years 
Ended 

December 31, 

2009 2008 

Change i n  Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

( in mi l l ions) 

$ (19) $ (14) 
19 -- 14 

Plan assets at measuremenl date $ - -  $ - -  

The accumulated benefit obligation was approximately $159 million and $154 million at December 31. 2009 and 2008, respectively 
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Non-Qualified Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of December 31, 

2009 2008 

( in  mi l l ions) 

Accrued pension liability(a) $ (173) $ (1661 

(a) Includes approximately $15 million and $20 million recognized in Other within Current Liabilities on the consolidated Balance Sheets as of December 3 1. 2009 and 
2008, respectively 

The following table provides the amounts related to Duke Energy's non-qualified pension plans that are reflected in AOCl on the Consolidated Balance Sheets at 
December 31, 2009 and 2008: 

As of December 31, 

Accumulated other comprehensive (income) loss 
Deferred income tax asset 
Prior service cost 
Net actuarial loss (gain) 

2009 2008 

( in mi l l ions) 

$ (7)  $ (3) 

-- -.--.EL 
12 15 
E 

$ 6  - $ 13 Net amount recognized in accumulated other comprehensive (income) loss - 
Of the amounts above, approximately $2 million of unrecognized prior service cost and approximately $1 million of unrecognized net acluarial loss will be 

recognized in net periodic pension costs in 2010. 

Additional information: 

Non-Qualified Pension Plans-Information for Plans with Accumulated Benefit Obligation in Excess of  Plan Assets 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

As of December 31, 

2009 2008 

( in  mi l l ions) 

$173 $166 
159 154 
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Non-Qualified Pension Plans-Assumptions Used for Pension Benefits Accounting 

2009 2008 2007 

(percentages) 

Benefit Obligations - 

Discount rate 
Salary increase 

5 5 0  6 5 0  6.00 
4 5 0  4 50 5 0 0  

2009 2008 2007 
Determined Expense 

Discount rate 
Salary increase 

6.50 6.00 5.75 
4.50 5 0 0  5 0 0  

The diSCoiNIt rate used to determine the current year pension obligation and following year's pension expense is based on a yield curve approach Under the yield 
curve approach, expected future benefit payments for each plan are discounted by a rate on a third-party bond yield curve corresponding to each duration The yield 
curve is based on a bond universe of AA and AAA-rated long-term corporate bonds A single discount rate is calculated that would yield the same present value as the 
sum of the discounted cash flows 

Other Post-Retirement Benefit Plans 

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

Duke Energy did not make any contributions to its other post-retirement benefit plans in 2009 or 2008. During the year ended December 31, 2007, alike Energy 
contributed approximately $62 million to its other post-retirement benefit plans 

These benefit costs are accrued over an employee's active service period to the date of full benefits eligibility. The net unrecognized transition obligation is 
amortized over approximately 20 years. Actuarial gains and losses are amortized over the average remaining service period of the active employees The average 
remaining service period of the active employees covered by the plan is 12 years. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

For the Years Ended 
December 3 1. 

Service cost 
Interest cost on accumulated post-retirement benefit obligation 
Expected return on plan assets 
Amortization of prior service (credit) cost 
Amortization of net transition liability 
Amortization of (gain) loss 
Special termination benefit cost 
Prior period accounting true-up adjustment &) 

Net periodic other post-retirement benefit costs $ 34 - 

20081") 

$0 $ 85 - 
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(a) 

(b) 

These amounts exclude approximately $9 million, $9 million and $10 million for the years ended December 31, 2009, 2008 and 2007, respectively, of regulatory 
asset amortization resulting from purchase accounting adjustments associated with Duke Energy's merger with Cinergy in April 2006 
Represents the correction of errors, primarily in periods prior to 2008. related to lhe accounling for Duke Energy's other post-retirement benefit plans that would 
have reduced amounts recorded as other post-retirement benefit expense during those historical periods. Of this amount. approximately $15 million was capitalized 
as a component of property. plant and equipment 

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 introduced a prescription drug benefit under Medicare as well as a federal subsidy to 
sponsors of retiree health care benefit plans Accounting guidance issued and adopted by Duke Energy in 2004 prescribes the appropriate accounting for the federal 
subsidy. The after-tax effecl on ne1 periodic post-retirement benefit cost was a decrease of $3 million in 2009, $3 million in 2008 and $3 million in 2007. Duke Energy 
recognized an approximate $5 million and 58 million subsidy receivable as of December 31. 2009 and 2008, respectively, which is included in Receivables on the 
Consolidated Balance Sheets 

Other Post-Retirement Benefit Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income, Regulatory Assets and Regulatory Liabil it ies 

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

Deferred income tax liability 
Actuarial loss arising during 2009 
Amortization of prior year prior service credit 
Amortization of prior year actuarial gains 
Amortization of prior year net transition liability 

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

Reconcil iation of Funded Status to  Accrued Other Post-Retirement Benefit Costs 

Change in Benef i t  Obl igat ion 
Accumulated posl-retirement benefit obligation at prior measurement date 
Service cost 
Interest cost 
Plan participants' contributions 
Actuarial gain 
Plan amendments 
Plan transfer 
Benefits paid 
Accrued retiree drug subsidy 

Accumulated post-retirement benefit obligation at measurement date 

For  the  year ended 
December 3 1,2009 

( in  mi l l ions) 

$ 66 
91 

(2) 
3 
2 
1 

(2) 

$ 2 

As  of and for the Years 
Ended December 31, 

2009 2008 

( in mi l l ions) 

5 5 

5 728 5 738 
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As of and for the Years 
Ended December 31, 

2009 2008 

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

Plan assets at measurement date 

Duke Energy uses a December 31 measurement date for ils plan assets 

Other Post-Retirement Benefit Plans- Amounts Recognized in the Consolidated Balance Sheets Consist of: 

Accrued other post-retirement liability(a) 

( in mi l l ions) 

$ 169 $ 224 
28 (49) 

(80) (65) 
31 37 
21 22 ____- ~- 

$ 169 $ 169 -- 

As of December 31, 

2009 2008 

( in mi l l ions) 

$ (559) $ (569) 

__- 
-- 

(a) Includes approximalely $3 million and $2 million recognized in Olher within Current Liabilities on the Consolidated Balance Sheets as of December 31, 2009 and 
2008, respectively. 
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The following table provides the amounts related to Duke Energy’s other post-retirement benefit plans that are reflected in Other within Regulatory Assets and 
Deferred Debits, Other within Deferred Credits and Other Liabilities and AOCl on the Consolidated Balance Sheets at December 31, 2009 and 2008: 

As of December 31, 

2009 2008 - 
(in mi l l ions) 

Regulatory assets 
Regulatory liabilities 
Accumulated other comprehensive (income)/loss: 

Deferred income tax liability 
Net transition obligation 
Prior service credit 
Net actuarial loss (gain) 

Net amount recognized in accumulated other comprehensive (income)/loss $ (5) 5 (7) 

Of the amounts above, approximately $10 million of unrecognized net transition obligation, approximately $4 million of unrecognized gains and approximately 58 
million of unrecognized prior service credit (which will reduce pension expense) will be recognized in net periodic pension costs in 2010 

Assumptions Used for  Other Post-Retirement Benefits Accounting 

2009 2008 2007 
Determined Benefit Obligations 

Discount rate 

(percentages) 

5.50 6.50 6.00 

2009 2008 2007 
Determined Expense 

Discount rate 6 50 6 00 5 75 

Assumed tax ratel”) 35 0 35 0 35 0 
Expected long-term rate of return on plan assets 5 53-8 50 5 53-8 50 5 53-8 50 

(a) Applicable to the health care portion of funded post-retirement benefits 

The discount rate used to determine the current year other post-retirement benefits obligation and following year’s other post-retirement benefits expense is based 
on a yield curve approach Under the yield curve approach, expected future benefit payments lor each plan are discounted by a rate on a third-party bond yield curve 
corresponding to each duration The yield curve is based on a bond universe of AA and AAA-rated long-term corporate bonds A single discount rate is calculated that 
would yield the same present value as the sum of the discounted cash flows 
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Assumed Health Care Cost Trend 

Medicare Prescr ipt ion Drug 
Trend Rate Trend Rate 

2009 2008 2009 2008 
__ 
Health care cost trend rate assumed for next year 
Rate to which the cost trend IS assumed to decline (the ultimate trend rate) 
Year that the rate reaches the ultimate trend rate 

- 
850% 850% 1 1 00% 11 00% 
5 00% 5 00% 5 00% 5 00% 
2019 2013 2024 2022 

(a) Health care cost trend rates include prescriplion drug trend rate due to the effect of the Moderilizalion Act 

Sensitivity t o  Changes in Assumed Health Care Cost Trend Rates ( in mill ions) 

1 -Percentage- 1 -Percentage- 
Point Increase Point  Decrease 

Effect on total service and interest costs 
Effect on post-retirement benefit obligation 

Expected Benefit Payments 

the next 10 years, which are primarily paid out of the assets of the various trusts. These benefit payments reflect expected future service, as appropriate 
The foliowing table presents Duke Energy’s expected benefit payments to participants in its qualified, non-qualified and other post-retirement benefit plans over 

Qualif ied 
Plans 

Non-Qualif ied 
Plans 

Years Ended December 31, 
2010 
201 1 
2012 
2013 
2014 

201 5 - 2019 

$ 405 
423 
433 
431 
429 

2,020 

( in mi l l ions) 

$ 16 
16 
15 
14 
22 
60 

Other Post- 
Retirement 

Plans(”) 

$ 56 
60 
61 
62 
63 

323 

Total 
- 

$ 477 
499 
509 
507 
514 

2,403 

(a) Duke Energy expects to receive future subsidies under Medicare Part D of approxiniately $4 million in each of lhe years 2010-2013, approximately $5 million in 
2014, and a total of approximalely $24 million during the years 2015-2019 
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Plan Assets 

Approximately 97% of Master Trust assets were allocated to qualified pension plans and approximately 3% were allocated to other post-retirement plans, as of 
December 31, 2009 and 2008, respectively. The investment objective of the Master Trust is to achieve reasonable returns, subject to a prudent level of portfolio risk, 
for Ihe purpose of enhancing the security of benefits for plan participants. The long-term rate of return of 8 5% as of December 31, 2009 for the Master Trust was 
developed using a weighted-average calculation of expected returns based primarily on future expected returns across assel classes considering the use of active 
assel managers. The weighled-average returns expected by asset classes were 3 2% for U S. equities, 2 0% for Non-U S equities, 1.0% for Global equities. 2 0% for 
fixed income securities. and 0 3% for real estate. The asset allocation targets were set after considering the investment objective and the risk profile U S equities are 
held for their high expected return Non-U.S. equities, debt securities, and real estate are held for diversification. Investments within asset classes are to be diversified 
to achieve broad market participation and reduce the impact of individual managers or investments Duke Energy regularly reviews its actual asset allocation and 
periodically rebalances its investments to the targeted allocation when considered appropriate. The following table presents target and actual asset allocations for the 
Master Trust at December 31. 2009 and 2008: 

Master Retirement Trust. Assets for both the qualified pension and other post-retirement benefits are maintained in a Master Retirement Trust (Master Trust) 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

Asset Category 

U.S. equity securities 
Non-U S. equity securilies 
Global equity securities 
Debt securities 
Real estate and cash 

Total 

34% 33% 31% 
20 20 17 
10 i o  10 
32 28 36 
4 9 6 _ _ _ _ - -  

100% 100% 100% --- 
VEBA 1/11. Duke Energy also invests other post-retirement assets in the Duke Energy Corporation Employee Benefits Trust (VEBA I) and the Duke Energy 

Corporation Post.-Retirement Medical Benefits Trust (VEBA II) The investment objective of the VEBAs is to achieve sufficient returns, subject to a prudent level of 
portfolio risk, for the purpose of promoting the security of plan benefits for participants The VEBAs are passively managed. The following tables present target and 
actual asset allocations for the VEBAs at December 31, 2009 and 2008: 

VEBA I 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

Asset Category 

U S. equity securities 
Debt securities 
Cash 

30% 23% 2 0 "/o 
45 37 40 
25 40 40 --- 

100% 100% 100% --- Total 
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VEBA I1 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

U S equity securities 
Debt securities 
Cash 

Total 

50% -% 38% 
50 92 52 
- 8 10 

_ _ _ _ 1 - -  

100% 100% 100% --- 
Fair Value Measurements. On December 31, 2009, Duke Energy adopted the new fair value disclosure requirements for pension and other post-retirement 

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

Duke Energy classifies recurring and non-recurring fair value measurements based on the following fair value hierarchy, as prescribed by the accounting guidance 

Level I--unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy has the ability to access. An active market for the asset or 
liability is one in which transactions for the asset or liability occurs with sufficient frequency and volume to provide ongoing pricing information. Duke Energy does 
no1 adjust quoled market prices on Level 1 for any blockage factor. 

Level 2-a fair value measurement utilizing inputs other than a quoted market price that are observable, either directly or indirectly, for the asset or liability Level 
2 inputs include, but are no1 limited to. quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in 
markets that are not active and inputs other than quoted market prices that are observable lor the asset or liability, such as interest rate curves and yield curves 
observable at commonly quoted intervals, volatilities. credil risk and default rates. A level 2 measurement cannot have more than an insignificant porlion 01 the 
valuation based on unobservable inputs. 

Level 3-any lair value measurements which include unobservable inputs for the asset or liability lor more lhan an insignificant portion of the valuation A level 3 
measurement may be based primarily on level 2 inputs 

The following table provides the fair value measurement amounts for Master Trust qualified pension and other post-retirement assets at December 31, 2009. 

for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 

Total Fair 
Value 

Amounts at 
December 31, 

2009@) Level f Level 2 Level 3 
--- 
(in mil l ions) 

Descr ipt ion 

Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership interests 
Real eslale inveslment Irust 
U S Government securities 
Other investments 
Guaranteed investment contracts 
Governmenl bonds - Foreign 
Asset backed securities 

Government and commercial mortgage backed securities 

Tolal Assels 

$ 2,587 
1,008 

34 1 
109 
64 
57 
4 3  
38 
33 
19 

$ 1,733 

39 
__ 

- 

$ 831 
989 
302 
- 
__ 

57 
4 

32 
18 

- 

$ 23 
19 

109 
64 

1 
38 

1 
1 

__ 

- 

__ - 14 14 --- 
$ 4,313 $ 1,810 S 2,247 S 256 
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(a) 

The following table provides the fair value measurement amounts for VEBA 1/11 other post-retirement assets at December 31, 2009 

Excludes approximately $22 million in net receivables and payables associated with security purchases and sales 

Description 

Cash and cash equivalents 
Equity securities 
Debt securities 

Total Assets 

Total Fair 
Value 

Amounts at 
December 31, 

2009 Level Level Level 3 
- - -  
(in mil l ions) 

$ 27 s -  $ 27 $ -  - 12 11 1 
19 19 

$ 58 

__ - -- -- _.___ 

s 11 $ 47 $ - -  - - -  
The following table provides a reconciliation of beginning and ending balances of Master Trust assets measured at fair value on a recurring basis where the 

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

Year Ended December 31, 2009 

Balance at January 1, 2009 

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

Balance at December 31, 2009 $ 256 
___I 

Valuation methods of the primary fair value measurements disclosed above are as follows: 

Investments in equity securit ies: Investments in equity securities are typically valued at the closing price in the principal active market as of the last business 
day of the quarter. Principal active markets for equity prices include published exchanges such as NASDAQ and NYSE Foreign equity prices are translated from their 
trading currency using the currency exchange rate in effect at the close of the principal active market. Duke Energy has not adjusted prices to reflect for after-hours 
market activity Most equity security valuations are level 1 measures Investments in equity securities with unpublished prices are valued as level 2 if they are 
redeemable at the measurement dale. Investments in equily securities with redemption restrictions are valued as level 3 

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

Investments in short-term investment funds: Valued at the net asset value of units held at year end Investments in short-term investment funds with 
published prices are valued as level 1 Investments in short-term investment funds with unpublished prices are valued as level 2 

Investments in real estate investment trust: Valued based upon property appraisal reports prepared by independent real estate appraisers. The Chief Real 
Estate Appraiser of the asset manager is responsible for assuring that the valuation process provides independent and reasonable property market value estimates. An 
external appraisal management firm no1 affiliated witti the asset manager has been appointed to assist the Chief Real Estate Appraiser in maintaining and monitoring 
the independence and the accuracy of the appraisal process 

EmDlovee Savinrts Plans 

Duke Energy sponsors employee savings plans that cover substantially all U S employees. Most employees participate in a matching contribution formula where 
Duke Energy provides a matching conlribution generally equal to 100% of before-tax employee contributions, of up l o  6% of eligible pay per pay period Duke Energy 
made pre-tax employer matching contributions of approximately $80 million in 2009, S78 million In 2008 and $68 million in 2007 Dividends on Duke Energy shares held 
by the savings plans are charged to retained earnings when declared and shares held in the plans are considered outslanding in the calculation of basic and diluted 
earnings per share 
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21. Variable Interest Entities 

Power Sale Special Purpose Enlilies (SPEs) Duke Energy is the primary beneficiary of and consolidates two thinly-capitalized SPEs that have been created to 
finance and execute individual power sale agreements with Central Maine Power Company (CMP) for approximately 45 MW of capacity, which expired in 2009, and 35 
MW of capacity, ending in 2016 In addition, these SPEs have individual power purchase agreements (PPA) with Duke Energy Commercial Enterprises. Inc (DECE), 
formerly Cinergy Capital B Trading, Inc , a wholly-owned subsidiary of Duke Energy, to supply the power DECE also provides various services, including certain credit 
support facilities. The following summarizes the structure of each enlity: 

CinCap lV. CinCap IV was created in July 1998 lo facilitate the buyout of a power sales agreement that Stratton Energy Associates (Stratton) held with CMP 
Approximately $159 million was paid to Stratton to buyout that contract This capital was raised through two debt tranches (approximately 96.7% of CinCap IV 
capitalization) and equity (approximately 3 3% of CinCap IV capilalizalion) The equity was provided by 1998 CinPower Trust, which is in turned owned 90% by 
Barclays (3% holder) and 10% by DECE. The capitalization (along with certain miscellaneous fees) of CinCap IV is to be repaid through a monthly reservation payment 
from CMP. Contemporaneous with the buyout of the Stratton PPA, CinCap IV executed a power sales agreement with CMP (Replacement PPA) to deliver 45 MW of 
capacity and energy to CMP. CinCap IV also execuled a power purchase agreement with DECE ( S ~ p p l y  PPA) lhat conlains virtually identical terms, except for the 
aforementioned reservation payment and a $3 less per MWh energy charge Cinergy guaranteed the performance of DECE under this PPA (with market-based 
liquidaled damages), but did not guarantee the paymenl by CinCap IV on its debt obligations. This agreemenl expired in 2009 As of December, 31, 2009, the balance 
on the Consolidated Balance Sheets related to CinCap IV was an insignificant amount 

CinCap V. CinCap V was created in February 1999 to facilitale the buyout of a power sales agreement that Alternative Energy (AEI) held with CMP 
Approximately $96 million was paid to AEI to buyoul that contract This capital was raised through two debt tranches (approximately 96.7% of CinCap V capitalization) 
and equity (approximately 3.3% of CinCap IV capitalization) The equity was provided by two parties: (a) 90% by Franklin Life Insurance Company and (b) 10% by 
DECE. The capitalization (along with certain miscellaneous fees) of CinCap V is being repaid Lhrough a monthly reservation payment from CMP. Contemporaneous with 
the buyout of the AEI PPA. CinCap V executed a power sales agreement with CMP (Replacement PPA) to deliver 35 MW (only 25 in certain months) of capacity and 
energy to CMP through December 2016 CinCap V also executed a power purchase agreement wilh DECE (Supply PPA) that contains virtually identical terms, except 
for the aforementioned reservation payment and a $0 50 less per MWh energy charge Cinergy guarantees the performance of DECE under this PPA (with market- 
based liquidated damages), but does not guarantee the payment by CinCap IV on its debt obligations. 

These two SPEs meet l l ie accounting definition of a VIE because the equily inveslment at risk in these SPEs is insufficient to permit the financing of their 
activities without additional subordinated financial support (i e , debt financing) As a result of a quantitative analysis of the contractual. ownership, and other financial 
interests in the SPEs (i e , variable interests), Duke Energy lias been deemed the primary beneficiary of these entities as it absorbs a majority of the expected losses 
of these SPEs Accordingly, Duke Energy consolidates these SPEs and, as such, Ihe lransactions between DECE and the two SPEs are eliminated in consolidation 

As a result of the consolidation of these two SPEs. approximately $94 million and $1 17 million of notes receivable is included on the Consolidated Balance Sheets 
at December 31, 2009 and 2008, respeclively Of these amounts, $8 million and $24 million are included in Receivables on lhe Consolidated Balance Sheets and $86 
million and $93 million are included in Notes Receivable on the Consolidated Balance Sheets at December 31, 2009 and 2008, respectively Approximately $89 million 
and $108 million of non-recourse debt is included on the Consolidaled Balance Sheets, of which $8 million and $19 million is included in Current Maturities of Long-Term 
Debt on the Consolidated Balance Sheets and $81 million and S89 million is included in Long-Term Debt on the Consolidated Balance Sheets at December 31, 2009 and 
2008, respectively In addition, miscellaneous other assets and liabilities are included on Duke Energy's Consolidated Balance Sheets at December 31. 2009 and 2008. 
The debt was incurred by the SPEs to finance the buyout of the existing power contracts that CMP held with the former suppliers. The notes receivable is comprised of 
two separate inotes with one counlerparty. whose credit rating is EBB+ The cash flows from the notes receivable are designed to repay the deb1 The first note 
receivable matured in August 2009, and had a balance of $17 million a1 December 31, 2008. at an effective interest rate of 7 81% The second note receivable, with a 
balance of $94 million and $100 million at December 3 I ,  2009 and 2008. respectively, bears an effective interest rate of 9 23% and matures in December 2016 

The following table reflects the maturities of the Notes Receivable as of December 31, 2009. 

Notes Receivable Maturities 

( in  mi l l ions) 

2010 
201 1 
2012 
2013 
2014 
Thereaftei 

Total 

$ 8  
10 
1 1  
13 
15 
37 

5 94 - 
Accounls Receivable Secunlizalion 

Cinergy Receivables Company During 2002, Duke Energy Ohio Duke Energy Indiana and Duke Energy Kentucky entered into an agreement to sell certain of their 
accounts receivable and related collections through Cinergy Receivables. a bankruptcy remote. QSPE Cinergy Receivables IS a wholly-owned limited liability company 
of Cinergy and was formed in 2002 through a $5 million equity contribution by Cinergy to purchase certain accounts receivable of Duke Energy Ohio. Duke Energy 
Indiana and Duke Energy Kentucky The purpose of the formation of  Cinergy Receivables was to improve liquidity at the lowest possible financing cos1 As a result of 
the securitization. Duke Energy Ohio Duke Energy Indiana and Duke Energy Kenlucky sell, on a revolving basis, nearly all of their retail accounts receivable and a 
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portion of their wholesale accounts receivable and related collections The securitization transaction was structured to meet the criteria for sale accounting treatment 
under the accounting guidance for transfers and servicing of financial assets and, accordingly through December 31, 2009, Duke Energy did not consolidate Cinergy 
Receivables and the transfers of receivables were accounted for as sales Accordingly, through December 31, 2009, Duke Energy accounted for Cinergy Receivables 
under the equity method of accounting and all of the earnings or losses of Cinergy Receivables are therefore reflected in Duke Energy's consolidated earnings 
Effective with the adoption of new accounting rules related to consolidations and lransfers and servicing of financial assets on January 1, 2010, Duke Energy began 
consolidating Cinergy Receivables. The consolidation of Cinergy Receivables resulted in increases in net Receivables and Short-term Debt on the Consolidated 
Balance Sheets. While Ihe impact on the balance sheet in future periods will be based on the amount of receivables sold to Cinergy Receivables, at December 31, 
2009. approximately $600 million of receivables were sold to Cinergy Receivables, of which approximately $340 million was reflected in Receivables on the 
Consolidated Balance Sheets as they represented a retained interest in the receivables sold Effective with the consolidation of Cinergy Receivables, Duke Energy no 
longer reflects a retained interest in the receivables sold since all receivable sold to Cinergy Receivables, net of loss on sale, do not qualify for sale accounting 
treatment under the accounting rules for lransfers and servicing of financial assels and, lhus, are reflected on the Consolidaled Balance Sheets Additionally, effective 
January 1, 2010, Duke Energy's Consolidated Balance Sheets reflect Short-term Debt approximating the value of the sold receivables The consolidation of Cinergy 
Receivables also impacts Duke Energy's Statements of Operations as the activity of the Cinergy Receivables facility is now being reflected on a gross basis within 
Operating Expenses and Interest Expense versus on a net basis in Equity in Earnings (Losses) of Unconsolidated Affiliates 

The proceeds obtained from the sales of receivables are largely cash but do include a subordinated note from Cinergy Receivables for a portion of the purchase 
price (typically approximates 25% of the tolal proceeds) The note, which amounls lo approximately $340 million and $292 million at December 31, 2009 and 2008, 
respectively, is subordinate to senior loans that Cinergy Receivables obtains from commercial paper conduits controlled by unrelated financial institutions. Cinergy 
Receivables provides credit enhancement related to senior loans in the form of over-collateralizalion of the purchased receivables However, the over-collateralization 
is calculated monthly and does not extend to the entire pool of receivables held by Cinergy Receivables at any point in time As such, these senior loans do not have 
recourse to all assets of Cinergy Receivables. These loans provide the cash portion of the proceeds paid to Duke Energy Ohio, Duke Energy Indiana and Duke Energy 
Kentucky. 

This subordinated note is a retained interesl (right to receive a specified portion of cash flows from the sold assets) under the accounting guidance for transfers 
and servicing of financial assets and is classified within Receivables in the accompanying Consolidated Balance Sheets at December 31, 2009 and 2008. In addition, 
Duke Energy's investment in Cinergy Receivables constitutes a purchased beneficial interest (purchased right to receive specified cash flows, in this case residual 
cash flows), which is subordinate to the retained interesls held by Duke Energy Ohio. Duke Energy Indiana and Duke Energy Kentucky. Effective January 1, 2010, 
with the consolidation of Cinergy Receivables, this subordinated retained interest as of December 31. 2009 will be replaced on the Consolidated Balance Sheets with 
the previously transferred accounts receivable balances 

In 2008, Cinergy Receivables and Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana amended the governing purchase and sale agreement to 
allow Cinergy Receivables to convey its bankrupt receivables to the applicable originator for consideration equal to the fair market value of such receivables as of the 
disposition date. The amount of bankrupt receivables sold is limited lo 1% of aggregate sales of the originator during the most recently completed 12 month period 
Cinergy Receivables and Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana completed a sale under this amendment in 2008. 

Per the governing purchase and sale agreement, Cinergy Receivables is required to mainlain a minimum ne1 worth of $3 million In December 2008, Cinergy 
Receivables recorded a $15 million increase in its provision for uncollectible accounts which reduced its net worth below the 53 million threshold During the frrst quarter 
of 2009, Cinergy infused approximately $3 5 million of equity into Cinergy Receivables to remedy the net worth deficiency. In June 2009, Cinergy Receivables 
recorded a $5 million increase in its provision for uncollectible accounts which reduced its ne1 worlh below the $3 million threshold. During July 2009, Cinergy infused $7 
million of equity into Cinergy Receivables to remedy the net worth deficiency. 111 December 2009. Cinergy Receivables recorded a $3 million increase in its provision 
for uncollectible accounts which reduced its net worth below the $3 million threshold During February 2010. Cinergy infused approximately $6 million of equity into 
Cinergy Receivables to remedy the net worth deficiency The greater amount of receivables in arrears is partially attribulable to the economic downturn starting in 2008 
having a negative impact on cuslomers' ability lo pay their ulilily bills Cinergy Receivables, Duke Energy Ohio. Duke Energy Kentucky and Duke Energy Indiana 
continue to monitor arrearages to determine whether an other-than-temporary impairment has occurred 

Duke Energy Ohio retains servicing responsibilities for its role as a collection agent on the amounts due on the sold receivables. However, Cinergy Receivables 
assumes the risk of collection on the purchased receivables without recourse to Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky in the event of a 
loss While no direct recourse to Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky exists, these entities risk loss in Ihe event collections are not 
sufficient to allow for full recovery of their retained interesls No servicing asset or liability IS recorded since the servicing fee paid to Duke Energy Ohio approximates 
a market rate. 

The carrying values of the retained interests are determined by allocating the carrying value of the receivables belween the assets sold and the interests retained 
based on relative fair value. The key assumptions used in estimating the fair value for 2009 were an anticipaled credit loss ratio of 0 6%. a discount rate of 2.7% and a 
receivable turnover rate of 11 6% The key assumptions used in estimating the lair value for 2008 were an anticipaled credit loss ratio of 0 6%, a discount rate of 5 3% 
and a receivable turnover rate of 11 4% Because (i) the receivables generally turnover in less than two months. (ii) credit losses are reasonably predictable due to the 
broad customer base and lack of significant concentration, and (at) the purchased beneficial interest is subordinate to all retained interests and thus would absorb losses 
first, the allocated bases of the subordinated notes are not materially different than their face value The hypothetical effect on the fair value of the retained interests 
assuming both a 10% and a 20% unfavorable variation in credit losses or discount rates is not material due to the short turnover of receivables and historically low 
credit loss history. Interest accrues to Duke Energy Ohio. Duke Energy Indiana and Duke Energy Kentucky on the retained interests using the accretable yield method, 
which generally approximates the stated rate on the notes since the allocated basis and the face value are nearly equivalent Duke Energy records income from 
Cinergy Receivables in a similar manner An impairment charge would be recoided against Ihe carrying value of both the retained inleresls and purchased beneficial 
interest in the event it is de!ermined lhat an other-than-temporary impairment has occurred 
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The following table shows the gross and net receivables sold, retained interests. purchased beneficial interest, sales, and cash flows during the years ended 
December 31,2009 and 2008: 

2009 2008 

( in mi l l ions) 

-- 

Receivables sold as of December 31, 
Less Retained interests 

Net receivables sold as of December 31, 

Purchased beneficial interest 
Sales 
Receivables sold 
Loss recognized on sale 
Cash flows 
Cash proceeds from receivables sold 
Collection fees received 
Return received on retained interests 

$ 619 $ 748 
340 292 

$ 279 $ 456 

$ -  $ -  

5 5,506 $ 5,717 
43 60 

$ 5,416 5 5,664 
3 3 

27 37 

-- 

Cash flows from the sale of receivables are reflected within Operating Activities on the Consolidated Statements of Cash Flows 

Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance and other on the Consolidated 
Statements of Operations 

The loss recognized on the sale of receivables is calculated monthly by multiplying the receivables sold during the month by the required discount which is derived 
monthly utilizing a three year weighted average formula that considers charge-off history. late charge history, and turnover history on the sold receivables, as well as a 
component for the time value of money. The discount rate, or component for the time value of money, is calculated monthly by summing the prior month-end LIBOR 
rate plus a fixed rate of 2 39%. 

Duke Energy Receivables Finance Company. See Note 15 for further information 

22. Other Income and Expenses, net 

as follows: 
The componenls of Other Income and Expenses, net on the Consolidated Statements of Operations for lhe years ended December 3 1 I 2009, 2008 and 2007 are 

I ncome/(Expense): 
Interest income 
Foreign exchange gains (losses)(a) 
AFUDC equity 
Deferred returns 
Impairments of available-for-sale securities @) 

Other 

Total 

For the years ended December 31, 

2009 2008 2007 
( in mi l l ions) 

s 77 $ 130 s 192 
23 (20) 14 

153 148 69 
(15) 

11 
- (7) ( 1  1) 

(13) - 
-...-._II) ~ 

38 

S284 - $232 S 271 - 
(a) 
(b) 

23. Subsequent Events 

contingencies and variable interest entities, see Notes 4, 12. 16 and 21. respectively. 

Primarily relates to International Energy's remeasurement of certain cash and debt balances into the functional currency 
See Note 10 for additional information 

For information on subsequent events related to regulatory matters, investments in unconsolidated affiliates and related party transacttons. commitments and 

In January 2010. Duke Energy announced plans to offer a voluntary severance plan to approximalely 8.750 eligible employees As this is a voluntary plan, all 
severance benefits offered under this plan are considered special termination benefits under GAAP Special ternwatton benefits are measured upon employee 
acceptance and recorded immediately absent a significant retention period I f  a significant retention period exists. the cost of the spectal terminatton benefits are 
recorded ratably over the remaining service periods of the affected employees The window for employees lo request to voluntarily end their employment under this 
plan opened on February 3, 2010 and closed on February 24. 2010 for approximately 8.400 eligible employees For employees affected by the consolidation of Duke 
Energy's corporate functions in Charlotte, North Carolina, as discussed further below. the window will close March 3 1 ,  2010 Duke Energy currently estimates 
severance payments associated with this voluntary plan, based on employees' requests to voluntarily end their employment received through February 24. 2010, of 
approximately S130 million However, until management of Duke Energy approves the requests. I{ reserves !he righl to reject any request to volunteer based on 
business needs andlor excessive participation 

In addition. in January 2010, Duke Energy announced that i t  will consolidate certain corporate office functions resulting in transitioning over the next two years of 
approximately 350 positions from ils offices in the Midwest to its corporate headquarters in Charlotte. North Carolina Employees who do ,not relocate have the option 
to elect to participate in the voluntary plan discussed above. find a regional position 
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within Duke Energy or remain with Duke Energy through a transition period, at which time a reduced severance benefit would be paid under Duke Energy's ongoing 
severance plan. Management cannot currently estimate the costs, if any, of severance benefits which will be paid to its employees due to this office consolidation. 

Additionally, Duke Energy believes that it is possible that the voluntary severance plan may trigger seltlement accounting or curtailment accounting with respect 
to its pension and other post-retirement benefit plans. At this time, managemenl is unable to determine Ihe likelihood that setllement or curtailment accounting will be 
triggered 

24. Quarterly Financial Data (Unaudited) 

First  Second Third Four th  
Quarter Quarter Quarter Quarter Total 

2009 
Operating revenues 
Operating income 
Net income attribulable to Duke Energy Corporation 
Earnings per share: 

B a d a )  
Diluted@) 

2008 
Operating revenues 
Operating income 
Income before extraordinary items 
Net income attribulable lo Duke Energy Corporation 
Earnings per share (before extraordinary items): 

Basic(") 
DilutedIa) 

Earnings per share: 
Basic@) 
Diluted(=) 

$ 3,312 
681 
344 

$ 0.27 
$ 0 2 7  

$ 3,337 
751 
465 
465 

5 0.37 
5 0.37 

$ 0.37 
$ 0.37 

(In millions, except per share data) 

$ 2,913 
528 
276 

$ 0 2 1  
$ 0.21 

$ 3,229 
683 
35 1 
35 1 

$ 0 2 8  
$ 0 2 8  

$ 0.28 
$ 0 2 8  

5 3,396 
445 
109 

5 0 0 8  
$ 0 0 8  

$ 3,508 
577 
215 
215 

$ 0 17 
$ 0 17 

$ 0.17 
$ 0 1 7  

S 3,110 
595 
346 

S 0 2 6  
S 0 2 6  

S 3,133 
500 
260 
331 

s 0 2 1  
s 021 

S 0 2 6  
S 0 2 6  

$ 12,731 
2,249 
1,075 

5 0 83 
$ 0 8 3  

5 13,207 
2.51 1 
1,291 
1,362 

$ 1 0 3  
$ 1 0 2  

$ 1.08 
$ 1 0 7  

(a) Quarterly EPS amounts are mean1 to be stand-alone calculations and are not always additive to full-year amount due to rounding 

During the first quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring item: an approximate $33 million charge associated with 
performance guarantees issued on behalf of Crescent (see Note 17). 

During Ihe second quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring ilem: an approximale $33 million charge associated with 
an adverse ruling on prior year's lransmission fees in Brazil (see Nole 16) 

During the third quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring items: an approximate $371 million non-cash goodwill 
impairment charge relaled to the non-regulaled Midwest generation reporting unit to write-down the value of the goodwill to the estimated fair value (see Note 1 I ) :  and an 
approximate 542 million of pre-tax impairment charges related to certain generating assets in the Midwest to write-down the value of these assets lo their estimated fair 
value (see Note 11) 

During the fourth quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring item: an approximate $1 8 million pre-tax impairment 
charge to write-down lhe carrying value of International Energy's investment in Atliki (see Note 12) 

DlJring the first quarter of 2008, Duke Energy recorded the following unusual or infrequently occurring item: Duke Energy's proportionate share of impairment 
charges recorded by Crescent. which amounted to a pre-tax charge of approximately $1 1 million (see Note 72) 

During the second quarter of 2008, Duke Energy recorded the following unusual or infrequently occurring items: Duke Energy's proportionate share of impairment 
charges recorded by Crescenl, which amounted to a pre-tax charge of approximately $1 13 million (see Note 12): an approximate $23 million pre-tax gain related to the 
sale of Erownsville (see Note 13); and an approximate 54 million charge related to other-than-temporary impairment of inveslments in auction rate securities (see Note 
10) 

During Ihe third quarter of 2008, Duke Energy recorded the following unusual or infrequently occurring items: Duke Energy's proportionate share of impairment 
charges recorded by Crescent, which amounted to a pre-tax charge of approximately S1 14 million (see Note 12): and an approximate $82 million pre-tax impairment 
charge related lo emission allowances (see Note 11) 

During the fourth quarler of 2008, Duke Energy recorded Ihe following unusual or infrequenlly occurring item: an approximale $67 niillion afler-tax (approxlmalely 
S 103 million pre-tax) extraordinary gain related lo the reapplicalion of regulatory accounling lrealnienl Io certain operations 01 Commercial Power (see Nole 1) 
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Years Ended December 31, 

2009 2008 2007 

- $  15 ~ ~ _ _ _  - $  ”_ $ 
~ I _ - - I _ _ . ~  

Operating Revenues 

operating (Loss) Income (1) 4 16 
Equity in Earnings of Subsidiaries 1,095 1,275 1,42 1 
Other Income and Expenses, net 9 (8) 52 
Interest Expense 99 42 23 

Income Before Income Taxes 1,004 1,229 1,466 

Income From Continuing Operations 1,063 1,279 1,522 

Income Before Extraordinary items 1,075 1,295 1,500 

-------I 

Operating Expenses 1 (4 ) (1) 

- 
Income Tax Benefit (59) (50) (56) 

Income (Loss) From Discontinued Operations, net of tax 12 16 (22) 

Extraordinary Items, net of tax 
Net Income $ 1,075 $ 1,362 $ 1,500 

67 

Common Stock Data 

Earnings per share (fram continuing operations) 

Basic 

Diluted 

Earnings (loss) per share (from discontinued operations) 

Basic 

Diluted 

Earnings per share (before extraordinary items) 

Basic 

Diluted 

Earnings per share (from extraordinary items) 

Basic 

Diluted 

Earnings per share 

Basic 

Diluted 

Dividends per share 

Weighted-average shares outstanding 

Basic 

Diluted 

0.82 $ 

0.82 $ 

0.01 $ 

0.01 $ 

0.83 $ 

0.83 $ 

- $  

- $  

0.83 $ 

0.83 $ 

094 $ 

1,293 

1,294 

1.01 $ 

1.01 $ 

0.02 $ 

0.01 $ 

1.03 $ 

1.02 $ 

0.05 $ 

0.05 $ 

1.08 $ 

1.07 $ 

0.90 $ 

1,265 

1,267 

121 

1.20 

119 

118 

119 

118 

0 86 

1,260 

1,265 
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SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

December 31, 
2009 2008 - 

ASSETS 
Current Assets 
Cash and cash equivalents $ 365 $ 5 
Short-term investments 5 
Receivables 1,240 894 
Other 55 175 

Total current assets 1,660 1,079 
Investments and Other Assets 
Notes receivable 450 450 
Investment in consolidated subsidiaries 23,361 21,814 

1,099 1,106 
Total investments and other assets 24,910 23,370 

Total Assets $ 26,570 $ 24.449 

-- 

Other __.___.- 

1.IABIL.ITIES AND ECllJlN 
Current Liabi l i t ies 

264 Notes payable and commercial paper 
Taxes accrued 27 
Other 71 92 

173 485 
Long-term Debt 2,971 1,224 

Other Long-Term Liabil it ies 

Other 

Commitments and Contingencies 
Common Stockholders' Equi ty 
Common Stock, $0,001 par value, 2 billion shares authorized; 1,309 million and 1,272 million shares outstanding at December 31, 

Additional paid-in capital 20,661 20.106 
Retained earnings 1,460 1,607 
Accumulated other comprehensive loss (372) (726) 

Total  Liabil it ies and Common Stockholders' Equity $ 26,570 $ 24,449 

Accounts payable $ 102 $ 102 

. . ~  ___. Total current liabilities 

Deferred income taxes 175 35 
1,501 1.717 .-..-_-I - ~ ~ -  

Tolal other long-term liabilities 1,676 1,752 I 

2009 and December 31, 2008, respectively 1 1 

Total common stockholders' equity 21,750 20,988 
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CONDENSED STATEMENTS OF CASH FLOWS 
(In millions) 

SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

Years Ended December 31, 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income 
Adjustments to reconcile net income to net cash (used in) provided by operating activities 

Net cash (used in) provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchases of available-for-sale securities 
Proceeds from sales and maturilies of available-for-sale securities 
Investment in wholly-owned subsidiary 
Notes receivable from affiliates, net 
Other 

Net cash (used in) provided by investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from Ihe: 

Issuance of long-term debt 
Issuance of common stock relaled to employee benefit plans 

Notes payable and commercial paper 
Dividends paid 
Other 

Net cash provided by (used in) financing activities 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at  beginning of per iod 
Cash and cash equivalents at end of per iod 

2009 

$ 1,075 
(1,002) 

15 
783 

360 

$ 365 

2008 2007 

$ 1,362 $ 1,500 
(748) (1,164) 

336 614 ---_- 

77 1 
133 
112 

(1.143) 
27 

(100) 
___I_.___ 

(20) 
25 

$ 5 $ 25 
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1. Basis of Presentation 

the merger conditions issued by various state commissions in connection with Duke Energy's merger with Cinergy Corp (Cinergy) in April 2006, there are restrictions 
on Duke Energy's ability to obtain funds from certain of its subsidiaries through dividends, loans or advances. For further information, see Note 4 to the Consolidated 
Financial Statements, "Regulatory Matters." Accordingly, these condensed financial statements have been prepared on a parent-only basis. Under this parent-only 
presentation. Duke Energy's investments in its consolidated subsidiaries are presented under the equity method of accounting In accordance with Rule 12-04 of 
Regulation S-X, these parent-only financial statements do not include all of the information and foolnoles required by Generally Accepled Accounting Principles (GAAP) 
in the United States (U S.) for annual financial statements Because these parent-only financial statements and notes do not include all of the information and 
footnotes required by GAAP in the U.S for annual financial statements, these parent-only financial statements and other information included should be read in 
conjunction with Duke Energy's audited Consolidated Financial Statements contained within Part 11, Item 8 of this Form 10-K for the year ended December 31, 2009 

Duke Energy Corporation (Duke Energy) is a holding company that conducts substantially all of its business operations through its subsidiaries. As specified in 

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

2. Debt 

Summary of Debt and Related Terms 

Weighted- December 31, 
Average 

Rate Year Due 2009 2008 
-- ~- 

(in mil l ions) 

Unsecured debt 4 9 %  2012-2019 $ 2,521 $ 774 
Commercial paper(=) 0.4% 450 714 
Total debt 2,971 1,488 

$ 2,971 $1,224 Total long-term debt 

(a) 

-- 
Short-term notes payable and commercial paper - (264) -- 

Includes $450 million as of both December 31, 2009 and 2008 that was classified as Long-term Debt on the Consolidated Balance Sheets due to the existence of 
long-term credit facilities which back-stop these commercial paper balances, along with Duke Energy's ability and intent to refinance these balances on a long-term 
basts The weighted-average days to malurily was 14 days as of December 31, 2009 and 10 days as of December 31. 2008 

At December 31, 2009, Duke Energy has guaranteed approximately $2 4 billion of debt issued by Duke Energy Carolinas. LLC, one of Duke Energy's wholly- 
owned operating subsidiaries. 

In August 2009, Duke Energy issued $1 billion principal amount of senior notes. of which $500 million carry a lixed interest rate of 3.95% and mature 
Seplember 15, 2014 and $500 million carry a fixed interest rate of 5.05% and mature September 15, 2019 Proceeds lrom the issuance were used to redeem 
commercial paper, to fund capital expenditures in Duke Energy's unregulated businesses in the 11 S and for general corporate purposes 

In JanlJary 2009, Duke Energy issued 5750 million principal amount of 6.30% senior notes due February 1, 2014 Proceeds from the issuance were used to 
redeem commercial paper and for general corporate purposes 

In September 2008, Duke Energy borrowed approximately $274 million under its master credit facility and that amount remained outstanding as of December 31, 
2009 For additional information on Duke Energy's master credit facility, see Note 15 to the Consolidated Financial Statements. 'Debt and Credit Facilities.' The loans 
under the master credit facility are revolving credit loans that currently bear interest at one-month LIBOR plus an applicable spread The loan for Duke Energy has a 
stated maturity of June 2012 

In June 2008, Duke Energy issued $500 million principal amount of senior notes, of which $250 million carry a fixed interest rate of 5.65% and mature June 15. 
2013 and S250 million carry a fixed interest rate of 6 25% and mature June 15. 2018 Proceeds from the issuance were used to redeem conlmercial paper, to fund 
capital expenditures in Duke Energy's unregulated businesses in the tJ S and for general corporate pilrposes 

Annual Maturities as of December 31, 2009 

( in mi l l ions) 

2010 
201 1 
2012 
2013 
2014 
Thereafter 
Total long-term debt, including current maturities 

- $ - 
274 
249 

1,249 
1,199 

$ 2,971 
-- 
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3. Commitments and Contingencies 

Duke Energy and its subsidiaries are a party to litigation, environmental and other matters For further information. see Note 16 to the Consolidated Financial 
Statements, "Commitments and Contingencies " 

Duke Energy has various financial and performance guarantees and indemnifications which are issued in the normal course of business. These contracts include 
performance guarantees. stand-by letters of credit, debt guarantees, surety bonds and indemnifications. Duke Energy enters into these arrangements to facilitate 
commercial transactions with third parties by enhancing the value of the transaction to the third party The maximum potential amount of future payments Duke Energy 
could have been required to make under these guarantees as of December 31, 2009 was approximately $4.3 billion Of this amount, approximately $4.1 billion relates 
to guarantees of wholly-owned consolidated entities. including debt issued by Duke Energy Carolinas discussed above, and less than wholly-owned consolidaled 
entities Tfie majority of these guarantees expire at various times between 2009 and 2033, with the remaining performance guarantees having no contractual expiration 
See Note 17 to the Consolidated Financial Statements, "Guarantees and Indemnifications." for further discussion of guarantees issued on behalf of unconsolidated 
affiliates and third parties 

4. Related Party Transactions 

Balances due to or due from related parties included in the Balance Sheets as of December 31, 2009 and 2008 are as follows: 

December 31, 

2009 2008 
Assets (Liabilities) 

(in mi l l ions) 

Current assets due from affiliated companies(a)(b) 
Current liabilities due to affiliated companies(c) 
Non-current liabilities due to affiliated companies(d) 

$ 7 8  $ 8 

$(766) $ (766) 
$(101) $ (100) 

(a) Balance excludes assets or liabilities associated with money pool arrangements, which are discussed below. 
(b) The balances at December 31, 2009 and 2008 are classified as Receivables on the Balance Sheets. 
(c) The balances at December 31, 2009 and 2008 are classified as AcCOlJntS Payable on the Balance Sheets. 
(d) The balances at December 31, 2009 and 2008 are classified as Other within Other Long-Term Liabilities on the Balance Sheets 

During 2007, Duke Energy began providing support to certain subsidiaries for their short-term borrowing needs through participation in a money pool arrangement 
Under this arrangement, certain subsidiaries with short-term funds may provide short-term loans to affiliates participating under this arrangement Additionally, Duke 
Energy provides loans to subsidiaries through the money pool, but is not permitted to borrow funds through the money pool arrangement Duke Energy had receivables 
of approximately $1,135 million and $863 million as of December 31, 2009 and 2008, respectively, classified within Receivables in the accompanying Balance Sheets. 
Additionally, Duke Energy had money pool-related receivables of $450 niillion classified as Notes Receivable within Investments and Other Assets on Ihe Balance 
Sheets as of both December 31, 2009 and 2008 The $272 million increase in money pool receivables during 2009 and the $765 million increase during 2008 are 
reflected as Notes Receivable from Affiliates, net within Net Cash ( k e d  in) Provided by Investing Activilies on the Condensed Statements of Cash Flows. In 
conjunction with the money pool arrangement, Duke Energy recorded interest income of approximately $12 million, $23 million and $16 million in 2009, 2008 and 2007, 
respectively, which is included in Other Income and Expenses, net on the Condensed Statements of Operations. 

Duke Energy also provides funding to and sweeps cash from subsidiaries l l ial do not participate in Ihe money pool For these subsidlaries, the cash is used in 01 

generated from their operations, capital expenditures, debt payments and other activities Amounts funded or received are carried as open accounts as either 
Investments and Advances to Consolidated Subsidiaries or as Other Non-Current Liabilities and do not bear interest These amounts are included within Net Cash 
(IJsed in) Provided by Operating Activities on the Condensed Statements of Cash Flows 

Additionally, Duke Energy recorded $1 million of interest expense in 2007 associated with credit support provided to a subsidiary, which is included in Interest 
Expense on Ihe Condensed Statements of Operations. 

During the years ended December 31, 2009 and 2007, Duke Energy contributed approximately $250 million and $204 million, respectively. of capital to its wholly- 
owned subsidiary, Cinergy Corp Additionally, Duke Energy received dividends from Cinergy Corp of $200 million in 2008 and $135 million in 2007, which are reflected 
within Net Cash (Used in) Provided by Operating Activities on the Condensed Statements of Cash Flows 
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DUKE ENERGY CORPORATION 
SCHEDULE ICVALUATION AND QUALIFYING ACCOUNTS AND REVERSE 

Balance at 
Beg inn ing  
of Period 

December 3 I ,  2009: 
Injuries and damages 
Allowance for doubtful accounts 
Otherlb) 

December 31, 2008: 
Injuries and damages 
Allowance for doubtful accounts 
Other”) 

December 31, 2007: 
Injuries and damages 
Allowance for doubtful accounts 
Other(b) 

$ 1,035 
42 

555 
$ 1,632 

$ 1,086 
67 

623 
5 1.776 

$ 1.184 
94 

1.105 
$ 2,383 

Additions: 

Charged to  
Charged t o  Other 

Expense Accounts 

(In mil l ions) 

$ -  s -  
23 9 
52 24 

$ 75 s 33 

$ -  s -  

137 36 

$ 171 $ 36 

$ 5 ti 16 
37 7 
98 109 

$ 140 $ 132 

- 34 
-- 

Deductions(”) 

$ 51 
26 

235 
$ 312 

$ 51 
59 

24 1 
$ 35 1 

$ 119 
71 

689 
$ 879 

-..- 

Balance at 
End of 
Per iod 

$ 984 
48 

396 
$ 1.428 

$ 1,035 
42 

555 
$ 1,632 

- 

- 
$ 1.086 

67 
623 

$ 1,776 

(a) 

(b) 

Principally cash payments and reserve reversals. For 2007, this also includes the effects of amounts included in the spin-off of Spectra Energy Corp (Spectra 
Energy) on January 2, 2007. 
Principally nuclear property insurance reserves at Duke Energy Carolinas, insurance reserves at Bison Insurance Company Limiled (Bison) and other reserves, 
included in Other within Current Liabilities or Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

The valuation and reserve amounts above do not include unrecognized tax benefits amounts or deferred tax asset valuation allowance amounts 
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PART II 

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 

None 

Item 9A. Controls and Procedures. 

Disclosure Controls and Procedures 

reports it files or submits under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and reported, within the time periods 
specified by the Securities and Exchange Commission's (SEC) rules and forms 

disclosed by Duke Energy in the reports it files or submits under the Exchange Act is accumulated and communicated to management, including the Chief Executive 
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure 

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy has evaluated 
the effectiveness of its disclosure controls and procedures (as such term is defined in Rule 13a-t5(e) and 15d-l5(e) under the Exchange Act) as of December 31, 
2009, and, based upon this evaluation. the Chief Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective in 
providing reasonable assurance of compliance. 

Changes in Internal Control  over Financial Report ing 
Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy has evaluated 

changes in internal control over financial reporting (as such term is defined in Rules 13a-I5(f) and 15d-t5(f) under the Exchange Act) that occurred during the fiscal 
quarter ended December 31, 2009 and, other than the fourth quarter system changes described below, have concluded that no change has materially affected, or is 
reasonably likely to materially affect, internal control over financial reporting. 

During the fourth quarter of 2009, Duke Energy implemented a new Enterprise Asset Management system used for asset management, work management and 
supply chain functions for its Midwest and corporate operations Additionally, tho Southeast operations implemented a new system for online customer billing and 
payment. These system changes are a result of an evaluation of the previous systems and related processes to support evolving operational needs, and are not the 
result of any identified deficiencies in the previous systems. Duke Energy reviewed the implementation effort as well as the impact on Duke Energy's internal control 
over financial reporting and where appropriate. made changes to internal controls over financial reporting to address these system changes 

Management's Annual  Report On Internal Control  Over Financial Report ing 
Duke Energy's management is responsible for establishing and maintaining an adequate system of internal control over financial reporting. as such term is 

defined in Exchange Act Rules 13a-I5(f) and 15d-l5(f) Our internal control system was designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes, in accordance with generally accepted accounting principles in the United States Because 
of inherent limitations. internal control over financial reporting may not prevent or detect misstatements. Also projections of any evaluation of effectiveness to future 
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with policies and procedures 
may deteriorate 

control over financial reporting as of December 31. 2009 based on the framework in lnfernaf Confro!-lnfegrafed Framework issued by the Committee of Sponsoring 
Organizations of lhe Treadway Commission Based on that evaluation, management concluded that our internal control over financial reporting was effective as of 
December 31, 2009 

over financial reporting 

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by Duke Energy in the 

Disclosure conlrols and prOCedlJreS include, without limitation, controls and procedures designed Io provide reasonable assurance that information required to be 

Duke Energy's management, InCltJding our Chief Executive Officer and Chief Financial Officer, has conducted an evaluation of the effectiveness of our inlernal 

Deloitte 8 Touche LLP our independent registered public accounting firm. has issued an attestation report on the effectiveness of Duke Energy's internal control 
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Item 10. Directors, Executive Officers and Corporate Governance. 

reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual meeting of shareholders. 

Item 11. Executive Compensation. 

shareholders. 

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters. 

Reference to "Executive Officers of Duke Energy" is included in "Item 1, Business" of this report Informalion in response to this itern is incorporated by 

Information in response to this item is incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual meeting of 

Information in response lo this item is incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual meeting of 
shareholders 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

shareholders 

Item 14. Principal Accounting Fees and Services. 

shareholders 

Information in response to this item is incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual meeting of 

Information in response to this item is incorporated by reference to Duke Energy's Proxy Statement relating to Duke Energy's 2010 annual meeting of 
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PART IV 

Item 15. Exhibits, Financial Statement Schedules. 

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

Duke Energy Corporation: 

Consolidated Financial Statements 

Consolidated Statements of Operations for the Years Ended December 31. 2009, 2008 and 2007 

Consolidated Balance Sheets as of December 31, 2009 and 2008 

Consolidated Statements of Cash Flows for the Years Ended December 31, 2009, 2008 and 2007 

Consolidated Statements of Equity and Comprehensive Income for the Years ended December 3 1 ,  2009, 2008 and 2007 

Notes to the Consolidated Financial Statements 

Quarterly Financial Data, as revised (unaudited, included in Note 24 to the Consolidated Financial Statements) 

Consolidated Financial Statement Schedule I-Condensed Parent Company Financial Information for the Years Ended December 31, 2009, 2008 and 2007 

Consolidated Financial Statement Schedule Il-Valuation and Qualifying Accounts and Reserves for the Years Ended December 31, 2009, 2008 and 2007 

Reporl of Independent Registered Public Accounting Firm 

(b) Exhibits-See Exhibit Index immediately following the signature page. 
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SIGNATURES 

Pursuant to the requirements o f  Section 13 or  15(d) o f  the Securit ies Exchange Act of 1934, the registrant has duly caused this report  to be  signed on  
i t s  behalf b y  the  undersigned, thereunto duly authorized. 

Date: February 26, 2010 

DUKE ENERGY CORPORATION 
(Registrant) 

By :  Is/ JAMES E. ROGERS - 
James E. Rogers 

Chairman, President and 
Chief Executive Officer 

Pursuant to the requirements of the Securit ies Exchange Act of 1934, th is report has been signed below b y  the fol lowing persons on  behalf of the 
registrant and in the capacities and on  the date indicated. 

(i) James E. Rogers' 

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

(ii) Is/ Lynn J. Good 

Group Executive and Chief Financial Officer (Principal Financial Officer) 

(iii) Steven K. Young' 

Senior Vice President and Controller (Principal Accounting Officer) 

(iv) William Barnet. Ill' 

Director 

G. Alex Bernhardt, Sr.' 

Director 

Michael G Browning' 

Director 

Daniel R. DiMicco' 

Director 

John H Forsgren' 

Director 

AnnM Gray' 

Director 

James H. Hance. Jr * 

Director 

E James Reinsch' 

Director 

James T. Rhodes' 

Director 

Philip R Sharp' 

Director 

Dudley S Taft' 

Director 

Date: February 26. 2010 

Lynn J Good, by signing her name hereto. does hereby sign this document on behalf of the registrant and on behalf of each of the above-named persons 
previously indicated by asterisk pursuant to a power of attorney duly executed by the registrant and such persons. filed with the Securities and Exchange Commission 
as an exhibit hereto. 

BY  I s /  LYNN J. GOOD 
Attorney-In-Fact 
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EXHIBIT INDEX 

Exhibits filed herewith are designated by an asterisk (') All exhibits not so designated are incorporated by reference to a prior filing. as indicated Items 
constituting management contracts or compensatory plans or arrangements are designated by a double asterisk (") Portions of the exhibit designated by a triple 
asterisk (**') have been omitted and filed separately with the Securities and Exchange Commission pursuant to a request for confidential treatment pursuant to Rule 
24b-2 under the Securities and Exchange Act of 1934 

Exhibi t  
Number 

2 1  

2 2  

3 1  

3 2  

10 1 

1 0 1  1 

10 2" 

10 2 1" 

10 2 2" 

10 2 3" 

10 3" 

t a  4- 

10 5" 

10 6" 

10 7.' 

10 8" 

10 9" 

10 10 

Agreement and Plan of Merger, dated as of May 8. 2005, as amended as of July 1 1 ,  2005, as of October 3, 2005 and as of March 30, 2006. by and among 
the registrant, Duke Energy Corporation, Cinergy Corp , Deer Acquisition Corp , and Cougar Acquisition Corp. (filed with Form 8-K of Duke Energy 
Corporation, File No. 1-32853, April 4, 2006, as Exhibit 2-1). 

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

Amended and restated Certificate of Incorporation (filed with the Form 8-K of Duke Energy Corporation, File No. 1-32853, April 4, 2006, as Exhibit 3-1) 

Amended and Restated By-Laws of registrant (filed with the Form 8-K of Duke Energy Corporation. File No. 1-32853. March 3, 2008, as Exhibit 3 1) 

Purchase and Sale Agreement dated as of January 8,2006, by and among Duke Energy Americas, LLC, and LSP Bay II Harbor Holding, LLC (filed with 
the Form 10-Q of the registrant for the quarter ended March 31. 2006, File No. 1-32853. as Exhibit 10 2). 

Amendment to Purchase and Sale Agreement, dated as of May 4, 2006, by and among Duke Energy Americas, LLC, LS Power Generation, LLC (formerly 
known as LSP Bay II Harbor Holding, LLC), LSP Gen Finance Co, LLC. LSP South Bay Holdings, LLC, LSP Oakland Holdings, LLC, and LSP Morro Bay 
Holdings, LLC ((filed with the Form 10-Q of the registrant for the quarter ended March 31, 2006, File No. 1-32853. as Exhibit 10 2.1) 

Directors' Charitable Giving Program (filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31, 1992. File No 1-4928. as 
Exhibit 10-P). 

Amendment to Directors' Charitable Giving Program dated June 18, 1997 (filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended 
December 31, 2003, File No. 1-4928, as Exhibit 10-1.1). 

Amendment to Directors' Charitable Giving Program dated July 28, 1997 (filed with Form 10-K of Duke Energy Carolinas; LLC for the year ended 
December 31, 2003, File No. 1-4928. as Exhibit 10-12). 

Amendment lo Directors' Charitable Giving Program dated February 18, 1998 (filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended 
December 31, 2003, File No 1-4928, as Exhibit 10-1.3) 

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

Duke Energy Corporation Executive Shod-Term Incentive Plan (filed as Exhibit 2 to Schedule 14A of Duke Energy Carolinas, LLC, March 28, 2003, File 
No. 1-4928). 

Duke Energy Corporation Executive Savings Plan, as amended and restated (filed with Form 8-K of Duke Energy Corporation, October 31, 2007. Fite No 
1-32853. as Exhibit 10 1). 

Non-Qualified Option Agreement dated as of November 17, 2003 pursuant to Duke Energy Corporation 1998 Long-Term Incentive Plan, by and between 
Duke Energy Corporation and Paul M Anderson (filed with Form 10-K of Duke Energy Carolinas, LLC for the year ended December 31. 2004, File No 1 
4928, as Exhibit 10- 18.4) 

Form of Phantom Slock Award Agreement dated February 28, 2005, pursuant to Duke Energy Corporation 1998 Long-Term Incentive Plan by and between 
Duke Energy Corporation and each of Fred J Fowler, David L. Hauser, Jimmy W Mogg and Ruth G Shaw (filed with the Form 8-K of Duke Energy 
Carolinas, LLC, File No 1-4928, February 28, 2005, as Exhibit 10-2). 

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

Form of Phantom Stock Award Agreemenl dated as of May 12, 2005, pursuant to Duke Energy Corporation 1998 Long-Term Incentive Plan by and between 
Duke Energy Corporation and nonemployee directors (filed in Form 8-K of Duke Energy Carolinas, LLC, May 17, 2005, Fite No 1-4928. as Exhibit 10-1) 

Form of Phantom Stock Award Agreement (filed with Form 8-K of Duke Energy Corporalion. File No 1-32853. April 4, 2006 as Exhibit 10 1) 
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Exhibi t  
Number 

1011 

10 12" 

10 12 1" 

10 12 2" 

10 13" 

10 14 

10 15 

10 16" 

10 17" 

10 18 

10 19 

10 19 1 

10 20" 

IO 21 

10 22 

1022 1 

10 22 2 

1 0 2 2 3  

10 22 4 

10 23 

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

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

Performance Award Agreement between Duke Energy Corporation and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of Duke Energy 
Corporation, File No. 1-32853. April 6. 2006. as Exhibit 10 2). 

Phantom Stock Grant Agreement belween Duke Energy Corporation and James E. Rogers, dated April 4, 2006 (filed with Form 8-K of Duke Energy 
Corporation, File No 1-32853, April 6 ,  2006, as Exhibit 10.3). 

Form Phantom Stock Award Agreement and Election to Defer (filed with Form 8-K of Duke Energy Corporation, File No 1-32853. May 16, 2006, as Exhibit 
10 1) 

Agreements wilh Piedmont Electric Membership Corporation, Rutherford Electric Membership Corporation and Blue Ridge Electric Membership Corporation to 
provide wholesale electricily and related power scheduling services from September 1, 2006 through December 31. 2021 (filed with the Form 10-Q of Duke 
Energy Corporation for the quarter ended June 30, 2006, File No 1-32853, as Exhibit 10.15) 

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

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

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

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

Fifteenth Supplemental Indenlure, daled as of April 3, 2006, among the registrant, Duke Energy and JPMorgan Chase Bank, N A. (as successor to 
Guaranty Trust Company of New York), as trustee (the "Trustee"), supplementing the Senior Indenture, dated as of September 1 ,  1998. between Duke 
Energy Carolinas, LLC (formerly Duke Energy Corporation) and the Trustee (filed with the Form IO-Q of Duke Energy Corporation for the quarter ended 
June 30, 2006, File No 1-32853, as Exhibil 10.1). 

Stock Option Grant Agreement between Duke Energy Corporation and James E. Rogers, dated April 4, 2006 (filed with Form 8 - K  of Duke Energy 
Corporation. File No. 1-32853. April 6 ,  2006, as Exhibil 10.4). 

Duke Energy Corporation 2006 Long-Term Incentive Plan (filed with Form 8-K of Duke Energy Corporation, File No. 1-32853, October 27, 2006, as Exhibit 

Tax Matters Agreement, daled as of December 13, 2006. by and between Duke Energy Corporation and Spectra Energy Corp (filed with Form 8-K of Duke 
Energy Corporation, File No 1-32853. December 15, 2006, as Exhibit 10.1). 

Transition Services Agreement. dated as of December 13, 2006, by and between Duke Energy Corporation and Spectra Energy Corp (filed with Form 8 - K  
of Duke Energy CorporaUon, File No 1-32853. December 15, 2006, as Exhibit 10 2). 

Amendment No 1 lo the Transition Services Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and Speclra Energy 
Corp (filed in Form 10-0 of Duke Energy Corporation for the quarter ended March 31, 2007, File No. 1-32853, as Exhibit 10 4). 

Amendment No 2 to the Transition Services Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and Speclra Energy 
Corp (filed in Form 10-Q of Duke Energy Corporation for the quarler ended March 31, 2007, File No 1-32853, as Exhibil 10 5) 

Amendment No 3 to the Transition Services Agreement, dated as of December 13, 2006, by and between Duke Energy Corporation and Spectra Energy 
Corp. (filed in Form 10-0 of Duke Energy Corporation for Ihe quarter ended June 30, 2007, File No 1-32853. as Exhibit 10 3) 

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

Employee Matters Agreement, dated as of December 13. 2006, by and between Duke Energy Corporation and Spectra Energy Corp (filed wilh 

10.2) 

10.1) 
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Exhibi t  
Number 

10 24 

10 25" 

10 26" 

10 27" 

10 28 

10 28 1 

10 29*' 

10 30" 

10 31 

1031 1 

10 32 

10 33'' 

10 34" 

10.35 

10 36" 

10 37" 

10 38 

Form 8-K of Duke Energy Corporation, File No. 1-32853. December 15, 2006, as Exhibit 10.3) 

First Amendment to Employee Matters Agreement, dated as of September 28. 2007 (filed in Form 10-Q of Duke Energy Corporalion for the quarter ended 
September 30, 2007, File No 1-32853. as Exhibit 10 3) 

Duke Energy Corporalion Directors' Savings Plan I B II. as amended and restaled (filed with Form 8-K of Duke Energy Corporation, dated October 31, 
2007, File No 1-4298. as Exhibit 10 2) 

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

Form of Performance Share Award Agreement (filed in Form 8-K of Duke Energy Corporation, March 8, 2007, File No. 1-32853, as item 10.02). 

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

Amendment No 1 to the Separation and Distribution Agreement. dated as of December 13, 2006, by and between Duke Energy Corporation and Spectra 
Energy Corp (filed in Form 10-0 of Duke Energy Corporation for the quarter ended March 31, 2007, File No. 1-32853, as Exhibit 10 3). 

Amendment to the Duke Energy Corporation 1998 Long-Term Incentive Plan, effeclive as of February 27. 2007, by and between Duke Energy Corporation 
and Spectra Energy Corp. (filed in Form 10-0 of Duke Energy Corporation for the quarter ended March 31, 2007, File No. 1-32853, as Exhibit 10 6). 

Amendment to the Duke Energy Corporation 2006 Long-Term Incentive Plan, effective as of February 27, 2007, by and between Duke Energy Corporalion 
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FIRST AMFNDED AND RESTATED 

ENGINEERING AND CONS1 RUCTION AGREEMENT 

This FIRST AMENDED AND RFSTATl-L> ENGINEERING AND CONSTRUCTION AGREEMENT (the “Agreement”) IS entered Into as of 
tlie 21 st (lay of Decenibei, 2009 (thc “Antendmcnt Date”), between DUKE ENERGY CAROLINAS, LLC, a North Carolina limited liability 
company ha\ iiig i ts  piincipal place of busincss in Chailotte, Noith Carolina ( “Owner”), and SHAW NORTH CAROLINA, INC , a North Caiolina 
coipor‘ition ha\ iiig i t s  pi incipa! p l ~ c e  of business i n  Charlotte, North Caiolina ( “Contractor” and, togethei with Ownei, collectively the “Parties” 
and individually a “Party”) 

RECITALS 

WHEREAS, Owner and Contractor are parties to that certain Engineei.ing and Construction Agreement, dated as of May 5, 2008 (the 
“Original Agreement”), puisuaiit to which Owner engaged Contractor to design, engineer, construct and commission a new nominally rated 620 
MW combustion turbine conibincd cycle clecti ic power plant at tlie Buck Geneiating Facility (the “ Facility”) in Rowan County, North Caiolina, 
which will consist of (i) two combustion tui bine generators, (ii) two natulal circulation, duct fired, heat recovery steani generators and (iii) one reheat 
condensing steam tuibine generator (the “Project”); 

WIIERFAS, the Original Agreement provided for *** and schcdule finalization process whereby the Parties agreed to update and refine various 
ternis and conditions, including *** and schetlule u p  ond to the ***; 

WHEREAS, pursuant to t ha t  lettcr dated iis of October 21 ,  200s and prior to the completion of the **#:, Owner directed Contiactor to 
suspcnd pcrrormaiice of the Work under the 01 iginal Agreement, subject to thc continuation and conipletion of certain Work i n  progress and otlier 
Site activities specified thciein; 

WHEREAS, puisuant to t h a t  cc i ta in  L.iniitcd Noticc to Piocecd. dated as of lune 25, 2009 (the “ June 2009 Limited Notice to Proceed”), 
Owner granted Contractor a liniitcci autliorization to ( i )  proceed with Site preparation activities, (ii) resuiiie all design and engineering iictivities 
relating to the Pioject, ( i i i )  continue pcrloiming liniited proculcment activities and (iv) ***; 

WHEREAS, i n  connection with thc issuancc of the lune 2009 Limited Notice to Pi-oceed, the Pal ties agreed to inake certain aincndincnts and 
iiiodificntions to tlic Original Agieenicnt, including changes to the manner i n  wliicli certain ***, i n  each case, as further desci ibed in  that cei tain 
Change Order issued on Junc 25, 2009 (the “June 2009 Change 01 der”); 

WHEREAS, as of tlie Anicndnient Date. the Palties Iiavc updated and finalized the *** as set forth herein; and 

WHEREAS, tlie Parties I ieieto desii-e to amend and iestated the Original Agieenient i n  the manner set foith herein in  older to ieflect the 
finalization oftliose tcriiis and conditions subject to updating and refinement through ***, incorporate the changes set forth in  the June 2009 
Change 
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Oidcr, modily t h e  scope of Woik to eliiiiiii.ite tlic simple-cycle pli‘ise-in, m d  tlie otliei changes set loitli lieiein, 

NOW, THEREFORE. in constdei ation of tlic iLcit;ils. t l i e  mutual piomlses liercin and other good and valuable considetation, the receipt and 
sutficicncy of wliicli tlie P;irties ;iclaiowlcdgc. tlie Pal ties. iiitcndlng to be legally bound, stipulate and agiee as follows 

1 DEFINITIONS 

Tlic followiiig capitalizcd woids arid plirascs uscd in this Agrccmcnt shall h a w  tlic following mcanings unlcss otlieiwise notcd: 

“Affiliate” sliall nicilii, with respcct to any Pel-son, any other Person that. directly or indirectly, through one or more intermediaries, 
Controls, is Controlled by. or i s  uiidei common Coiitiol with such first Person at such time. where “Control” shall mean (a) the possession, directly 
or indirectly, of‘tlic power to direct or cause tlic diicction ofiiirinagemeiit and policies of a Person, whetliei tlirougli the ownership of voting 
securities, as a trustee or executor. by coiitract or credit arrangcment, 01 otlienvise, or (b) the ownership, directly or indirectly, of fifty percent 
(50’s) oi niore of tlie equity iiiteiest i n  a Pelson 

“Agreenient” shall liiive tlie incaning set foitli i n  tlic first paingraph above and shall include all Exhibits and all Amendments hereto (including 
to tlie extent applicable, all Change Oideis) 

“Amendment Date” sliall have tlie meaning set fni-tli i n  the  first paragraph of this Agreeiiient 

“Baseline Budget” shall mean a bleakdown of‘ the 4 : L +  as of‘ tlic Amciidiiient Date, broken down in tiine-phased increments (based upon the 
activitics to bc complctcd by Contmctoi i n  accoidancc with tlic Basclinc Schcdulc), with sucli ***  oiganizcd i n  a Work Breakdown Structuie (WBS) 
wliicli allocates such costs to discrete scopes of Woi-k and other specific tasks, including tlie Key Contractor Schedule Milestones, as sucli budget may 
be ievised, amendcd. updated or otheiwisc modilicd by Cliaiige Oidei-s iii tlie inaiiiicr set forth liciein 

-?;hL shall iiiean tlie projected cash flow plan as of tlic Amcndinciit Datc, allocated on a month by month basis, for tlie anticipated cash flow 
amounts to be paid each iiionth by Owner to Contiactoi foi the Woik to be completed by Contractor i n  accotdance with tlie Baseline Schedule, as 
such plan may be rcvised. mended.  updated or otlieiwisc modified by C1i;nigc Ordeis i n  the iniiiiiiei set fot th liercin The Parties lieieto hereby 
acknowledge and agiee that tlie *** shall be identical to [lie Cash 1-low I’lan iii eflcct as 0 1  the Amendment Date 

“Baseline Schedule” sliall mean a netwoik-bascd detailed Levcl 111 CPM sclictlule depicting tlie critical path as of tlie Amendiiieiit Date, 
including the Key Contractor Sclictlule Milestones, for completion 01 thc Work. as such schedule may be ievised. amended, updated or otlienvise 
modified by Change Ortleis i n  tlie mannci set fot t l i  lieiein The Parties liereto Iiereby acknowledge and agice that tlie Baseline Scliedule shall be 
deiived fkom, and consistent in all respccts with, the Sclicdule i n  effect as of the Amendment Date 

“Business Day” shall iiiciiii cvcry Day othw than Satui day, Sunday 01- a Icgal holiday recognized by the State 
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“Change” shall Iiave the meaning set foi.tli i n  Section S. I 

“Cliange in Law” sliall meiin a change to ;I L n w ,  or a cliaiige i n  t l ie binding inteipretatioii 01 application of  a Law aftei  tlie Effective Date 
that results i n  an increase i n  * * *  101 Contractor to perfoim tlie Work. wliicli increase in  *:h* Contractor would not liave incurred but for this 
Agreement; provided, however, that ;I ”Change i n  Law” sliiill not include any change to a Law that  is enacted by any Government Authority prior to 
tlie Effective Date but: by its terms, does not come into effect until aftci tlie E,ffective Date 

“Change Order” sliall Iiave the  meaning set loit11 i n  Section X 3 

“Commissioning” shall iiicaii the activities required to be conducted by Coiitiactoi pursuaiit to tlie teinis of this Agreement in older to bring 
the Facility froin a11 inactive condition, wlien coiistixctioti is essentially coniplctc, to a state where tlie Facility is ready for tlie coinineticemeiit of 
operation, including pl.e-coiiimissioninp, start-up, individual system and integrated, functional verification and synchronization of all equipment 
within tlie Facility. 

“Confidential Information’’ sliall mean, with respect to any Paity, all written, verbal, electionic and other information and documents such 
Paity piovides 01 iiialtes available to tlie otlier Party relating i n  any way to rliis Agreement wliicli are marked as being “Proprietary” to such Party at  
tlie time or disclosure. or for verbal information reduced to a writing and mai-lted 01 designated as being “Proprietary” to a such Party witliin seven 
(7)  Days after sucli verbal disclosure “Confidentinl InToimation” sliall not include any Documentation or any otlicr information that: (a) was already 
ltnown to tlie otliei Paity at tlie time i t  was disclosed by sucli Pal-ty; (b) was available to tlie public at the time i t  was disclosed by such Party; 
( e )  becomes available to the public alier being disclosed by such Party through no wrongful act of. 01- breach of this Agiecnient by, the other Party; 
(d) is received by the othei Paity witlioiit irstiiction as to use 01 disclosuie lioin a third party; or (e) is independently developed by the other Party 
without benefit of any disclosure of infoi ination by such Pni ty 

“Contract Price” shall iiiean +*+ 

“Contractor” slirill Iiave tlie meaning set forth i n  tlic liist paragiapli above and sliiill include iespective S L I C C ~ S S O I S  and peimitted assigns 

“Contractor Default” shall have [lie meaning set lorth i n  Section 23.2 

“Contractor Perinits” sliall have the rne:ining set for tli iii Scctiori 3.2  1 

  contractor'^ Project Manager’’ shall mean the Person ivlioiii Contractor designates in Exhibit F to issue and receive communications on 
Contiactor’s behalf under this Agiecmcnt 

“Contractor’s Site Representative” shall iiiciiii tlic Pcison wlioiii Coiitiactoi designates i i i  15sliibit F to represent Coirtiactoi at tlie Site 

“Cost Comparison Report” sliall iiieciii eitlici-, as tlie context may rcquii-e: 
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(a) a ieport foi a apecilied peiiod wliicli cornpales 

(b) a repoit for a specified period wlucli cornpales tlie * * *  5ucli datc against thc ***? 

111 each case, * I  * togetlier with evidence reasonably iequiied in oidei to, Ownei to * * *  

’ * duiiiig 5UCI1 p e i ~ o d  against **‘ lo1 such peltoti. Including a ble:lltdo\vn 0 1  ** ’, or 

**.e 

“Day” shall mean a calendar day. including Satuidays, Sundays. and holidays 

“Defects” shall have tlie nieaning set foitli i i i  Section 13.4 

% % *  

“Design Docunicnts” shall have the meaning set lorth in Section 3.6 

“Dispute” shall have tlie mcaniiig set forth i n  Section 28. I 

“Documentation” shall iiican such matcrials i n  piintcd 01’ clccrronic Torinat that ale or ale to lie dclivcicd liercundcr or otliciwisc agreed by 
tlie Parties to be delivered by Contractor to Owner, including Design Docunients, specifications (iiicluding the Specitications), sclietlules (including the 

Schedule). sclieniatics, drawings (including Final Completion “as built” dl.awings i n  accordance with Section 19.1 a s  specified i i i  Exliibit A-3), 
blueprints, memoranda, letters, notes, isometrics, computer 111 ogi anis and software, [low charts, logic diagrams, grnplis, studies, system dcscriplions, 
lists, charts, diagrams, standards, criteria, assulnptions. nicasuremcnts, procetlures (including tlie Testing Proccdure), iiistructioiis, reports, test data 
and results, analyses, calculations, ioi iiiuliis. computations, plans, enipir ical and other cor1 elations, models. nionuals (including solt\va~e nianwls and 
O&M Manuals) and training iiiateiials to be provided i l l  accordance with Exhibit A-I, Attachment I .  t h a t  a c  necessaiy for Llie design, 
Commissioning, operation, niaintenance, modification 01 decommissioning of tlie Facility 

“Effective Date” shall nieaii May 5. 200R, which is the dare of execution by Owner and Contfi~ctor 01 the O~iginal  Agreement 

“Electrical Output” sliall mean tlie net elcctiicnl poww, as measured at the high side of tlie main step-up tiansforinel, that is produced by tllc 
Facility in kilowatts (kW) duiing tlie I’erfoiinance Testing, at tllc test specificd opciating conditions, mid c o ~ - ~ e c t e d  to tlic base peifoiiiiance 
conditions set lorth herein and in Exl~ibit A-2 

+ % *  

“Equipment” shall ineaii any and all m:itei id, structure, buildings, apparatus, ctpipnient, spiiie parts, hardware, goods, tools, supplies, and 
other personal property, all as intentled to bcconic a Iierliiiliient pair ot the Facility, tliat Contlactor tui-nishcs. 01 is required to furiiisli, l iereunder i n  
accordance with this Agreernent, including the Specilicntioiis. 01 otlieiwise l‘or tlic Facility “Equipment” inclutlcs all of tlie I‘oiegoing itenis tlmt 
Contractor furnishes Ihiougli 3 Subcontractor For (lie pui IIOSES of this Agiecmcnt, "Equipment" slid1 not includc any Owncr Equipiiicni 

“Equipincnt Warranty Period” shall liave tlic ineaning set foi  th  i n  Section 13.2 
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“Facility” sliall liave the meaning set foitli i n  tlie Recitals 

* * *  

“Final Completion” shall mean t ha t  the Facility sliall have acliieved all of the conditions set forth i n  Section 10.7 

“Final Completion Date” shall mean tlie date on which Final Completiori of tlie Facility occurs 

“Final Payment Invoice” shall Iiave tlie meaning set foitli i n  Section 7.6. 

“Force Majeure” sliall mean an unroreseeable event or cause that is beyond tlie rcasonable control of a Party. including by way of example, 
but not limited to: 

(a) acts of God, war, riots, insui I cction, tcrioi ism, icbcllion, floods, liuri icancs, tornadoes, c a ~  tliqualtcs, lightning, Ixindcniic, cpidcmics, and 
otlier natural calamities; 

(b) explosions or files; 

(c) strikes, locl~outs, or other labor disputes, but excluding strikes, lockouts or work stoppages involving only employees of Conti actor: 

(d) a Change i i i  Law, but only to tlie extent sucli Cliaiige i n  Law delays a Party 0 1  increases its cost, as demonstrated by credible evidence, i n  its 
~~erforniance of its obligations under this Agreement; 

(e) actions or inactions of any Goveiniiient Autlioi ity; and 

(I )  delays in obtaining goods 01 sciviccs from any Subcontiactoi, caused by thc occurrcncc of any FOICC Majcuic cvcnt; 

provided. Ilowever. that an event 01 cause sliall not bc an event of Force Majeuie unless it: (i) directly impacts tlie W o ~ k  under this Agreement. 
(ii) is not attiibutable to an act or omission of. including 3 bleach of this Agiccnient by, sticli P a ~ t y ,  01 its employees. ol l ice~s.  agents or 
Subcontiactors, unless sucli act or omission is itself a result of Force Majeule, and (iii) cannot be cuxd,  remedied, avoided, offset, 01- otlieiwise 
overcome by tlie prompt exercise of reasonable diligence by sucli Party ( 0 1  any Peison o v e ~  wliom sucli Party Iias control) For tlie avoidance o f  
doubt, “Force Majeure” shall not include (A) c1i;niges i n  general economic conditions such as inflation. interest iates 01 otlici factors oTgencl-nl 
application, mid Contiiictor shall not be entitlcd to equitable relief tlierefor, and (B) Ownci’s inability to 111ec1 any of its paynient obligations for 
nhatever reason wlien due, and Owner sliall not be excused froni sucli obligation 

“Full Notice to Proceed” shall mean tlic \vi itten notice that O\vner gives to Contractor fully authorizing Contiactor to proceed with tlic 
IVoi k lieieunder Tlie Parties I ieieto lieieby acknowlcdgc 
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” ... . . . .. . . ... 

and agree that this executed Agreement sliall constitute tlie issuance by Owner of tlie Full  Notice to Piocecd \villi respect to tlie Work to bc 
completed by Contiactor liereunder 

“Government Authority” sliall incan any federal, state, county, city, locol, municipal, foleign 01 otlier government 01 qliasi-govelliInental 
authority or any department. agency, subdivision, court or other tribunal of any of the foregoing. 

“Government Approvals” shall mean all pel mils, licenses, aut1101 izations. consents, decrees, waiveis, privileges and appi ovals fiom and 
filings with any Govcrnincnt Authoi ity required for 01 niatcrial to the dcvclopmcnt, financing, ownciship, construction, ope1 ation 01 niiiiiiteninicc of 
tlie Facility i n  accordance with this Agreement, including tlie CPCN and otlier work permits, enviroii~iieiital permits. licenses nrid constnlction 
permits. 

“Gross Negligence” shall iiieaii a conscious and voluntary disregaid of tlie need to use reasonable caic, wliicli is likely to  cause foreseeable 
grave injury or liariii to persons, property or both 

“Guaranteed Substantial Completion Date” shall nieaii tlie date of q’4’* (as siich date may be adjusted by Change Order) 

“Guaranteed Final Completion Date” sliall iiie;tn tlie date of *** (as such date may be adjusted by Change Oitler). 

LLGuaraiitor” shall incan *** 

“ H ~ Z ~ I - ~ O I I S  Materials” sliall iiiean substances defined as “Iiaznrtlous substances” pursuant to Section I01 ( 1  4)  Compielicnsivc Environ~neiital 
Response, Compensation and L.iability Act 01’ 1980, as amended by the Supei fund Amendiiients and Renutlioiization Act of 1986 (42 LJ S C Sections 
9601 e t a ) ;  those substances defined as ”hazardous waste” pursuant to Section 1004(5) oftlie Resource, Conselvation and Recoveiy Act (42 U S C 
Section 6901 et=); tliose substances designated as a “hazardous substance” pursuant to Section 3 I 1  (11 )(2)(A) 01- as a ”toxic pollutant” pursuant to 
Section 307(a)( 1 )  o f  tlie Clean Water Act (33 U S C Sections 1251 et seq ); those substances defined as “hazardous n1:iteIials” pursumt to 
Section 103 of tlie Hazardous Materials Tiansportation Act (49) U S.C Sections 1801 am.); those substances iegulated as a “cliemical substance 01 

mixtui-e” or as an “iiiiiiiiiiently liazaidous cliemicol substance or mixture” pursuant to Section 6 01 7 oftlie Toxic Substances Control Act ( I  5 IJ S C 
Sections 2601 e t a ) ;  tliosc substances dclined as “ c ~ ~ i t a ~ i i i ~ i a ~ i t s ”  pursuant to Section 1401 of the  Sale Diinking W a t c ~  Act (42 U.S C Sections 
3001 et seq ), if p icsent  i n  excess of peimissible levels; those substances regultttcd pursuant to tlie Oil Pollution Act o f  1990 (33 U S C Scctions 2701 
- et  a ); those substances delilied as a “pesticide” pursuant to Section 2(u) of tlie Federal Insecticide, Fungicide, and Rodenticide Act as amended by 
tlie Fedeial Eiiviionmental Pesticide Contiol Act of‘ 1972 and by the Federal Pesticide Act of 1978 (7 U.S C. Sections 136 et=.): tliose substances 
defined as  ”toxic riiaterials” or “liarmful physical agents” pursu:uit to Section 6 of the Occupational Safety and  Health Act (29 U S C Section 65 I et 

); those substances defined as  “liazardous a i r  pollutants” pursuant to Section I 12(a)(6), or “regulated substance” pursuant to Section I 12(a)(2)(R) 
of the Clean Air Act (42 U S C Sections 7401 e t a ) ;  those substances defined as “cxtremely ltazardous substances” pwsuant to Section 302(a)(2) of 
the Emergency I’lanniiig Sr Commtiiiity Riglit-to-Know Act of 19S6 (42 U S C Sections 1 I001 ax); and those other Ilazardous substanccs, 
liazai dous \vastes. toxic pollutaiits, liazardous matei ials. clieinical substances 01 tnixtuies, imininently hazardous cliemical 
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. .. . . .. .. . . . .. ... . . .. .. .. .. . . . . . . . . ... . . . . . . .  

substances or mixtuies, cotitaminants, pesticides, by-pi oduct materials, toxic niaterials. liarinfiil physical agents. air pollutants. I cgulntetl substances, 
or cxtrcmcly hazardous substanccs dctincd i n  any icgulations pioiiiulgatcd puisuant to any of tlic foi,cgoing cnvironnicntal Laws, and all otlicr 
contaminants, toxins, pollutants, hazardous substances. substances, materials aiid contaminants, polluted, toxic and Iiazai-dous inaterials. the use. 
disposition, possession or contiol of wliicli is regulated by one 01 inoic Laws 

“Heat Rate” shall mcan tlie tcst calculated net heat ratc i i i  BRl/ltW-Iir i n  HHV for the Facility dtwing tlie Pcifoimance Testing at the tcst 
specified operating conditions and corrected to tlie base perfoi-mance conditions set forth i n  Exhibit A-2 

“Insolvent” shall mean, with respect to either Party, tliat sucli Party becomes insolvent, or fails geneially io pay its debts as they become due, 
or admits i n  writing its inability to p:iy its debts as tlicy becoine due, or makes a general assignment foi the benefit of creditois; coininences any case, 
pioceediiig or other action seeking ireorganization, ariangeinent, adjustment, liquidation, dissolution 01’ composition of  itself 01 its debts or assets, 01 

adopts an arrangement with creditors. under aiiy bankruptcy, moratorium, rearrangement, insolvency, reorganization or similar law of the United 
States 01 any state tlieieof for tlie reliefofcieditois or affecting tlie lights 01 remedies of creditors generally 

“June 2009 Change Order” sliall have the nieaning set foitli in the Recitals 

* * *  

“June 2009 Limited Notice to Proeecd” sholl have the meaning set forth i n  the Recitals 

“Key Contractor Schedule Milestone” sIia11 iiicaii a Milestone set forth in  Exhibit B tliat is identified as a “Key Contractor Sclietlule 
Milestone ” 

“Laws” shall iiieaii, at aiiy date of dctermiiiatioii. all statutes, laws, codes, oidinances, orders, judgments, decrees, injunctions, licenses. rules. 
permits, approvals, agreements. and regulations. including all applicable codes, standaids, 1111cs aiid regulations of tlie State, i n  effect on such date. 
including all Goveiiiiiieiit Appio~als 

“Lien” sliall memi any licii. inortgagc, plcdge, cncumbrance, cliarge, security interest, defect in  title, 01- otlier claim filed or asscrted i i i  

connection with the Pioject by 01 tlirougli Contiacior. a Subcontiactoi or any otlier third party under h e  contlol 01 supelvision of Contiactor 01 

m y  Subcontractoi against tlic Facility, thc Site, tlic Equipincnt, tlic Owncr Equipment or any otlicl structurc or cquiprncnt at  Oic Site 

* * *  

“Limited Notice to Proceed” sliall me:ni :I wiitten notice tliiit Owiicr gives to Contractor authorizing Contractor to proceed with the Work 
hereunder i n  a limited iiiaiiiiei 

“Major Subcontractor” sliall iiieati any Subcontiactoi wlio is engaged by Contractor: ( i )  to pcifoi in any Seivices 01 pi ovide any Equipiiient 
that exceeds or is expected to cxcced. i n  the aggregate with all prioi provision of Services or Equipment by tliat Subcontractor, $***; or (ii) tliat. 
altliougli iioi csceediiig S * * *  i n  r l ic  aggregatc for Fquipincnt 01 Seiuiccs. is performing Services o r  providing Equipiiient tliat is expressly listed iii tlic 
table attaclied l ie ieto as Exhibit 6 - 2  
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“Make Right Pertormance Guarantees” shall mean those Performance Guarantees designated as such in Exhibit A-2 for which the 
payment of a Perfoi.iiiance L.iquidatet1 damage as a remedy shall not be an option for Contractoi, which shall include the Permitted Emission Limits 

“Mechanical Completion” s h a l l  iiicaii that the Facility shall have achieved all of tlie conditions set forth in Section 10.2 

“Milestone” shall mean an event or series o f  events i n  tlie execution of the Work as set forth i n  Exhibit B 

“Minimum Performance Guarantees” shall nican; tlie acliievemcnt by the *** under the performance conditions set forth i n  Exhibit A-2 
of (a) a *** not exceeding *** of tlie applicable Performance Guarantees (or *** BTUkW-hr I-IMV), and (b) an *** not less than *‘i;* of the 
applicable Performance Guaiantees (or ***  kW) (both of‘which are achievcci while niceting the Pel-mitted Emission L.irnits). 

* * *  shall have the meaning sct forth in Section 7.5(a). 

w** Payment Invoice” ~lial l  have the meaning set forth i n  Section 7.2(al  

“Monthly Progress and Cost Report” shall have tlie meaning set forth i n  Section 3.22(cr  

“OSrM Manuals” shall mean those manuals prepaied by Subcoiitractois I elating to tlie operation or maintenance of tlie Equipment pi-ovided 
by such Subcontractor 

“Original Agreement” shall have the meaning set forth i n  the Recitals 

‘’OSHA” shall have the meaning set forth i n  Section 24.2 

“OSHA Standards” shall liave the meaning set foith i i i  Section 24.2(b) 

“Owner” shall have the meaning sct forth in thc first pai,agiapli abo\x and shall include its succcssors and assigns 

*** sliall mean the ***, includiiig specifically tlie ibllowing itenis: 

(a) *** and features fiom the *+*: 

(b) ***; 

(c) * * *  f I O l l l  the ***; and 

(d) *** 
“Owner Equipment Contracis” shall nic;in, collectively, * * *  and any other contract exectitctl between Ownei and a thiid-party supplier o f  

equipment, including the Owncr Fquipnient, for tlie Project, :IS each contract may be updated and amended fro111 time to time 

“Owner Permits” shall have tlic nieaniiig set ioitli in Section 4.3 
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“Owner’s Project Directoi ” shall mean the Person that Owner designates i n  writing to i w i e  dnd rccclve colimiunlcatlons on 0wnc1’s beliall 
under this Agreement 

“Performance Guarantees” shall incan tlic acliicvcincnt by *** undcr tlic appl~cdblc pclfolniclncc conditions sct forth in Exlilblt A-2 of 
(a) a ** not exceeding *** and (b) an *** not less tlian ** ItW (both ot which arc dclileved while meeting tlic Pernirtted Emission Limit.;) 

shall ineaii (a) ***  pcr each *** nieasured as * * *  ovei the applicable * * *  for * * *  and (b) *** per each kW undcr the applicable * * *  for 
***  

*** shall mean, as of any date of deteimination, a n  amount equal to the *:I* and *** as of such date 

“Performance Testing” shall mean the tests, conducted in accordance with tliis Agreenient, including the Testing Procedures, by which 
Contractor dernonsttates that the Facility meets, Tot Substantial Cornpletion, tlie Minimum Pel formance Gualantees, or for Final Completion. the 
Performalice Guarantees 

“Permitted Emission Limits” shall nieaii those specific emission limits for each regulated pollutant set forth in the Buck Station Title V 
Pet init Modification dated October 15, 2008 issued by tlie North Carolina Department of Enviroiinient and Natural Resouiccs (NCDENR) Division 
of Air Quality authorizing the construction and operation of thc Facility and which spccifics tlic methods of nicasurciiicnt, iccordation, and 
compliance and which are designated as such and set forth in Exhibit A-2. 

“Person” shall mean any individual, company, corporation, partnership, joint venture. association. joint stock company, limited liability 
company, trust, estate, unincorporated organization, Governinent Authority 01 otlicr entity having legal capacity 

***  

“Prime Interest Rate” shall mean, as o f a  particular date, tlie prime late of interest as published on that date ii i  The lVall S/rw/Jororrnl,  and 
genetally defined therein as “the base ratc on corporate loans posted by at least 75% of tlie nat ion’s 30 largest banlts ” If The CVcrll Slice/ Jorrrrinlis 
not published oii a date foi which the interest ratc must be deteiniined, the prime intercst rate shall bc the piinie rate p~iblislicd i i i  T/ie ll’lrll SIr-wl 

Jour-rial on the nearest-preceding date on which The CVcJ// S/r eel .lour rirrlwas published If T / I ~  IJ’o// S/r CY/ ./our /IO/ discontinues publishing ;I prime rate, 
the piirne interest rate shall be tlie prime rate announced publicly fioin time to time by Bank ol‘hiieiica, N A ol’its successor 

* * *  

“Progress Meetings” sliall have the meaning set forth i i i  Section 3.22(dl  

“Project” sliall have tlie meaning set forth i n  the Recitals 

“Project Baseline” shall nieaii the anticipated costs to bc incuiied by Contiactor i n  ordei to complete tlie Piojeci (01 any portion of the 
Project), tlie schedule upon wliich Cootlactor is projected to coniplete the Piqjcct (or any poi tion of the Piojcct). arid the ~ C S O U I C ~ S  necessaly to 
complete the 
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Prqject (or any portion of the Project), and the detailed components thereof, i n  each case. as reflected i n  the Baseline Budget, the *‘k* and the 
Baseline Schedule 

“Project  Maiiageinent Review Package” shall incan a wiittcn iepoit prepared by Contractor cowling a specified reporting pcriod, which 
report shall include: (a) a schedule report detailing the progress of the Work against the Baseline Schedule through tlie end of tlie prcvious reporting 
pcriod, depicting critical path activities and a coinparison of the Key Contractor Schedule Milestones set foith in the B:iscline Schedule to the Key 
Contractor Schedule Milestones set forth i n  the up-to-date Schcdulc, together with a bricf critical path analysis with icspcct thcicto, (b) a statement 
of any significant issues which remain unresolved and Contractor’s recommendations for resolving tlie same, (c) all Key Project Statistics, (d) a 
statement of any signilicant Project risks which ieinain outstanding, (e) a description of (lie safety status of the Project, togetliei. with a graphical 
depiction of such status, (f) a sunitnary detailing the status of open PARS and a ivnning suinmaiy of all Change Orders issued 01 rcqucstcd undci thc 
Agreenient, (g) a table describing the quantity used by Contractor to complete the Work performed, (h) a summary detailing tlic status of all major 
purchase orders and subcontracts issued or signed by Contraclor with iespect to tlie Woik, (i) a suininaiy of any signilicant Pioject events which are 
scheduled or expected to occur during the following ***, c )  an engineering summary and composite performance graph, (k) a construction summary 
and composite performance graph, ( I )  turnover and commissioning status graph and (11) such other information as Owner may re;isonably request 011 

an as-needed basis. 

“Prudent  indus t ry  Practice” shall mean those practices, methods, equipment, specifications and standaids of safety anti pcrlbi niance, ;IS the 
same may change from time to time, as are commonly used, or are generally accepted, i i i  construction or operations of electric power generation 
facilities similar to the Facility, which in the exercise of reasonable judgment and in light ofthe facts known at tlie time the dccision was made, aftei 
due and diligent inquiiy, are considered good, safe and prudent practices in connection with the engineering, design, constiuction, comniissioning, 
testing, opeintion and maintenance of facilities similar to the Facility with commensurate standards of safety, peifoi niance, dependability, efficiency, 
and economy, and as are in accordance with generally accepted standards of professional care, skill. diligence, and compctcnce applicable to 
engincei ing, design, construction, commissioning, testing, operation, maintenance and constniction practices i n  tlic United States 

“Qual i ty  Assurance  Plan” shall liavc the meaning as sct foith i n  Scction 3.7 

* * *  

“Report ing Period” shall mean, with respect to any month, the period of time commencing on tlie E.flcctivc Date and cnding on tlic last day 
of Contractoi ’s reporting period (as determined i n  the ordinary course of business consistent with Continctor’s past practices) for such month 

“Sales ’ T z I s ~ ~  shall mean any current or future sales, use or siinilai tax imposed on Contractor, any Subcontractor or Owner with respcct to the 
Work by tlie State or any other Government Authority 

“Scl iedule” shall mean a network-based detailed L,evel I I  CPM schedule depicting the ciitical path, including the Key Coilti actor Schedule 
Milestones, for completion of the Work, as set foith i n  Exhibit €3, as modified oi~upclated fioni time to time i n  accoidance with rlie tci-ins of this 
Agrecmenl 
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“Scope of W’ork” shall niean all Work on tlie Project as set foith in Exhibit A-I 

“Screening Measures” shall mcan all applicable immigration cheeks (including compliance with the Imniigration Rcfimii Conti 01 Act of 
I986 and 1-9 reqoirements), drug and alcoliol tests i n  compliance with Owner’s Drug and Alcohol Testing Policy attaclied liereto as Exhibit J ,  a 
tetioi ist watch database search, a social security trace, criminal backgiound checks (including but not limited to checks for any felony convictions for 
tlic past scvcn ycais) and sucli otlicr screening nieasures as a rcasonably prudent employer would deem appropriatc; provided that, nothing shall 
require Contractor to perform any screening activities tliat violate tlie federal Fair Credit Reporting Act, Title VI1 of the Civil Rights Act of 1964 or 
any oiliei applicable Law 

“Services” sliall niean a11 laboi, transportation, packaging, storage, designing, drawing, engineering, demolition, Site PI  eparation, 
manufacturing, constiuction, commissioning, installation, testing, equipping, vel itlcation, training, procurement (whether procurement of 
Equipment, Documentation, licenses to intellectual property granted herein or otlierwise) and other work, services and actions (including pursuant 10 

any warranty obligations) to be performed by Contractoi under this Agreement *** (whether at tlie Site or otherwise) i n  connection with, or relating 
to, tlie Facility (or any coniponent thereof, including any Equipment and any Owner Equipment). “Services” includes (a) all of tlic foresoing itenis 
that Contractor provides tlirough a Subcontiactor and (11) tlie services that Contractor provides with respect to Owner Equipnienr pursuant to 
Section 3 .  I (a)( i i l  

“Services Warranty Period” shall have tlie meaning set foitli in Section 13.1 

“Site” shall incan tlie physical location as described in  Exhibit A-4 upon which Contractor shall construct tlie Facility and perfot ni relaled 
Work 

“Specificltions” shall nican tlic Facility specifications in Exhibit A-I 

* * *  sliall have the meaning set foi tli i n  Section 16.3 

“State” sliall mean tlie Statc ofNoitli Caiolina 

“Subcontractor” shall niean :I Person, including any vendor, materialinan or supplier, who has a contrxt  (wlieflier wi ittcn 01 01 al, a pulcliase 
oidei 01 otherwise) tvitli Continctoi or a contract with any Person liii,ed by Contractor or with a Peison ot’any lower tier to Contiactor ( e  g , :I 
second- or third-ticr subconiractor) to perform any of tlie Services or to furnish any Equipment, a t  the Site or elsewliere. 

“Substantial Coinpietion” shall niean that  tlie Facility shall have aeliicved all of the conditions set forth i n  Section 10.6 

“Substantial Completion Date” shall niean tlie date on wliicli Substantial Conipletion actually occiirs 

“Substantial Conipletion Punch List” shall mean tlie written list of items of Work (wliicli Contractoi  r re par-cs and with which Owria 
agices prior to Substantial Completion) that rrniain to be completed by Contractor after Substantial Completion but prior to Fiixil Conipletion and 
wliicli sliall iiot allect tlic snlety, icliahility, operability or nieclianical or electrical integi,ity 01 the Facility 
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Subs tan t ia l  Completioii Date” shall incan the date ot ***  (as such date may be adjusted by Change Order) 

* + *  

“ l a s e s ”  shall mean all prescnt and future license, documentation, recording and registration fees, all taxes (including income, gross receipts, 
unincoi~po~atcd business inconie, payioll. sales, use, privilege, personal property (tangible and intangible), real estate, excise and stanip taxes), levies, 
impoits, duties, asscssmciits, fees (customs or otherwise), charges and withholdings of any nature whatsoevei, and all penalties, fines, additions to tax, 
and interest imposed by any Govei niiient Authoi ity 

“Test ing Procedures”  shall mean those procedures prepared for the Performance Testing by Contractor in accordance with Exhibit A-2 and 
reasonably acceptable to Owner 

“Thi rd  Par ty  Claim” shall mean any claim, demand or cause of action of every kind and character by any Person other than Owner or 
Contiactor For the avoidance of doubt, a claim, demand or cause of action by ai l  cniploycc of Owner, or Contractor (unless made on bchalf of 
Owner or Contractor) shall be considered a Third Party Claim hereunder 

**4 

“ W a r r a n t y  Period” shall incan. as tlie context may require, the Services Warranty Period or the Equipment Warranty Period, as each may be 
extended from time to time with respect to any Service or Equipnient as provided i n  Section 13.3. 

“Woric” shall mean, as the co~itext inay require, either (a )  the Equipment and the Services or (b) the Equipment or the Services 

2 GENERAL PROVISIONS 

2 . 1  Intent of Contrnct Documents I t  is tlie intent of  tlie Parties that Contractor provide the Equipment and perform the Services and a11 of‘ its 
otlici obligations undei this Agiccnienl for tlie Contiact Piice. *** which shall not be increased, except in  accordance with Article 8 oi as otlieiwise 
expressly set forth hciein 

2 2 Iiidependent Contractor Contractor shall pel form and execute the provisions of this Agreement as an independent contractor to Owner and shall 
not i n  any icspcct be deemed or act, or hold itself out, as an agent of Owner for any purpose or reason whatsoever, except as coiite~nplatcd i n  
Section 3.Ifa)(iil 

2 3 Subcontracting; Aixxoved Suhcontiactois 

(a) The Paities have agreed upon thc list of appioved Subcontractors set foith in Exhibit G-l for the Services and Equipment listed in Exhibit 
- G-l Contractoi shall have tlie right to have that portion of the Services identified in Exhibit G-1 perfoiiiied by the approved Subcontiactor foi such 
Service. and the right to purchase Equipment identified in  Exhibit G-1 from the appioved Subcontractoi lor such Equipment Foi all Major 
Subcontiactors that arc listed in  iZuliibit G-l  and for the scope of Sciviccs and Equipment that are listed in Exhibit G-2, Contractor shall provide 
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Owner with xi opportunity to participate i n  Contractor’s bid pi-occss, including but not limited to, review of Contractor’s bid proposals, participation 
i n  vendor prc~ent~itioiis and meetings, review of proposed subcontractor’s bid responses, review and participation in Contractor’s technical and 
conimercial evalwtions of bid icsponses, and participation in  Contractor’s meetings to discuss bid selection In addition, not less than +*‘): prior to 
such time as Conti,tictoi desires to award 01- execute a subcontract with a proposed Major Subcontractor, Contractor shall provide uotice to Owner of 
such iiiteiitioii i f ,  prior to execution or  a subcontiact with sucli Major Subcontractor, Owner desires that Contractor engage an alternative Major 
Subcontiactor i n  lieu of the Majoi Subcontiactor that is picfeired by Contiactor, Owner shall consult in good faith with Contractor on the difference 
i n  value. if  any, bctwceii the bid price of tlie Majoi Subcontr~ctor desired by Owner aiid the Major Subcontractor preferred by Contractor, plus any 
additional impacts to Schedule 01 wai ranties attributable to selecting tlie alternative Major Subcontractor in  lieu of the pieferred Major Subcontractor 
I t  ticsiied by Ownci, Contiactoi sliall engage such alteinativc appioved Major Subcontiactor but shall be entitled to a Change Order fot the schedule, 
cost. wan-anty or other impacts in selecting the alternative Major Subcontractor 

(b) I f  Contiactoi desiies to engage a Subcontractor that is not identilied i n  Exhibit G-1 as a11 approved Subcontractor that will be providing 
Equipment or Scrviccs, tlicn Conti actoi shall providc Owncr with an oppoitunity to participate in Contractor’s bid pioccss, including but not limited 
to, review of Contractor’s bid proposals, participation i n  vendor piesentations and meetings, review of proposed subcontractor’s bid responses, 
review and paiticipation i n  Contl.rictor’s tecliiiical and commercial evaluations of bid iesponses, and participation in Contractor’s meetings to discuss 
bid sclcction Bcfotc Contractor enters into any contract with, or otlicraisc cngagcs, such Subcontractor to perforin such Services, Contractor shalt 
deliver to Owner for Owiicr’s review and approval (w) tlie iiaiiie of the Subcontractor that Contractor proposes to use in tlie performance of such on- 
Si te  Scivices, (x) a statcmciit i n  reasonable detail of tlie ieasons why the proposed Subcootiactor i s  preferred over any approved Subconti-actor, (y) a 
dcsci iption of any impacts to Schedulc, waiiaiitics, iiitcicoiincction with other Equipiiicnt or othciwisc attiibutablc to selecting the Subcontractor and 
( z )  the information (and any additional infoiniation ;is Owner may reasonably request) on which Contractor is basing its desire to engage such 
Subconti~actoi Owner shall have the I ight to icjcct any such Subcontiactoi; provided that Owner’s rejection shall be icasonable and shall occur within 
ten ( I  0) Business Days alter Contractor submits to Owner all o f the  infoiniation noted in clauses (w) through ( z )  above 

(c) Comacror sliall not allow any Subcontractor tl int  OWIICI rejects to perform any portion of  tlie Services. IJnless otherwise mutually agreed 
in \VI iting, no conti-actual relationship sliall exist betwecn Owner :itid ;my Subcontractor with respect to any of the Services or the Equipment 
Contractor shall be fully i,csponsiblc lor all acts. omissions, fiiilurcs and faults of nil Subcontractors as fully as if  they were the acts, omissions, failures 
aiid faults ot Contiactoi Tlie exercise of this riglit b y  Contiactot to subcontiact shall not i n  any way increase the costs, expenses or liabilities of 
Owner 

2 4 Assitninciit olSubcoiitiiicts All subcontiacts betwccn Contractor and its Subcontractois shall be in writing and shall, to the extent coniinercially 
leasonable, contain piovisions, wliicli Contiactoi shall not waive, telerise, modify or impaii (a) obligating each Subcontiactor that may ieceive access 
to any Owner Conlidenrial Inlormation, to protect such Owner Conlidcntial Information in  accordance with the provisioiis of this Agreement; (b) as 
applicable. sufficient to eiisurc tha t  Contiactot has tlie I ight to grant the intcllcctual pi operty licenses and assignments that are gianted to Owner 
liciciii; and (c) giving Coiitractoi an unicsti icicd iiglit IO assign tlic subcont~act and 
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all benefits, interests, lights inid causes 0 1  iiction aiising undei- i t  to Owner. an  Alliliate of Owner 01 an operatot of the Facility, as designated by 
Owner At tlie request of Owner, Conttactoi sIia11 ptovide Owner with copies o f a l l  warranties of each Subcontractor relating to any of the Work, and 
Contractoi shall comply with any request by Owiiei upoii the termination of this Agreement pursuant to Article 23 01 prior to the expiration o f  tlie 
Warranty Pel iod to assign tlic belielit ol’;iny Subcontractor wairaiity to Owner, an Affiliate of Owner or an opetatoi’ o f  tlie Facility, as designated by 
Owner; provided w. unless otlieiwisc agieed, Contractor sliall not be icquiied to assign any I iglits to claims that Contractor may have against such 
Subcontractor at  tlie time of the assignment of such benetit 

2 .5  Interpretation 

(a) I-leadinrs The titles and lieatlings i n  this Agreement are insei-ted for convenience only and shall not be used for the purposes of construing 
or inteipieting this A, wecmeiit. 

(b) References References to natural persons include Persons References to “Ai,ticles” and “Sections” are icferences to Articles and Sections o f  
this Agreement References to “Exhibits” are ieferences to tlie Exhibits attached to this Agreement, including all attachments to and documents and 
infoimation incorporated therein. and all Exhibits ale incorporated into this Agreement by refei-ence 

(c) Gendei. Wolds impoiting one gender include tlie other gender 

((I) Without Limitation Tlic woids “include” and “including” aic not woids of limitation :ind shall bc dcciiicd to be followcd by the words 
“without limitotion ” 

(e) Amendments. All relcrences in this Agreement to coiitiacts. agreements or other documents shall be deemed to mean those contracts, 
agreements or docuriients as the same may be iiiodilied, supplemen~cd or aiimided from tiwe IO time 

(f) Industrv Meaninqs Words ant1 abbreviations not otlienvise defined i n  this Agicement wliich liave well-known technical or design, engineering 
or consti uctioii industty meanings i n  tlie United States are used in  this Agreement i n  accordance with those recognized meanings. 

(g) Ariecmcnt I’rovisions including the wold “agree”, ”agreed” or “agreement.’ require tlie agreement to be iecoided i n  writing 

(11) W I  itten Piovisions including the wold ”wiittcn” oi “ i i i  wiiting” iiic:in hand-wiitten, type-written, piintecl 01 electronically made anti 
resulting i n  a pcrtiianent record 

(i) Draftincl, Neither Contractoi no1 Ownei sliall asseit or claim a presumption disl‘avoriiig the other by virtiic of tlie fact tha t  this Agreement 
was drafted pi imarily by legal counsel foi tlic other, and his Agiccmcnt shall bc construcd as i l  diaftcd Jointly by Owncr and Contractor and no 
presumption 01- burden of proof will arise tavoring or disfavoring any Pal-ty by virtue ot tlic autliorsliip of any of tlie provisions of this Agreement 

* :,: * 
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Z 6 Inclusion: Ordei olPrecedence I This Agieemcnt (excluding the Exhibits) and tlie Exhibits sh:ill be corisideied coiiiplemcnlaiy, and what is iequired 
by one shall  be binding as if requii.etf by all Tlie I’oitics shall atteiiipt to give eflcct to a11 piovisions The lnilure to list a requiremetit specifically in 
oiie document. once that requirement is specifically listed i i i  ;iiiotlier. slinll not imply the inapplicability of tliat requircnient, and Contractor shall 
piovide as pait of its obligations lieieundcr i t11 itcnis required to conlorni tlic Work to tlie Specilications and t l ie otliei- standards in this Agreement. In 
tlie event of ti conflict between this Agieeiiieiit (excluding (lie Exhibits) and tlie Exhibits, this Agrecinent (excluding tlie Exhibits) shall control and 
tlie conflicting pi.ovisioiis shall be intei 131 cted so as to accoid with the piovisions of this Agreement (excluding tlie Exhibits) Notwitlistanding tlie 
foregoing, conllicts icgaiding Scope of Work mattcis sliall be govcmcd by Exhibit A-1 Later dated miendments. Exhibits or Change Orders shall 
take precedence over earlier dated aiiiendments, E,xliibits or Change Ortlcis 

2 7 Days If a payment obligation falls due on a Day otliei tlian a Business Day, tlic obligation shall be deemed to be due on the next Business Day 

3 CONTRACTOR RESPONSlBlLTTlES 

3 1 Pel.formance of t1ic.Services: Coiiiiiieiiceiiieiit of Woik 

(a) Pel foriiiancc of the Services 

( i )  Scoae of Sei-vices for Worlc. W i t h  respect to all Woik, Contractoi sliiill diligently, duly and pioperly peiforiii and complete tlie 
Services in accordance with this Agicenieiit; procure, providc mid pay lor all itcins (other than Ownci- E,quipment) and serviccs necessary for 
the proper execution and coiiipletioti of the Scivices, wlictlier temporary or perinanelit and wlietliei- or iiot iiicorpoi ated or to be incorporated 
into the Facility, incluciing all procu~enient, dcsign and eiigiiieeiing services (except lor siicli scrvices foi tlic Owner Equipment), ;ill installation 
and construction services, administration, inanagement, tiaining (consistent with Exhibit A-1 , Attacliment I )  and coordination, all 
Coiiimissioiiing and vel ification services, and all laboi, Equipment. coiistnictioii aids, fui nisliings, equipment, supplies, iiisuiaiice (otliei tlian 
Owner insurance), permits (other than Owner Permits). licenses, irispcctions, sloragc and transpoi-fation, O&M Manuals, and all otlier items, 
facilities and services necessaiy to perrorrli o r  pi ovidc tlie Work and complete tlic Facility Contractoi shall dcsign, coiistruct and install tlie 
Equipiiieiit 011 an engiiieeriiig mid constiuctioii basis pur sunnt to th is Agicement. including pioviding a11 iiecessary civil, structufiil, meclianical, 
and electrical eiigjiieering services, all control equipment iicccssary lor the design. construction and operation of tlie Eqtiipmcnt, all 
iiitercoiiiicctioiis set lot tli iti tlie Specifications. and a11 cquipmcnt iiot spccifically described i n  tlie Spccilicatioiis (otlicr tlian Owiicr 
Equipment) which is custornaiy onel necessaiy to meet tlie iequi ie inents of the Specifications and tlie I’cifot mal i ce  Guarantecs Woik iiot 
specil‘ically delineated in this Section or clscwlikrc shall be perfoimed and piovided by Contractor to tlie csteiit custoiiiary nncl necessary to 
complete tlic Facility (otliei tlinn pr.ocuicmeiit, supply and pi ovisioii of Ownci Fquipinciit) in occoidance with Prudent Industiy Practices **+ 
Contractoi shall cxccutc tlic cntiic Sciviccs i i i  a iiiannci tliat will cnablc Contractoi to acliicvc Substantial Coinpiction by tlic Guaiantccd 
Substantial Completion Date ;inel Final Completion by tlic Guaranteed Final Comple~ion Date 
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(ii) Scope of Seivices Relatinc to Owner Euuirinieiit Owner sliall be I-cspoiisiblc for piocuiing, supplying and providing the Owner 
Equipiiicnt by tlic dates set forth i i i  tlic Sclicdulc Tlic Owner Equipment sIiaII be piovidcd pursuant to contiacts bctwccn Ownci and tlic 
suppliers ofsucli Owner Equipineiit (collectively, the "O~wel- Equipnient Contracts") Owner sliall provide Contractor with tlie relevant 
portions of tlic Owner Equipment Contract i n  older lor  Coiit~ictoi to pel foim its obligations undei tliis Section With respect to such Owner 
Equipinciit, the Partics Iicicby agicc as follows: 

(A )  Ownel liercby ~iutliorizcs Contractor to. and Contiactot liercby agices to. act :is Owner's agent for the puipose of generally 
administeiing the Ownci E,quipnient Contl.acts on belinlf of Ownei and assui ing compliancc by Owiici and suppliers with tlie terms 
thereof. Contractoi sliall perform such services in the niaiiiier tliat a ieasonably prudent contractor expcrienccd in the design and 
construction o l  combined cycle electi ic-genciatiiig facilities would pei roriii i f  SLICII contractoi. instead of Ownci, were a party to such 
Ownet Equipment Contiacts Such agency services shall include but shall not be limited to ievicwing clcsign documents, obtaining design 
interface and delivei-y schedule information, coordinating and expediting delivery of such Owner Equipiiient, diligently assei-ting Owner's 
rights, maintaining appiopi iate recoids, providing to Owiiei any notices delivei ed to Contiactor by tlie supplier of tlie Owner Equipment, 
regularly updatiiig Ownci witli rcspcct to tlic status of  tlic pci foriiiancc of  the supplicis of tlic Owner Equipiiicnt, assisting Owner i n  
pursuing available remedies against [lie suppliers of tlie Owner Equil~iieiit, iiicludiiig assistmice to Owner i n  tlie administration and 
coordination of warranty claims foi siicli Ownei Equipment and enfoiciiig the iepaii. icplaceiiieiit oi iefurbisliinent oi such Owner 
Equipment as necessary, coiisulting with Ownci with icspcct to any iiiatcrial issucs, attending mcctings and otliciwisc intci k i n g  with the 
suppliers of tlic Owner Equipment, and cariying out the directions of Owner, all as necessary i n  order to ciisure performance by tlic 
respective supplicis under tlie Owner Equipiiient Contracts i n  accordance with the ~ C I I ~ S  and contiition sei lortli i n  slicli Owner Equipiiiciit 
Contiacts Notwithstanding tlic f o i  cgoing, Cuiiti acto, slinll have no autliority to, and  sliall not, take any of tlic following actions undcr 
or with respect to the Owner Equipment Contracts absent prior direction fiom Owner: ( I  ) consent to any clionge order; ( 2 )  agree to or 
permit any ameiidment, modification, 01 supplciiicnt; ( 3 )  waive any of Ownei's rights oi tlie obligations of tlie supplieis of the Owner 
Equipment; ( 4 )  increase any of Owner's obligations 01 (lie I iglits of the supplicis of (lie Owner Equipment; ( 5 )  initiate or cooduct any 
litigation or otlier similai proceedings; (6) take any action that  would cause a default or bi-eacli by Owier  of nn Owner Equipment 
Contract; or ( 7 )  agree to or eoiiseiit to termination or suspensioii 0 1  woik 01 activities tlieieiiiider Owiiei sliall consult with Contmctor 
oii any performance or  schedule coiiceriis before making payments to tlic suppliers ol tlic Owncr Ec~uipiiiciit after tlie E,ffcctive Date 

(B) In  addition to tlie agency services set foitli i i i  Section 3,1(a)(ii)(A). Contractor sIia11 also provide timely icvicuz mid iesponse to 
all Ownci E,quilmciit designs. spccitications and di :wings, pi ovidc 311 on-sitc storagc and tiansporrntion, pi 01 idc on-sitc administration 
and coordination and ieasoiiable office space, provitle installation and integration services with respect to tlie Owiici Equipnient iii 

nccort1;incc with [lie Sciiedule. pcrl'orm inspections ol such Owner Equipnient. pci foriii a l l  iiistallatioii. cominissioniiig and Pci lbiinancc 
Testing foi. all  sucli Owner 
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Equipment, conduct quality surveillance and start-up of such Owner Equipment to the extent permitted under the Owner Equi~itiient 
Contracts, cooidinate training, provide Owner Equipment manuals, and provide other ielated seiviccs icasoriably nccessniy to install and 
intcrconncct such Owncr Equipment to the Equipment and the Facility as contcniplatcd by Contiactor’s Scopc of Woi k 

(C) For the avoidance of doubt, notwithstanding anything to the contrary, Contractor shall have no liability to Owner foi payment 
of any perforinance liquidated damages specified within the Owner Equipment Contracts foi any shortfall i n  the pel formance of such 
Owner Equipment (including failure to meet perforinance guarantees) or for the payment of any delay liquidated daniages specified within 
the Owner Equipinent Contracts for the late delivery of such Ownei Equipmciit Coiitractot sliall be entitled to a Change Older granting 
equitable iclicf from any impact 011 Contractor’s cost or schedule of pcrfoimancc uiidei this Agreement attributablc to a brcach by thc 
suppliers of the Owner Equipiiient of the terins of the Owner Equipment Contracts, except to the extent that sucli bi-each is causcd by 
Contractor failing to fiilfill  its obligations under this Agreement. 

(D) Owner and Contractor lieieby acknowledge that the Work is only a portion of the work required for the completion of the 
entire Project and that the successful and timely completion of the Project will require the good faith, prompt and C O U I ~ C O U S  

cooidination and collaboration among many contractois, subcontiactors and other Persons, including Owner and the supplieis of Owiici 
Equipment. Owner and Contractor also acknowledge that both parties are entering into this Agreement iii material reliance on the 
agieeinent by each other to piovide such good faith, prompt and courteous coordination and collabotation and to pel form thc Work i n  
accordance with the teiins and conditions set forth herein in order to achieve tlie successful and timely completion of the Projcct 

(b) Work Under Limited Notices to Proceed. From the Effective Date until the Amendment Date, Owner lias issued from time to time Limited 
Norices to Procecd for Coiitractor to perfoorm certain portions of the Work with iespect to the Facility as set forth i n  each such L h i t e d  Notice to 
Procccd Such poitions of thc Work have bccn performed for the piice and in the manner sct forth in each such Liniitcd Noticc to Procccd Each 
open Limited Notice to Pioceetl shall expire upon the earlier of (i) the date set forth in  such L.iinited Notice to  Proceed or (ii) the Aiiientlineiit Dntc 

(c) Work After Full Notice,to Proceed. The Pal ties liereto liercby acknowledge and agiee that this executed Agreement shall constitute the 
issuance by Owiiei of the Full Notice to Proceed with resliect to the Work to be completed by Contiactor hei,eunder Therefore, Contractoi herchy 
ieceives full autlioiizatioti to piovide tlie full scope of Woik iclating to the Project until such Work is completed unless this Agreenient is earlier 
teiniinatcd in accoidmce with Article 23. Contractor shall pel foini its obligations under this Agreement in accoidancc with [lic agiecd upon Sclicdule. 
as such Sclicdule may he modified or updated from time to time in accordance with the terms of this Agreement. 

3 2 Piofessional Standaids Contractoi shall perfoiiii and complete tlie Seivices and its other obligations undei this Agiccmcnt, and all Equipment 
shall be, i n  accoidance with all applicable Laws. this Agreeineiit and Prudent Industry Practices. In the event of any conflict bctwccii any 0 1  the 
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authorities ii i  the foicgoiiig sentence. all applicable Laws sliall coiitiol over tlic teriiis of this Agiecincnt aiid Ptudent liidustiy Piacticcs. : i d  tlic 
terms of this Agicciiicnt sliall c o n t w l  ovcr Piudciit Industry Piacticcs 

3 3 Sufficient Personnel A t  all times during the term of this Agreement, Contractor sliall employ a sufticicnt iiumbci ot qualitled Pcrsoi~s. who sliall 
be licensed i f  iequircd by applicable L.aws. so that Contractoi iiiay complete tlie Services and Contractor’s otlici obligations uiidei this Agrccmcnt i i i  

an efficient, prompt, ccoiioiiiical and professional iiiaiiiier and i n  accordance with the Schedule Without i i i  any way limiting tlic foregoing, 
Contractor shall, tor example, employ a sufficient number ot qualified buyers, inspectors, and expediters necessary to provide all equipment, 
materials and supplies to be providcd by Contractor liereunder i n  a tiniely inaiiiier consistent witli the Schedule Contractoi shall provide all tec1iiiic;tl 
services and  supcivision lor Coiiiiiiissioning and vel ificatioii Contractoi shall also provide all constiuctioii services and cialt peisonnel as requiicd lor 
system adjustiiients during Coiiiniissioning and verification. Owner shall provide and pay foi its own opeiations and  maiiiteiiance staff dui iiig 
Cominissio~iing and VCI ificatioii 

3.4 Suaervision and Disciolitie Contioctoi sliall supervise, coordinate and diiect the Services using Coiitiactoi ‘s best skill, judgment and attention 
Contiactoi shall enforce strict discipline and good oidci among Contiactoi’s employees, Subcontiactois’ employees and ;ill otliei Persons cairying 
out the Services Contractor shall at all times take all necessary reasonable precautions to prevent any unlawful or disorderly conduct by 01- among its 
employees, employees of Subconti iictois and otliei Persons pcrfoi ming the Seivices and for the preservation of tlie peace and the piotectioii of 
Persons and piopei’ty at ,  01 i n  tlic iiiiiiicdiate vicinity of, tlie Site Contractoi sliall only permit tlic employment of I’eisons who are f i t  at  the time 
they are employed and 011 each Day they perlorm the Services, who are skilled i n  tlie tasks assigned to tlicm, and who are qualified to perform tlic 
tasks assigned to them Contractoi shall bc iesponsiblc for laboi peace oii tlie Site and Contractoi sliall at  a11 tiiiies implement policies and practices 
designed to  avoid woi-k stoppagcs, slowdowns, disputcs aiid st i  ikcs wlicrc icasonably possible and piactical undci thc circumstances 

3 5 Contractor’s Key Personiicl Exhibit F coiitaiiis a list of Contractor’s key persotinel who sliall be responsible for supervising the pertbi mance of 
Contriictoi ’s obligations uiidei this Agrceiiicnt That list includes the designation of Contiactoi ‘s Pioject Manager and Contiactor’s Site 
Rcpresentativc Any replaccniciit of tlic key pcrsonncl listed in Exhibit F shall be subject to the prior written approval of Ownci, which conscnt 
Owner shal l  not uiireiisoiiably witlihold or delay Contractor’s Project Maiiagei sliall act as Conti-actoi ’s liaisoii witli Owner and  shall have the 
authority (a) to adminiski- this Agrceiiicnt 011 behalf of Contiactor. (b) to oversee, direct, and niaiiage tlie responsibilities of Contiactoi undei this 
Agreement. and ( e )  to bind Contractor 11s to the day-to-day project management operations uii t lei  tlie Agrceiiicnt. Contractor’s Site Rcpresentativc 
01 other Coiitractoi supcivisoiy pcrsonncl sl ia l l  be piesent at [lie Site at  all times wlieii the Services a le  being peifoiiiicd a t  tlic Site 

3.6  Design and Eiigiiiccriii<. Prior to the Eflcctive Date, Contractor shall have scrutinized, and satislied itself as to the adequacy of, tlic 
Specifications (including design CI itei in  and calculations, i f  any) for completion of the Facility Contractoi sliall be I espoiisible foi the design of the 
Facility and for tlic accuracy of tlic Specifications Any data 01 information ieceived by Contiactoi, fiom Owiiei or othciwisc, sliall not iclieve 
Contractor from its responsibility lor the dcsigii 01 tlic Facility and execution of the Services Contractor shall engage al l  supcrvisors, eiiginceis. 
designers. diaftsiiicn and othci Pci sons neccssaiy for t l ie prcparation of all Documentation requircd foi tlic Woi I( I n  connection witli the 
Documentation, Contractor slinll pi cpai e working di awiiigs and specifications 
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setting foi-tli iii detail tlie iequirenients foi the constructioii of the Facility i i i  accordance with this Agreement (the "Design Documents"). 
Contiactor shall submit tliosc Design Documents idenlilied in Exhibit A-3 for Owncr's icview, and Owner shall complete its review of, and piovide 
any cominents to Conti actor with iespect to, the Design Documents within ten *** of receiving such Design Documents from Contractor (and such 
Design Docunients shall he deemed ieviewed without comment if Conti actor docs not ieceive any comments from Owner within such time pel iod). If 
Owner notilics Contractor that tlie Design Documents la i l  to comply with this Agreement, Contractor shall correct such Design Documcnts and shall 
i,esubniit them for Owner's prompt icview within live (5) Business Days in accordance lie] ewith Owner shall be entitled, but not obligated, to review 
and comment on a11 otlici Design Documents not identified iii Exhibit A-3. Any review by Owner of any Design Documents pursuant to this Section 
shall not relieve Contiactoi from any obligation or responsibility under this Agreement. I f  errors, omissions, ambiguities, inconsistencies, 
inadequacies or other defects we found i n  the Design Documents, they and the Woik shall be colrected as part of the ***, notwithstanding any prior 
consent 01 appioval of Ownet of any such Design Documents or Wotk 

3 " 7  Oualitv Assurance Plan Contractor shall develop, implcnient and niaintain a written plan for quality assurance of tlie Services (tlie " Quality 
Assurance Plan"). which shall include: wotk safery; sccurity at  the Site; litncss for duty; nianagement and control of the design, engineering, and 
constiuctioii scrviccs; managcmcnt and conti 01 of Subcontractois; and such ollicr matters as Owner may reasonably requcst. Such plan shall mcct 
Owner's corporate and Site-specific policies and requirements and tlic requirements of all applicable L.aws On August 4, 2008 (L.-Shaw-Duke- 
000002). Contractor cleliveied tlie Quality Assurance Plan. Revision A, dated July 21, 2008, to Ownel for ievkw and comment. Owner has reviewed 
and appiovcd such Quality Assurance Plan, and Conrlactol shall have the light lo rely on such plan in performing the Sciviccs. Contiactor shall also 
require all Subcontractois to establish. iniplenient and maintain nppropriatc quality control and safety programs with respect to their respective 
portions of thc Services Contractor shall piovidc Ownci wid its employees, agents, repiescntatives and invitees with reasonable access to the Work 
wherever located for observation and inspection, including but not limited to auditing of a11 activities for conformance with tlie requirements of tlie 
plan and all iequirenients ot the Agrceiiierit Inspections and audits of Contractor's Subcontractors will be coordinated with Contractor 

3 8 Safetv Manaricment Plan Conti actor shall develop. iniplcment and maintain il written safety management plan that complies with tlie 
iequirements set foi th in  Ai.ticle 24 On Ju ly  30, ZOOS (L.-Sliaw-Diiltc-000000 I ) ,  Contractoi delivered tlie Site Specific Safety Plan, Revision A, dated 
July 29, 2008. to Ownci foi icview and comnient Ownei has ieviewed and appioved such Site Specific Safety Plan, and Contiactoi shall have the 
riglit to rely on sucli plan in performing the Services 

3 9 Jlntentionally Oiiiittedl_ 

3"  10 Utility Use.  Subject to Scctioii 4.S, fioni tlic Ilitcctivc Dale until  Final Completion, Contractor shall be lcsponsiblc in connection with its scope 
of Work and as part of the * * *  to maintain and pay tbr all temporary construction utilities required to perform the Services, including electricity 
(fiom the designaled Owiici tie-in points), h e 1  (otlici tliiui gas he1 used loi Commissioning, Pel formance Testing and operation), communication 
systciiis foi Contractoi 's tcinpoi'aiy olficc facilities (including tcleplioncs f o ~  Ownci 's stafl), watcr (potable and law), construction waste disposal and 
wastewater disposal 

3 1 I Spate Paits. 
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(a) Erection. Start-up and Comniissionine Spare Parts Owriei and Contiactoi shall coiisult i n  good faith on an ‘open book’ basis to cieteimine 
tlie nature and quantity of spare parts required for installation, erection, start-up, comniissioiiing and pciloimance testing for the Equipment for  he 
Facility, including all gases, gaskets, fuses, instruments, etc and other consumable, espendable and enginecrcd items that may be iequired during 
construction, stai t-up, coiiiinissioiiiiig or perforinance testing of such Equipiiieiit C’onti acto1 shall iecommcnd to Ownei tor appioval tlic spare pal ts 
to be purchased by Contractor for such instnllation, erection, start-up and comniissioning, with such Owner approval not to be unreasoiiably withhcld 
or delayed. Owner shall own all such spare parts for wliicli i t  has made payiiient, and. pi io1 to Substantial Coiiipletion, Contractor shall provide Owner 
with a complete list of all such spaie parts (including iiiaiiufacturei name and pait numbei and othei tlesciiptive information) that weie not used 
during construction, start-up, commissioning or performance testing of such Equipment 

(b) w n m e n d e d  Operation and Maintenance (O&M) Soare Parts At least ninety days (90) Days pi ior to Substantial Completion. Contractor 
shall providc a list of spaic parts that Contractor ( 0 1  its Subconti,actors) rccoiiimcntis as ncccssary foi Owner to liavc 011 hand to maintain opcrability 
of the Equipment (taking into account tlie length of time required to obtain sucli spare parts) to enable prompt repair of the E,quipinent for tlie 
Facility for a period of *** following Substantial Completion Summaiy and detailed information on each spare pal t shall be listed by Contiactor i n  a 
forinat as reasonably iequested by Owner Each spaie part listed sliall includc all items foi which the spare part is intended to support All spare paits 
shall comply with tlie requirements of tlie Specifications and shall be identical or equivalent to the original specitied, including documentation 
identical in  kind and format to that required for tlie original equipment 01 ni;itcrial Pricing. dclivciy Icad tiiiics and any limitations on shelf life shall 
be included for each spare part Owner shall procure sucli spare paits as i t  dctcrmiiics i n  its sole discretion 

(c) Owner Eouiiiment Spare Parts. Acting as Owner’s agent pursuant to Section 3.  I (a)(ii)(Al, Contractor shall coordinate, expedite and manage 
delivery from each supplier of Owner E.quipnient a recommended list of spine parts icqiiiied 161- Commissioning and start-up of such Owner 
Equipment at such times as shall be necessary to permit Contractor to remain in compliance with the Scliedule Owner shall timely acquire, pay and 
deliver foi. all such spare paits. Ownei shall make available a t  no cost to Contiactor I O  utilize for Ownel Equipment during start-up and testing, spare 
parts acquired by Owner for tlie Owner Equipment. 

3 I2  Subcontractor Presence Contractor shall be rcsponsible Tor notifying and paying any Subcontiactor icpresciitative that i t  deerns iiece 
present for technical assistance at (a) any training session, (b) election supervision, (c) Cominissioning, 01 (d )  the Perfoimance Testing. Similaily, 
Owner, at  its cost, sliall ensure that an adequate number of qualified representatives Iiom those supplicrs supplying Owner Equipment are present for 
technical assistance at  the above-listed events. 

3 13 Currcnt Records: Record Drawinas. Contiactoi shall maintain in good otdcr iind inaltc ovailablc to Owiici, foi inspcctioii at the Sitc at  all tiiiics, 
at least one record copy of tlie Documentation niarkcd currently to rccoi-(1 311 iiiatei-ial changes matlc during construction Before? and as a condition 
to, Final Completion of tlie Facility, Coiitiactoi shall deliver to Owner tlie Documentation, including one sct of ~cpioduciblc as-built drawings ( i n  
accordance with Section 19.1 ) listed in Exhibit A-3 ( i n  hard copy and clcctroiiic lornints (noli-nalivc liles) reasonably iequestcd by Owner), showing 
all  material changes made dui iiig construction with i-espect to the Facility 
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3 .  I4 Tiansoortation Costs Contiactoi sliall aiiai ige a n d  pay foi all tianslioitation, stoiage and t ians tc i  costs incuiietl i n  connection witli the  Work, 
except for tlie tiansportation and storage costs attributable to Owner Equipment. which transportation antl storage costs s1i:iII be paid by Owner 

3 15 OSrM Manuals Contractor sliall delivei to Owner OSrM Manuals lo i  Contiactoi-supplied Equipiiiciit within *** ol dclivery of such Eqiiipiiient 
to tlic Site such that Owncr lias sufficient tiiiic to picpare facility manuals utilizing such O&M Manuals to suppoit opcrator tiaining 

3 16 Control of Work. Contractor sliall have care, custody and control ovcr that portion of tlic Site a t  wliicli i t  peiforms construction Work a n d  
shall be solely responsible lor a11 coiistructioii iiieaiis. inethods. techniques, sequences, pioceduies. safety and quality assuiance, and quality control 
programs in  connection with tlie perfoiiiiance of tlie Services Contractor shall, *** provide all necessary secuiity at t ha t  portion of [lie Site undcr 
Contractor’s care, custody and control, including a suitable fence around such poi tion of tlie Site, a n d  tlie proliibition and prcventioii of~access antl 
entrance to sucli portion oftlie Site by all unnecessary and unauthorized Peisoiis Coiitractot shall s t i  ictly control tlie adniissioii of Peisons to siicli 
portion of tlie Site and no such Person (otliei than the employees, ol’ficeis or directors of tlie Partics or tlieir Affiliates) who is not required for (lie 
performance or supervision of tlie Services shall be adniitted without tlie prioi approval of Owiiei (sucli approval not to lie uiireasonably witlilield 01 

delayed). To tlie extent any damages to tlie Site oi property thereon, including the Facility, are covered by Owner’s Buildci’s Risk policy or otlier 
property iiisuraiicc * * *  To tlie extent any damages to tlie Site or property tlieicoii, including tlic Facility, tire not covered by Owner’s Builder’s Risk 
policy or otlier piolierty insurance and if sucli tlamages arise from theft or vandalism due to Contractor’s or its Subcoritractor’s iicgligerice. [lien 
Contractor shall be liable foi such daniagcs up to tlie amount of the loss incuried. which shall be included ‘ v * 4 :  

3 17 Emereencies I n  tlie eveiit of any emeigency endangering life or pioperty. Coiitiactoi sliiill take al l  actions as may be iensoiiable aiid iiecessaiy 
to prevent, avoid or initigatc iiijuiy, damage 01 loss and sIia11 pioiiiptly ieport each such emergency, and Coiitractoi ’s iesponscs thereto, to Owiiei 

3 18 Local Conditions Contractor has reviewcri the Site and tlic access to tlic Site. all as described in Exhibit A-4, aud acknowlcdges tliat they arc 
sufficient foi tlic peilorinance o f  tlie Sei vices Contiactor warraiits tliat i t  has taken all steps necessary to ascertiiiii tlic iiatiire and location of [lie 
Sciviccs and tliat i t  lias invcstigatcd and satisficd itsclf as to tlic gcncral and local conditions t l in t  caii atfcct tlic Facility, tlic Sitc oi tlic pciforinancc 
of tlie Services, including: (a) conditions bearing on access, egress, tiansportation, waste disposal, Iiandling, lay down, parking rind storage of 
materials; (b) tlie availability of laboi watei. clecti ic power. otliei utilities and roads needed foi coiisti iictioii: (c)  uiicci taiiities ot 1101 mal weather or 
other obscivablc physical conditions at tlic Sitc; and ( d )  tlic cliaractci of cquipmcnl and facilities iiccdcd bc lo ic  and diii ing the I X I  Ibiiiiancc of tlic 
Sctvices 

2 19 Use of Site: Owner Access I Contiactor sha l l  conline its opei-atioris :it tlie Site to aicas peimitted by applicable Laws. this Agicciiicnt and the 
Exhibits lieieto Contractor shall piepaie, implciiieiit and enforce wi itteii Site rulcs iiecessiuy foi the safe, efficient and propci pi~osecutioii of [lie 
Work Those iules slinll, at  a niinitnum, comply witli Ownei Environnicntal I-lcalth awl Safety iiiaiiuill anti al l  applicable I.aws Coiitractoi shall 
provide Ownel: the suppliers of tlie Owiier Equipment, arid tlieir respective employees, agents, repi-cscritatives and iiivitccs with leasoilable :icccss to 
tlie WOI I( wlicievci located lo r  observation and inspection; provided, tlint Coiitrzictor may provide, and  Owner, tlic suppliers 01  tlic Owner 
Equipiiieiit and shall accept. an escoit 01 otlici safety 
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nieasurcs that Contractor. in its leasonable discletion, deems necessary or advisable. As a * * *  and as part of tlie ***, Contractor shall provide Owner 
and its Owncr Equipriieiii vendors with * * *  office spaces on the Site wliicli sliall be outfitted in a customary inaiincr (including a conference room) as 
iiioie fully described i n  Exliibit A-I , Those office facilities sliall be coniiected to and serviced by tlie usual utilities, subject to Sections 3.10 and 4.5 

3.20 Comjiliance with Laws Contractor shall comply, and shall cause all Subcontractors to comply, with all applicable Laws and Change Ordcrs that 
relate to Cliangcs i n  Law i,clating to the Woilc or tlie Facility, and Contractor shall give all applicable notices with respect to, and in accordance witli, 
any applicable Laws Contractor shall eiisui’e that the Facility, as designed and constructed, complies, and, when operated in  accordance with Piudcnt 
Industiy Practices, shall comply with all applicable Laws. Notwithstanding tlie foregoing, or anything else iii this Agreement to tlie contrary, 
Contractor’s obligation with icspect to water, air and other emissions of the Facility shall be limited to the requirements set forth in  the 
Spccifications It’not otliciwisc cxcinptcd by Title 48 and to tlic cxtciit applicable, Contractor will inakc a good faith cffoit to comply with 48 CFR 
852 2 19-8, Utilizatioii of Small, Sinall Disadvantaged, and Women-Owned Small Business Concerns, and 48 CFR $52 21 9-9, Small, Sinal1 
Disadvantaged, and Women-Owned Small Business Subcontracting Plan, as such sections may be amended, modified, restated or rcnumbcrcd 

3 Z 1 Permits and Atxxovals Coiitiactor shall be responsible foi obtaining, renewing and maintaining all permits, licenses, approvals and eel tilicalioiis 
customary and necessary for Contractoi- to demolish, Site prepare, engineer, detail. fabricate, furiiisli, deliver, unload, store, erect, install, commission 
(but only those pcimits exclusively used for commissioning) aiid inspect tlie Woi k, all as desci ibed in Exhibit D (collectively, the “Con tractor 
Permits”) Contractoi sliall provide reasonable assistance and documents to Owner in connection with Owner’s efforts to obtain the Owncr Permits 
Contractor rcprescnts that, to tlie best of its knowledge, tlie Contractor Permits listed i n  Exhibit D are the customary permits, approvals and 
ccrrilicatioiis required to be obtained by Contractoi for its performance of tlie Seivices Upoii Contiactor’s request. Owncr shall provide Contractor 
reasonable coopcrntion and assistance i n  obtaining and maintaining Conti actor Permits. 

3 22 Dcliverv ot’Pioiect Basclinc Documentation: Periodic Reports and Meetines 

(a )  Proiect Bascline Docuiiieiitatioii. Witliin *:** after tlie Amendment Date, Contractor sliall deliver to Owner a copy of (i) tlie Baseline 
Budgct, (ii) tlie ***. and (iii) tlie Baseline Sclictlule, each of which shall be coriect and true at  tlie time of submittal and in  form and substancc 
I easonably accejitable to Owner The forcgoing documents shall be attached to the Agreement as Exhibits K-l , K-2 and 1<-3. rcspcctivcly, upon 
delivery thereof 

(b) Moiiililv * * *  Prioi to 01 coiicuircntly with tlic delivery of each Monthly Payment Invoice provided iii accordance with Section 7.2(ii), 

Conti iictor sliall pr~cparc rind submit to Owncr a (i) * * *  covciing all constiuction Work for tlic Rcporting Pcriod eliding duiing tlic i~iiincdiately pi.ior 
iiioiitli and  ( i i )  *:I* covering all engineering and design Work for tlie Reporting Period ending during the imiiiediatcly prior month Owiier may rcvicw 
source data at the Project Site 01 Contractoi ’s Iioiiie office located in Cliailottc, Noi tlt Carolina. Contractoi sliall pi ovidc copies of such 
documentation and in:itcrials as Owner may reasonably request on an as-needed basis to substantiate the information provided by Contractor i n  such 
* * *  Contractor shall providc tlic foregoing i n  both Iiard copy (one) and electronic versioiis (all graphs and tables shall be provided i n  MS I~xccl  
foiniat)  
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(c) Moiitlilv Pioiect Management Review Packages. No later than * * *  alter the date each **, is due, Contractor shall prepare and submit to 
Owner a (i) Project Managenient Review Package covering Contmctor’s previous Jtepoi.ting I’criod and (ii) a cost sumrnary report coveiing 
Contractor’s pi,evious Reporting Period (collectively, tlie “Monthly Progress and Cost Report”)  Conti-actor shall provide copies of sucli 
documentation and materials as Owner may reasonably request on an as-needed basis to substantiate the information provided by Contractor in such 
reports Contractor shall provide tlie foregoing reports i n  both liaid copy (one) and electionic veisions (all giaplis and tables shall be provided i n  MS 
Excel format) 

(d) Attendance and Participation at Meetings From tlie Effective Date until tlie Final Completion Date, Contractoi- sliiill attend and 
participate in regular meetings with Owner wliicli sliall occur monthly (01, upon sucli otlici iiiteival as tlie Paities agree i n  writing) for tlie purpose of 
discussing the status of the Woi k and anticipating and icsolving any problcms ( “I’rogress Meetings”)  l‘lic Progiess Mcctings may also include, at 
the request of Owner, consultants and other Persons Contractor sIia11 prepare and promptly deliver to Owner wi itten minutes of each meeting; 
provided, that tlie publication 0 1  disti ibutioii of sucli minutes shall not constitute a peimitted basis for providing notice. or otlieiwise asserting claims, 
under this Agreement by any Party. No iniplication whatsoever shall be drawn as conscquence of a failuie by any Party to comment on or object to 
any minutes prepared or distributed by Contractor Unless otlienvise mutually agreed, Contractoi ’s Site Representative sliall attend all Progress 
Meetings after Contractor mobilizes to tlie Site. I n  addition to tlie above monthly Progiess Meetings. Coiiti actor shall hold regularly scheduled (but 
not less frequently than weekly during construction) status or schcduliiig nieetings with its Subcontiactors as appropriate, and Owner shall liave tlie 
riglit but not the obligation to attend and participate i n  such weekly status meetings; piovidcd. tliat. i f  Contractor detei mines in its reasonable 
discretion tliat Owner’s attendance at  tlie meeting would prohibit Contractor from cl‘lectively addressing confidential or sensitive issues, Contractor 
shall have the riglit to bar Owner from that portion of sucli meetings 

3 . 2 3  Sienaee Neither Contiactor iioi its Subcontractors shall display, install, erect or maintain any advei tisiiig 01 otliei signage at tlic Site witliout 
Owner’s prior written approval, other than signs and notices rcqiiirecl by applicable L.aws, related safety OK work rules, site identilication, or used to 
solicit employees for the performalice of the Services 

3.24 Intcrfcrence with Traffic. Contractor shall cairy out tlic Scwiccs so as not to intci fcrc unnecessarily 01 impiopcrly witli (a) Owncr’s operations 
at or ii i  tlie vicinity of the Site, iiicludiiig tlie existing Buck coal facility located adjacent to tlie Site, or (b) access to, use of or occupation olpublic 
or private loads. footpaths or piopertics ii i  tlie possession 01 Owiici 01 any otliei Peisoii Contractor shall communicate with, and asceitaiii tlie 
i,cquircmcnts of, all Govcrnmcnt Autlioiitics in  relation to vcliiculai ~icccss to and cgicss froiii [lie Sitc and sliall comply with any such iequiicmcnts 
Contractor sliall be deemed to liave satisfied itself a s  to, and shall bi: fully responsible tor, tlie routing for delivery of lieavy or large loads to the Site 
so as to satisfy any requirements of Government Autlioi ities with iespect ilieieto 

3.25 SUDPIV of Water and Disposal of Sewacc Contractor shall provide, within tlic Site, a11 adequate supply of drinking and other water for tlie use of 
those Persons working on tlie Site Coiitiactoi sIia11 dispose of, either off-Site or tlirouyli tlie Facility’s septic system or otlier approved mctliod, all 
on-Site sewage effluent during pel foiinance 01 tlie Services 

3.26  Houselteeping At all times during tlie term of tliis Agreement, Contractor shnl l  keep tlic Site ;ind surrounding aien adjacent to where tlie Services 
are actually being peifoinied, free fioiii waste 



materials, equipment, rubbish. debris ant1 other garbage, and liquid and nun-liquid inateiials whether spilled, diopped, discliarged, blown out or lealted 
Contiactor shall employ adequate dust coiitiol measiires To tlic extent piacticable, Coiitiactoi and all Subcontiactois shall utilize ieasoiiable waste 
ieduction and recycling tecliniques at tlie Site Befoie tlie Final Completion Date, Contractor shall tetnove from tlie Site dl l  tools. ttaileis, surplus arid 
waste materials, and rubbisli, and sliall otherwise leave tlie Facility u id  tlie Site i n  a neat and clean condition I f  Coiitractoi lails to pei form sucli 
housekeeping seivices, Ownei, following notice and a leasonable oppoitunity foi Contiactoi to cure, may pel foi in sucli ~ C I V I C ~ S ,  and a11 ieasondble 
and ncccssaiy costs incuiicd i n  conncctioii tliciewith shall be asscsscd against tlic * * 

4 OWNER RESPONSIBILITIES 

Owiier s h a l l  perform tlie responsibilities set forth in this Article at its own expense and ;it those reasonable times as may be required by Contiactor l o i  
tlie successful coiiipletion of tlie Work in accordarice with the Schedule 

4 1 Owner’s Representative Owner sliall appoint Owiicr’s Project Director with whoin Contractor may consult at all reasonable times, and wliose 
instructions, requests and decisions shall be binding upon Owner as to all niatteis pertaiiiiiig to this Agreement and tlic perfoiinance of tlie Parties 
under lliis Agieenient; provided. that no amendment oI modification of this Agicenieiit shall be e f fc ted  except by an amendment, and  no Change 
shall be effected except as provided i n  Article 8 

4.2 Access Subject to Section 1 1.2, from tlie Aiiiendmciit Date until tlie Substantial Completion Date, Ownei- s h a l l  piovidc Contiactor, at  no 
additional cost to Contractor, unrestricted right of  access to sucli portion of tlic Site as Contractor may reasonably require Cor tlie coiistt uction of 
the Facility and foi Contractor’s orlice, wareliouse, shop buildings, welding ficilities, Contractor’s equipineiit storage, lay down area, and employee 
paiking Aftei tlie Substantial Cotiipletion Date. Owner sha l l  allow Contractoi, I easoliable access to [lie applicable portion of tlie Site i i i  ordei to 
achieve Filial Completion 

4.3  Perinits. Ownei shall be iesponsible for obtaining, ieiiewirig and maintaining tlie perinits, licenses. approvals aiid ccrtifications necessary To1 tlie 
opciation, niaintcnancc, usc and ownership of tlic 1:’acility. including tlic permits listed i n  Exhibit E (collectively, the “Owner Permits”) 
Contractor sliall provide Owiiei with all reasonably necessary information, docutnents, data, criteria and pcrforniancc cliaractcristics of tlic Facility 
requested or icqiiiied by Owner to assist Owner in obtaining Ownei- Permits. 

4 4 Owner Eauipment Ownci shall procuie and piovide Owiier E,quipinent by the dates set forth i n  tlie Schedule to prevent delay Except to tlic 
extent tliat tlie failure of any Owner Equipiiient to be provided by tlie dates set tbrtli in tlie Schedule or to perform i n  accoidaiice with its 
matitilactwer’s specificatioiis is cairscd by Contiactor’s Pziilurc to perform its obligations in accordarice with this Agreement. oiiy impact to Contractor 
froin the delay (or re-sequence) i i i  delivcry or perloriiiance of Ownei Equipment shall give rise to a Change 

4 5 Fuel and  [Jtilities Owner sliall provide. at  no cost to Contractor, tlic electrical iiiteiconncct to! powei expoit froni tlic Facility at tlie 
intcrconnection points idenlilicc~ i n  Exliibil A-I.  and all I’iiel iiecessary lor Comniissioiiiiig and Peifoiiiiaiice Testing wlieii iequested by Coiitractoi 
and as 
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iequiied iii accordaiice with the Scliedule Coriiinenciiig on tlie Sub.;iaitidl [ ompleiioii Date, ** tor tlie operatioii of tlic F'icility 

4 6 Opeintion and Maiiitenmce Stall At the ePilier of (a) six ( 6 )  iiioiitlis pilor to tlie * I *  Coiiiplctioii Ddte as set lortli iii tlie Schedule, oi (b) tlie 
actual datc of Mcclianical Coinplctioii, Ownci shall piovidc, u n d o  tlic dircction o f  Coniiactoi tliiougli Substantial Completion, .it no cost to 
Contractoi, tlie complement of qualified operation and iiiaiiiteiiaiice personnel 101 app l~c~ ib lc  Commissioning, Pertorinance Testing and operation of 
tlie Facility 111 addition, Ownei, at i t s  cost. shal l  e i isuie tliat aii adcquatc numbei 01 qual i l ied ~epresentatives lion1 iliose suppliers supplying Ownei 
Equipment aie present at Corniiiissioning 01 Peifoimaiice Testing JS n e c e s s q  for technical assistaiicc 

4 7 Job Site Rules From tlie date on which Owiiei provides Contiactor acce\s to the Site to pel torm tlie Woik until the Substantial Coiiipletion Date. 
Owner. i t s  rcpie~ei i ta t ive~ and agents shall abide by all  reasonable Site salety iulcs pioniulgnted by Coiiti.ictoi 

4 8 Pavment I n  accordance with tlie terins and conditions of t h i s  Agreeinent, Owner shall pay Contiactor tlie Contiact Price Owner sli,ill make all 
payments piomptly when due 

5 EOUIPMENT AND WORKMANSHIP 

5 1 Q a l i t v  of Eouipiiient and Workmanshiu All Equipmeiit arid workinanship shall be subj'jcct lo sticli tests :is Owner may reasonably icquire at tlie 
place ofnianufacture, fabiication or preparation, or at tlie Site or at  sucli otliei place 01- places as may be mutually agreed upoii by the Parties, 
including any place of an indcpendent tliiid paity Contiactor shall piovidc such assistaiicc. laboi. electricity. fuels, stores, apparatus aiid instruments 
as are leasonably iequired for examining, nicasuririg arid testing airy Equipiiierit acid Owner Equipment iri accordaiicc with Exliibit A-2 (oilier Ilian 
specialty tools as listed i n  Owner Equipnieiit Coiitiacts) and woikinaiisliip, bctoie iiicoipoiation into tlie Facility 

5 2. Cost of Tests. 

(a) Subject to tlie last sentence of Section 10.4. the cost ol conducting any test rclatctl to tlic Work sliall be * * *  

(b) If tlie results of any sucli test iiidicate t1i;it tlie applicable Equipinent 01 woi kiiiansliip do not coi i loim to tlie rcquiiemerits of this 
Agreement (including the Specifications and Piudent Industry Practices) aiid Owner litis ieasonable grounds lo  suspect that any otlicr similar 
Equipmcnt or workiiiaiisliip may not coiifoiiii to tlie requireinents of this Agreement (including tlic Specitkitions and Piudeiit Industry Practices), 
Owiicr may iequiie Contractor to carry out furtlier ~cs ts ,  wliicli i n  tlie rciisoiiable opinion of Owiier arc ncccssai-y to verify tha t  such other siiiiilar 
Equipment or woi,kmaiisliip conforms to tlie requireinents 0 1  this Agrcernent (including tlie Specilicatioiis and  Prudent Industry Practices) The costs 
of any such tests shall be boiiic by *** and shall be boinc by q':b* 

5 3 Samnles. At tlie reasonable request of Ownei niid at Owner's cost. Contractor sha l l  supply Ownei with saiaples 01 Equipiiiciit (lor which saiiiplcs 
caii reasonably be piovided) Tlic iiiaiiulactuiei 's siaiidnrd samples (with relevant inloiiiiation) and any adtlitioiial samples sIia11 bc labeled as to oi igin 
a i i d  intended use i n  tlie Facility 
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5 4 Insiiection of Oiierations Owner (and its representatives) sliall at a11 reasonable times have access to tlie Site and to ;ill woiksliops and places 
wlieie Equipment or Owner Equipment is being niaiiulactuieil, L';ibricated 01 prepared lor tlie Facility Contiactoi sliiill provide Owner a leasonable 
opportunity to be present for any tests of any Equipment or Owner Equipment 

5 5 Examination of Work befoie Coveiinz For certain agreed paits ot tlie Woik as set forth i n  Exhibit A - I ,  Contiactoi sliall $e noticc to Owner 
wliencver any such part of'tlie Equipment or Owner Equipment, as applicable, or foundations is or arc ready or about to be ready for exaniinntion and 
Owner shall, without unieasonable delay, attend (or infoim Contiactoi tliat i t  is uniiecessaiy for i t  to attend) lor tlie purpose of exainining and 
ineasui.ing such part of the Equipment or Owiiei E,quipnient, as applicable, 01 of examining such Woik No part of such E.quipment or Ownei 
Equipment shall be covered up or put out of view without al'Toiding Owner :I reasoniiblc opportunity to examine and measure any such part of t he  
Equipinent or Owner E.quipnient 

5.6 Uncoverins and Malting Openings I f ,  following discovciy o f  tlcfcctivc workmanship or niatcrials i n  any part of the Work, Owncr lias icasonablc 
grounds to suspect that furtlier parts oftlie Worlc may be similarly defective, Contractor sliall. upon the reasonable request of Owncr. pi,ovide Owner 
clear evidence that sucli otliei pal ts are not defective to tlie leasonable satisfaction 0 1  Ownei or sliall uncover such fuitlici parts of tlic Work or 
make further openings, in or through thc same, and Contractor shall inspcct and icpaii, if necessary, any such paits The costs of such work caiiicd 
out by Contractor undei this Section sliall be part of tlie ***. unless tlie parts of the Work so uiicovcred turti out to be not defective. i n  which case 
Ownei shall bear such costs. 

6 SCHEDULE 

6 I Continuation of Work This executed Agiccniciit constitutes the 1:ulI Noticc to Piocccd with rcspcct to tlic Piojcct, and Contiactoi lias 
commenced pcrforinance of the Work with respect tliereto and sliall continuously and diligently fulfill its obligations undci this Agreement 
Contractor sliall per101 in its obligations undei this Agieement i n  accordance with tlie Schedule set forth i n  Exliibii B. as srrcli may be niodilictl and 
updated troin time to time in accordance with tlie terms oltliis Agieement *** 

6 2 Scliedule Resuircments: Updates A copy of tlie Scliedule (wliicli sliall be true and collect as of  tlie Aiiiciidiiient Date), along with Key Contiactor 
Schedule Milestones, i s  attached liereto as Exhibit B. The Parties agree tliat the Scliedulc and tlie Key Contractor Schedule Milestones within tlie 
Schedule i e l l e c t  dates lor completion of Work activities by Contlactoi i n  older to meet tlie Tnrgeted Substiintin1 Completion Date In addition, 
Contractoi shall prepare and niakc available to Owner at all times zit tlie Site, 01 such otlier location niutually agieed upon by the Parties, a cuirent, 
woilting copy of the Schedule Unless otherwise mutually agieed upon by the Paities, Contractor s h a l l  update the working copy of the current 
Schedule monthly and shall provide a copy to Owner as a component of each Monthly Progress rind Cost Report; jilovided, liowever, tliat i o  updatc 
of or levisions to tlie woiking copy oftlie Schedule shall be deemed to iiltei, revise 0 1  otlieiwise clmigc the date for nriy Key Contractoi Scliedule 
Milestones, the Guaranteed Substantial Completion Date 01 tlic Guaranteed Final Completion Date, all of which shall be amended only by a duly 
executed Climge Order or  :irnendinent heteto 

j * * *  - 
(a) * + *  
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(c)  * * *  

7 

7.1 = (a )  * * *  

(b) 1 n t en t iona I1 v Oini t ted 1 
(c) m n t i o n a l l v  Omitted1 

CONTRACT PRICE: COMPENSATION A N D  PAYMENT 

(d) *** 

7 2 Determination of Monthly I’nvnicnts of Contract PI ice 

( a )  +**  Payinent Invoice **+, Contracror~slicill submit to Owner *** ior payment or tlie amount set foitli in the Cash Flow Plan for such 
iiiontli and any other additions or cieductions that niay have become due, and subject to any limitations, under this Agreement, including those under 
Sections 7.1 (d), 7.5(a). 7.3(bl and 7.5 Submittal of each Monthly Payment Invoice shall constitute a representation by Contractor that 
(x) Contractoi has perfoiined and completed a11 Woi k includcd i n  each Cost Comparison Repoi t previously provided hereunder, (y) *** previously 
piovided lieicundei have been calculated and  determined i n  xcordance with the iequirements of this Agreement, and (2) the amounts included in  such 
+** Payment Invoice ior tlie current month are tlic cot-rcct amounts due and owing to Contactor in accordance with this Article 7 and +++ 

(b) **I 

(c) *+* 
7 3 * * *  

7 4 Deficient Invoices and Pavmcnts 

- 

( a )  I f  any * * *  is cieficient. Contractor shall  be requiied to resubmit that **’* i n  proper form; provided, however, that  Owner shall pay any 
poition of i t  that is not deficient or sub-icct to dispute. Ownei sliall review each **+ and shall endeavor to make exceptions, if any, by pioviding 
Contractor with written notice by the eat lier of (i) such date tlie Monthly I’ayinent Invoice i s  paid by Owner ot (ii) *** Days after Owner receives 
t[le *** Notwitlistanding anything in  this Article to the contrary, the failure of Owner to raise an exception shall no1 preclude Owner from 
subsequently seeking. and Contractoi iiom paying, a relund of any amounts to wliich Contractoi, was not entitled under this Agreement, and Owner 
may, by any payment put want  to Section 7.2, niakc any coi tection or modification that should pioperly be made to any amount previously 
considered due 

(b) IT Owner provides no esccptions within such tiine period. Owner shall pay Contractoi, witliin *** Days of its receipt o l  such O Y e *  and such 
substantiating documentation and niatei ials as Ownet may Iiavc icnsonably required, in  U.S. dollars the amounts designated i n  such ***, plus any 
additions and less any deductions which niuy Iiavc become duc undei this Agieement, as reflected i n  such ***, Any amount o f a  *:I* that Owner 
tlisitutes shall be ~-esolvcd promptly i n  accordance lvitli Articlc 28 Once thc dispute is resolved, Owner or Contractor, as applicable. shall 
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pay any aiiiouiit owing promptly attei the date of tlie final resolution If foi any reason Owiiei fails to pay Contractor for all sums clue and owing 
(otlier tlian suiiis that are 111e subject of a good fait11 dispute or permitted to be witlilield pursuant to tliis Section 7.4(b)l within *** Days alter receipt 
of a substantiated * * *  which complies with the requirements of this Article, interest shall thereafter acciue on such sums due and owing at tlie * * *  
until paid 

(c) I f  any Services pel-formed or Fquipment supplied by Contractor for which payment has been made hereunder is not i n  accordance with this 
Agreement, Ownei may withhold from any Monthly Paymeiit Invoice tlie cost of rectification or ieplacement until such rectification or 
replacement has been conipleted, and, i f  Contractor is failing to perfoim any Services or provide any E,quipment i n  accordance with this Agiecincnt 
ant1 Owncr has so notified Contractor i n  writing, Owner may withhold from any Monthly Payment Invoice the estimated value of such Work until i t  
lias been performed or provided i n  accordance with this Agieement. 

7 5 2 2  
(a) *** Contiactor i n  prioi ***, and tlie ainouiit of such *** that exceeds *** threshold, together with the total cumulative amounts for all 

prior Monthly Payiiicnt Invoices, will not cause the Contraetoi, to exceed the total cumulative value of the Cash Flow Plan thiough such month, 
then Owner shall pay such Monthly Payment Invoice iii full. *** 

(b) Tlie Parties acknowledge that nothing i n  this Section limits, aiid the Parties shall not construe this Sectioii as limiting. Contractor‘s ability 
to accelerate Key Contractor Schedule Milestones, provided that Owner shall not be obligated to pay more than the *** Amount for any given 
month Tlie Parties also acknowledge and agiee that nothing i i i  this Section limits, and tlie Parties shall not coiistiue this Section as limiting, 
Contractor’s ability to update the Schedule, otlier tlian delaying the Key Contractor Schedule Milestones, in accordance with Section 0.2 * * *  

7 6 ciial Pavmcnt Upon achicvement of Final Completion, Contractor shall submit to Ownei an invoice foi tlie final payment and otlier payiiieiits 
due under this Agreemciit (the “Final  Payment  Invoice”) which shall set forth all remaining amounts due to i t  puisuarit to this Agi eciiiciit When 
submitting the Final Payiiient Invoice, Contractor shall submit a written notice, reasonably satisfactory to Owner, confirming that tlic total oJ the 
applicable Final Payiiicnt Invoice iepiesents full and final settlement of all monies due to Contiactor under this Agieeinent I f  requested by Owner. 
tlie Final Payment Invoice shall also include a waivei (or a bond i f a  Lien exists to indemnify Owner against such L.ien) of any Liens; provicleci. that 
tlie waiver or bond may contain a requirement that Owner pay such Final Payment Invoice The procedures set forth in .Section 7.2(11) (including 
applicatioii of any late payment clioige) shall be followed for payment of the applicable Final Payment Invoice, and Owner shall be entitled to ol‘fset 
against any Monthly Payiiient Invoice or Final Payment Invoice any amounts owing by Contraetol to Owner untler this Agreement, including any 
Liquidated Damages owed arter application of tlie cost sharing provisions in Section 7.3. 

7 7 Ceitil‘ication bv Contractoi 111 e:ich Monthly Payment Invoice and in tlie Final Payment Invoice, Coiitiactor shall certify as follows: 

“There are no known L.iens (or such L.iens are bonded over) outstanding at the date oltliis invoice, all aii~otiiits that arc due and payable to any 
tliiid paity (includiiig Subcontiactois) with iespeet to the Work as of tlie date of this invoice have been paid 01 ai’e includcd i i i  the aiiiot1iit 

iequested i n  this invoice, aiid, except foi those bills not 
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paid but so included and amounts disputed between Owner and Contiactoi, thcic I S  no known basis foi the cicatioi i  of any Licns, except in 
respect to payments to any Subcontr‘ictor witl~lield foi proper ieasons i n  accoi dance with the contract with such Subcontrdctoi Contractor 
hereby waives and ielenscs, to tlie extent of the receipt of payment iequested i n  this invoice, m y  rlght to any Lien with tespect to paynient 
foi such portion of the Wot I( included 111 th is I I I V O I C ~  ” 

7 8 No Acccptance bv Pavment Ownei’s payment of any invoice, Including a Final Payment Invoice, does not constitute appioval or acceptance of 
any i t e m  or cost i n  tliat invoice no1 shall be coiistiued to ielieve Contiactor of any of i t s  obligations undei this Agiecmcnt 

7 9 Revenue fioni Usc of Facilitv Ownei shall be entitled to all ievenuc deiived from 01 in connection with operation 01 use of tlic Fac111ty bcfoie 
and aftei tlic Substantial Conipletioii Date 

8 CHANGE ORDERS 

8 I Chances Without invalidating this Agieement, Owner may order changes i n  tlie Specifications or tlie Woilc coiisisting of additions, deletions 0 1  

other revisions (each, a “Change”), piovidcd, tha t  O\vner may not delete all Work tl~iough this Aiticle 

8.2 Clianee Pronosals I f  Owncr desires to iiiakc a Change, i t  shall submit a wiittcii proposal to Contractor dcsctibing the Change requested. 
Contractor shall promptly revicw Ownel’s pioposal and submit to Owncr an estiiniitc of the cost to develop a Change Order for such Change, such 
development costs IO be estimated consistent with **:* If the estitnated costs to develop the Change Ordei are reasonably acceptable to Owner, 
Owner shall promptly provide notice thereof to Contractor in wiiting. Upon receipt of such notice, Coiitractor’s Project Manager shall promptly 
notify Ownci i n  wi-iting, as soon as practicable, either by giving leasons why Coiitiactot , either diiectly 01 indirectly through a Subcontractor, could 
not effect such Change ( i f  this is the case) 01’ by submitting a p~oposcd Change Oi.tler. which shall include i n  reasonable detail: 

(a) the effect and impact, if any, that the Change would have, in  Contractor’s reasonable judgment. 011 the Wolk. *+* the Sclicdule. any 
warranties Iicreiii and the opelation 01 iiiaintenance of the Facility, 

(b)  Contlaclor’s proposal foi  any neccssaiy modifications to Woi k,  **+ thc Schcdulc 01 any wariantics hcrcin, and 

(c) Contiactor’s pi oposal for any necessary modifications to any other provisions o f  this Agreement, including the Specifications, the 
Milestones, [lie Cash Flow Plan or tlie Perloiniance Guarantees 

Contractor sliall pro\ ide Owner such suppoi ting documentation for the foregoing as Owncr may reasonably iequest Notwithstanding the foregoing, 
Contractor shall not, as a result thereof, be entitled to any payment heieunder or any extension of the Schedule i f  such Change was necessary as a 
result of the fault of Contraclor, including any breach by Contractor of‘ this Agreement For all proposed Change Oidcrs to the scope of Work. the 
p : . 
soon as piacticablc :iftci icceipt of such subniittal and supporting docuinentation. respond wi th  any coninicnts 0 1  questions Contl actor shall not 
delay m y  Work wliilc awaiting a response. I I  Owner 

aitieb agrcc that tlic Contractor shall apply 01 deduct, as applicable, * * *  to implcmcnt 01 remove such scope of Work, ;IS applicablc Ownel shnll, as 
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responds with coiiiiiieiits or questions, Coiiti-actor sha l l  endeavor to adtlress such coiiiiiieiits or answer such questions as soon as practicable If Ownei- 
decides not to pioceed with a Change. i t  sha l l  I-cimbursc Contractor 101 its c l l o i t s  in developing the estimates and other inforination regarding the 
potential Chaiige * * *  (such ieinibursenient to be either outside tlie Contract Price or thiough a separate Change Order); povided,  that Owner shall 
only be required to ieiniburse Contractor i f  Contractor has complied wi th  the cost pioposal requirements set forth above 

8.3 Change Orders. If’ Owner wishes to pioceed with tlie Change, Owiici shall issue a writtcii order to Contiactor authoiizing the Change and setting 
lollh any revisions to this /\greement that i t  deems, i i i  good faith, necessary or appropiiate to elfect the Change (the I’ Change Order”) I f  
Contractor refuscs to accept such revisions i n  tlie Change Oidei, Contractoi shall piovide Owner written notice thereof within ten ( I  0) Business 
Days of its receipt of the Change Oidet, desci-ibiiig in rcasonable detail its objections to the Change Oldel Owner shall be entitled, despite such notice 
from Contiactor, to require Contractor to continue to perform its obligations hereundei as would be modified by [lie Change Order; provided, that, if 
Ownel iequires Contiactoi to so pci forin a n d  Contractoi has p i  ovided Owner tiiiiely notice ob,jecting to such Change Ordei, (x) the Pai ties shall 
resolve the Dispute over the nccessaiy 01 appropriate revisions in accortiaiicc with the dispute resolution procedures set forth in Article 28 and (y) if 
the Change  involve^ additional or disputed Work, Owner shdl  continue to pay Contiactoi puisuant to the payment ternis hereof, subject to 
resolution of the  Dispute pursuant to Article 28 (Owner may iequirc any dispute over price to be iesolved pursuant to an “open book” piocess), ***”  
Once the Dispute is resolved, any ;amount owing will be paid within thirty (30) Days aiter the date of resolution Contractor shall furnish to Owner 
such ieceipts or otliei vouchers as may be necessary to prove the aiiiouiits paid and laboi pei lorined on * * *  and, befoie oidciiiig materials, sha l l  
submit to Owner quotations for the same for Owner’s approval (such approval not to be unreasonably delayed 01 withheld). Promptly aftei the end o f  
each month, Contractor shall deliver to Ownci a priced stateiiiciit of the labor and materials used during such month associated with such Change 
pel formed on * * *  

8.4 Owner Caused Clianecs I f  Contractor cxpei icnccs a n  incicasc iii costs or ;I dclay iii  Contiactor’s ability to pet loiin the Work due to Ownci 01 due 
to a delay i n  the delivery of any Owner Equipnient or a delay resulting from a defect i n  any Owner Equipment or a breach of the Owner Equipment 
Contracts by thc stippliers 0 1  the Ovvric~ Fquipnicnt, and such delay 01 de fec~  is not [lie result of Contmctoi ’s kiilure to comply with the requirements 
of this Agreciiienl, Contractor shall be entitled to a Change and an equitable adjustineiit i n  the *** and/or the Schedule 

8 5 Contractor Pio~oscd Clinnees Contractor shall have tlie iight to request a Cliiinge but sliall have no iiglit to requiic a Change which is not 
contemplnted by this Agreement without tlie prioi ivrittcii coiisciit 0 1  Owner: Iio\vcvci, nothing herein shall be coiistrucd to restrict Contractor’s 
right to icquest an equitable adjustiiiciit i n  tlie * * *  and Scliedule to mitigate inipncts caused by cveiits such as, but not limited to, Force Majeure and 
Change in Law 

9 FORCE MAJEURE 

9.1 Evcnt of Force Maicutc Thc pcifoiiiiaiicc by Owiici or Contiactor undci this Agtccmcnt shall be cxcuscd to the extent that such Pai.ty’s 
performance is dclayed or pi-cvetited by reason of an cvciit of‘ Force Majeuie I f  a Patty is oi will be reasonably prevented fioin perforiiiing its 
obligations undei this Agtecmcnt by nn event of Force Miijcuic, such Party slinll use ;dl coiiiiiiercially rcasonable efforts to ieniove the cause 
affccting such non-pcrlormancc and to niiiiiiiiizc and mitigarc any dclay in  01 impact upon the pcrioriiinncc of this Agrccincnt or any damage to 01 

other itiipact upon the 
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Equipniciit 01 tlic Owner Equipniciit I f  an cvcnt of Foicc Majcuic occuts, the Paitics shall ***  to: (a) * * *  foi,a pciiod of tinic rcasonably necessary 
to ovcrconie tlie cffect of tlie delay. and (b)  the Contract Price, + ' r * ;  provided, that Contractor shall *** on Change Orders whicli result fkoni a11 

event of Foice Majeuie 

9.2 Nolicc I f  :I Patty is oi'will be leasonably prevented from pcrforming its obligations under this Agreement by an event of Force Majeure, then i t  
shall notify tlic otliei Pal ty of the obligations, tlie performance ot which is or will be prevented, and tlie nature and cause of the event in wiiting 
within * * *  alter tlie iiotifyitig Party or its Project Manager becomes aware, through the exercise of reasonable diligence, of the evciit of Force 
Majeure The Party affected by a n  event of Force Majeure shall provide tlie otliei Party with weekly updates (a) estimating its expected duration, the 
cost of any remedial action, a n d  tlie piobable impact on tlie performance of its obligations hereunder, (b) of the actions taken to reiiiove or 
ovcrconie tlie cvcnt of Foice Majeuie and (c )  of tlie cfforts taken to mitigate or limit damages to tlie other Party. The Party alfected by an event of 
Force Majcurc shall also pi-ovidc written notice to the otliei Party wlieti it ceases to be so affected. 

9.3 Susiiension; Tei-niinatioii Due to Foice M a h  I f  any event of Foice Majeure claimed by Conti,actor delays Contractoi's performance for an 
aggregate time pcriod greatcr than +** consecutive Days, then Owner, in its sole and absolute discretion, shall have tlie right to terminate this 
Agreement (or the affected poi tion of t l ie  Work) without penalty in accordance with Section 23.7 If any event of Foice Majeuie claimed by Owner 
delays Conti actor's perforniancc of substantially all of the Work for ai1 aggregate time period greatei than *** consecutive Days, then Contiactor, 
in  its solc and absolute discretion, shall have the right to suspend performance and demobilize under this Agreement without penalty in accordance 
with Section 23.7 I l  any cvcnt of F o m  Majcuie clainied by Owner delays Contractor's performance of substantially all of the Woik in  any *** 
t ime  pcriod for an aggtcgatc tinic pcriod grcatci t h a n  **4: Days, thcn Contractor-, in its solc and absolute discretion, shall have the right to tcrminatc 
this Agreemen! without penalty i n  accordance with Section 23.7 

I O  

10 1 Mechanicitl Completion Instxction At lcast thirty (30) Days prior to the date upon which Contractor expects to achieve Mechanical 
Completion, Contractoi. shall notify Owner i n  \vi iring thcieof and shall take necessary nieasures to allow a preliminary inspection of the Facility to 
be conducted by Owner sntl i ts  rcpreseiitiitivcs Contractor sliall include wiih such notice documents and information prudent or convenient for 
Owncr to determine wlicthet Mechanical Conipletion is achieved If Owner notifies Contiactor of any deficiencies i n  the Woik, Continctor shall 
iminediately remedy such deficiencies as part of the * * *  d u d  piovide Owner with the relevant documentary evidence of the correction 

10.2 Mechanical Coniiiletion "Mechanical Coniplction" shall be deemed to have occurred upon satisfacrion of a11 of !he following conditions: 

MECIIANICAL COMPLETION: PERFORMANCE TESTING; SUBSTANTIAL COMPLETION: FINAL COMPLETION 

(a) All iiiittct ids, cquilinicnt and systcins iclatcd to tlic safe start-up and testing of the Facility shall have bccu constructed and installcd i n  
accordance with this Agreenient, including tlie Specifications and applicable Laws, and in a manner that does not void any warranties, and tlie 
Equipment and Ownci Equipment lor !lie Facility shall be mechanically and elcctrically sound, all reiluiied pie-opeiationnl testing foi tlic Facility 
shall have bccn satisfactoi ily cornplctcd. and all 
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systciiis foi the raclllty dial1 have bccn clicclccd toi  alignmcnt, lubi icatioii, iotation and hydiostatic and pncumatic pics\uic intcgi ity, 

(17) All  systems and components for tlie Facility sliall have been tlushed and cleaned out as nccessaiy, and tlie Equipment and Owner Fquipment 
lor the Facility shall be ieddy to suppoit tlic coninienccmcnt 01 Peiiotniance Testing lor tlie Facility. 

(e) The Parties sliall have agiccd upon the Testing Pioceduies lo i  the Fnciltty, 

(d) The Equipment and Ownei Equipment foi thc Facility shall bc capable of being tested 111 accoidaiice with Exhibit A-2 without damagc 
thereto or any other portion of the Facil~ty or to any propcrty or iiijuiy to any Person and 111 coiiipliance with all applicable Laws m d  a l l  permits 
and licenses iequiied by sucli Laws. 

(c) Contractor sliall Iinvc ptovidcd thc applicablc Documciitatioii that I S  nccdcd to stai t-up. opciatc and  maintain tlic Facility (includiiig the 
O&M Manuals), wliicli Documentation sliall liave bceii approved, 111 tlie reasonable determination ot Owncr, as adequate Tor the st'ii t-up, operatioii 
and inaiiiteiiaiice of the Facility (such approval not to be uiiieasonably withheld or delayed), 

(0 Contractor sliall have providcd the training olOwiiei's peisoniiel and repiesentatives as iequi ied by Exhibit A-I foi opetation of the 
Facility; and 

(g) Contractor shall liave dclivcicd lo Owiiei ;I certilica~c signed by Coiitractoi cei tifying that all 01 tlie pieccding coiiditioiis 111 t h i s  Section 0 
have been satisfied 

Contractor shall not commence Peifoimance Testing for the Facility un t i l  all of the above conditions for Mechanical Completion have been satisfied 
and Contractor shall have provided tlie required prior notice to Owner 0 1  thc applicablc Perforiiiance Testing and given Owncr a n  opportunity to 
attend 

I f  Contractor is unable to satisfy any of tlic forcgoiiig conditions as ti icsult of any cvcnt or circumstance foi which ncithcr Contiactor nor any 
Subcontractor is responsible, tlie improper perforniancc of any Owner Equipment or any otlier f au l t  o f  any supplier of any Owner Equipment, and 
Coiitractoi has complied witli its obligations ielating to such Owner E,quipmcnt i n  accordance witli Section 3.1 (a)(iil, Contractor shall be entitled to a 
Change Ordci, providiiig, at Owncr's clcctioii, tliat such condition is dccmcd to Iiavc bccn satisticd (but only to tlic cxtcnt Contracloi is unablc to 
satisfy such condition) or for ++* and tlie Schcdulc or otliei-wisc as may be rcasonablc under the circumstaiiccs 

10.3 Performance Testing" As sooii as icasonably piacticablc followiiig Mechanical Completion and after providing Ownel. at least live (5) Busincss 
Days prior written notice (unless Owner agrecs to ii shorter riotice period or regulatoiy rcquirerncnts necessitate a loiigei rioiice period), Contractor 
shall comiiieiice Performance Testing of tlic Facility, wliicli Pel foimnncc Testing sliall be completed in  accordance witli Exhibit A-2 Owiiei and its 
agents, representatives and  invitccs. iiicludiiig aiiy inticpendent third pili ty inspcctol- and any of its other coiitractois foi thc Pi oject or their 
respecfive agents, repcseiitalives aiid iiiyirces, shall liavc ihc righi io  iiiiciid mid witness tlie Pel [brmancc Testing After tlic coinplction of  
Performance Testing for the Facility, Coiitiactoi- sliall detcrmirie and submit to Ownci-. i n  writing and elcctronically, tlie iraw data and  completed 
results of such Perfomimcc Testing. togctliei with a conip:irison of such rcstilts to tlie applicable Perfoi-mancc 
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Guarantees aiit l a statcinciit wlietlier such iesults satisfy tlie applicable Pcrfbi iiiaiice Guarantees By subriiittirig sucli taw t la ta  atid cotiiplctcd results, 
Contractor represents tliat siicli raw data, and tlie conversion of such raw data into tlic test icsiilts, is acciiiate 

10 4 Satisfaction of Perforinniice l-estiiiq within * * *  Days aflei i t  receives llic iesii~ls for all of llic Pciformance Tcsting for tlie F;iciliIy, iiiclutiiiig 
tlic undcrlying law data and otlicr infoiniation i-equircd by Section 10.3, Owner sha l l  i,espond i i i  wiitiiig to Contiactoi stating wlictliei (a )  such 
Perfomiaiice Testing was perloriiied according to \lie Testing Procedures, and (b) the rcsults of such Perlormance Testing satislicd the applicable 
Pcrformar~ce Guararilces, 01, i f  Owner does iioi believe tliat is !lie case, Owner shall piovidc its leasoils TJpoti its ieccipt of aiiy such icspoiise lioin 
Owner that is not iii tlie affirmative, Contiactoi shall promptly take wliatevet action shall be iiecessaiy to cure the defect i n  such Pcifoiiiiance 
Testing, adjust or modify any of tlic Equipinciit, or iequire adjiistineiit or modification of Owner Equipment in accordance with Section 3 .  I (ii)(ii),  or 
oiliciwise in order to satisfy the applicable Perfoirnance Guaraiitees so noted by Owner aiid sliall promptly repeat such Pci forinance Tcsting iii  

accordaiicc with Scctioii 10.3 and this Sccrion If, following such Pciforiiiaiicc Tcsting, citlicr: (a) Ownci. agiccs ilioi tlic applicable I’ci foi tiiaiicc 
Guarantees linvc been satislicd a n d  that such Performance Testing was pel formed according to tlie Testing Procedures, (b)  the lailuie to meet any 
applicable Performance Guar-aritee is attributable to tlie perforinance of  Owner Equipment (otlici than due to Conri;ictor’s lniliiie to l t i l l i l l  i ~ s  
obligations set foitli i n  Section 3.1(al), oi (c) Ownci fails to icspond within the tiiiic pciiod sct forth above, tlicn tlic applicablc Pcitoitiiaiicc 
Guarantees sliall be deemed to have been satistied on tlie date of conipletion of such Pel-formaiice Testing foi- tlie purposes of calculating tlie 
applicable Delay L iquidated Daiiiages Notwitlistaiitlirig anything i n  this Article to the coritiiiry. iio ngrccmerit, coiifii-iiiatioti, statcriient or otlieiwisc 
of, or tlic lack tlicicol Tioni, Ownci iclating to wlictlici such Pcrfoimancc Tcsting was pcrformcd according to tlic Tcsting Proccduics or  wlictlici the 
results of sue11 Performance Testing satisficd the applicable Perforinance Guai antees shall relieve Contractoi- ot any of its obligations under this 
Agiecnient All costs that Contiactor iiicuis it1 satisfying its obligations tiridei this Article are part of the ***, cxcept that  Conti-actor sliall be 
reimbursed through a Change 0idcr  for additional costs i t  inay incur due to dcfects in  Owner Equipment that tire not the iesult of Coiitiactoi’s lniluie 
to comply with the requiremcnts set foi tli i i i  this Agiecnient or daii iage to Equipment included in tlie Facility that was not tlic fault o f  Contractor or 
any Subcontractor. including lbr any repcat Pel fotiiiance Testing and tlie consuniables and spnrc parts associated tlieiewitli 

I O  5 Substantial Complction Punch List Prior to Substantial Completion, Contractor shall submit to Owner, for Owncr’s icvicw and approval (not to 
be unreasonably witlilicltl or delayed), [ l ie Substantial Conipletion Puiicli List 1:ollowiiig review and approval of sucli Substantial Completion Puiicli 
L.ist. Contractor sliall work diligently to completc all items contained theieoii i n  a tiriiely niaiiiier in accordaiicc with this Agreement 

I O  6 Substantial Coiiii>lction “Substnntis l  Completion” shall be dcetned to have occuiretl iipon satisfaction of all of tlie following conditions: 

(a) Mcclianicnl Complctioti sIia11 h a w  bccii acliicvcd; 

(b) Tlic Facility s h a l l  be capable o f  being operated iii accordance with tlic Specifications witliout tlatnage tliercto or to any propcrry or injury to 
any Persoii and in  conipliance with all Owticr Peimits. Laws aiid orders of all Govcrnment Authorities then i n  effect: 
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(c)  Contractoi sliall have perfoi med Perfoiiiiance Testing foi tlie I’acility and tlic I esults of such Perfoiiiiance Testing shall have satistied tlie 
applicable Minimum Perfbrmaiice Guarantces, all according to the applicable Tcsting Procedures and tlie iequiremcnts o l  Article I O ;  

(d) Contractor slialt have completed the per foi.inaiicc of the Services accoidiiig to all of the piovisioiis oftliis Agrecmcnt. with the exception 
of tliosc itciiis spccificd in thc Substantial Coiiiplction I’u~icli List, wliicli Contiactor shall Iiavc picpaicd and for which Coiiti actor shall have 
received approval from Owner (such approval not to be unrcasonably witliheld or dclayed); 

(c) Contiactor shall have deliveied to Owncr all Docunient;itioii that Contiactor is requiied to dclivci to Owner pu r s imt  to Exhibit A-3; and 

(f) Contractor shall have delivered to Owncr a certificatc signcd by Continctor certifying that all or  the pieceding conditions in tliis Section 
have been satisfied. 

Upon satisfaction of all 0 1  tlic foregoing conditions for Substantial Coiiipletion. Owncr shall accept tlie Facility, subject to Final Completion 
accoiding to this Article 10, by deliveiing to Contiactor notice of tha t  acceptance promptly. and Contractor shall turn ovei risk of loss and care, 
custody, control and operation of tlie Facility to Ownei Foi tlie purposes of  calculating L,iquidated Damages, the date upon which Contractor submits 
tlie certifying notice required by tliis Section 10.6 ( i t  such notice is accurate) shall be deemed the Substantial Coinplction Date 

If Contiactoi is uiiable to satisfy any of the foregoing conditions as ii rcsult of any event 01’ ciicuiiistaiice lor wliicli rieither Contractor nor any 
Subcontractoi is icsponsiblc or as a result of tlic imptopel pci foi-iiiancc of any Ownci Equipiiicnt 01 any othci l‘ault of any supplicr of any Ownci 
Equipment and Contractor lias complied with its obligations rclating to such Owiicr I!quipmeiit i n  accoidancc with Section 3 .  I (a)(iil, Contractor shall 
be entitled to a Change Oidei providing, at  Owiier’s election, that such condition is decnicd to have becn satisfied (but only to tlie cxtciit Contractor 
is unable to satisfy such condition) or for **’& and tlie Gunranreed Substantial Coinpletion Date or otherwise as {nay be I-ensonable under thc 
circumstaiices 

10.7 Final Conialetioii “Final  Completion” shall be deemed to liave occui-I cd upon satisfaction 01 a11 of thc following coiitiitions: 

(a) Contractor shall have achieved all conditions for Siibstmitial Coniplctioii; 

(b) Coiitractoi shall liave coinpletcd all Pel foriiiance Tcsting and eitliei (i) all I’erfbi~niiiice Guarantees shall have bceii satisfied according to 
the Testing Procedures, 01- ( i i )  Conti-actor shall liave satisfied all of tlie Make Right Perfbi-mance Guarantees and shall Iia\;e satislied its I’erloriiiance 
Liquidated Damage obligations as requiied by Section 12 2 foi tliosc Perlbimance Guaiaiitees that allow a pci Ibiinance buy-down: 

(c) The pcrroiiiiancc of the Scrviccs (cxccpt foi Sci.viccs rclating t o  any wairaiity Woik) shall bc one Iiundrcd pcrcciit (100%) coiiiplctc, 
including the coinpletion (or buying down) by Contractor of ill1 items on tlie Substantial Completion Punch List i n  accordance a i t l i  this Agreement; 

(d) Contiactoi shall have clcliveied to Oiviici thc Documciit;ition t1i:it Contiactoi is icquiicd to dclivet to Owiiei puisu;uit to Exhibit A-3 dated 
as of tlie Final Coiiipletioii Date; 
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_ _  
( e )  Tlieic shall exist no Contiactoi Default and no event wliicli, with the passage of t ime 01 tlie giving of notice 01 both, would be a Contiactor 

Del'tult. and 

(0  Contiactoi sliall liave delivcicd to Oanei a certificate signed by Contiactor certifying that all of tlie preceding conditions in t h i s  Section 
lid\ c bccn satiaficd 

1 I 

1 1  1 Intentionallv O m i M  

1 1 2 Owiiei's Rielit to Ooerate Piior to Satisfaction of Perfolinance Guarantees , If the Facility fails to satisfy tlie Performance Guaiantees during tlie 
Pel lonnance Testing or fails to acltievc Substanlial Completion by the Guaranteed Substantial Completion Date and the Facility can be operated i n  
compliance with applicable L.aws, Ownei ii i  its sole discletion. shall have the right nonetheless to operate tlie Facility and shall give Contractor 
written notice of its decision I f  Owner elects to operate tlie Facility and, during such time, does not peimit Contractor to cuie tlie Defects necessary 
to salisfy tlie Miiiiniuni Perfoi-iiiaiicc Guarantees. tlien tlie Guaranteed Substantial Completion Date and Guaranteed Final Completion Date ( i l  S U C ~  

dates liavc not passed) shall be extended on an equitable basis until such time as Owner tenders tlic Facility to Contractor for fuitlier Seivices and 
Peiformance Testing. and  Controctoi shall be entitled to a Change Order for equitable schedule and/or piice adjustment Owner shall bear tlie risk of 
loss during suclt time its i t  opciates the Facility Ownei's operation of the Facility under this Section sliall not reduce Contractor's obligations under 
this Agreement, including Conti actor's obligation to cause tlie Facility to satisfy the Specifications and applicable Performance Guarantees, except 
tor no1 mal wcai and tcai and  opciation not i n  accoidaiicc with tlic Specifications or Prudent lndustiy Practices Notwithstanding anything to tlic 
contrary, if Owner elects to opei-ate the Facility for more than #:** as contemplated i n  this Section 1 1  "2,  and such election to operate prevents 
Contiactoi lioni piocecding timely with cui ing any Defects during such operating time, then the degradation CUIVCS set forth i n  Exhibit A-2 shall 

OWNER'S RIGHT TO OPERATE 

apply 

12 2.z 
12 1 *:c:i; 

12 2*** 

12 3""* 

- 

I 2  4 Pavinent The **" specified i n  Sections I 2. I and 1z.L. if owing following the application of tlie provision of Section 12.3, sltall be due and 
payable * * *  written demand by Owner *** that reniain unpaid after the expiration oisucli ten-Day period shall bear interest at tlie Prinic Interest 
Rate plus 4% 1x1 annuin 01 thc Iiiglicst iatc allowccl by applicable Law, whichever is less. Any *** disputed by Contractor and dctciinincd to be 
payable pursuant to thc  resolution o f  srrcli dispute i n  accortlatice with this Agreement dial1 also bear interest from tlie expiration of tlic ten-Day 
period icfciied to above at tlic Piinic Inteiest Rate plus 4%) pe i  aiinuin 01 tlie highest rate allowed by applicable Law, whichever is less 
Notwithstanding tlie :isscssiiicni 01' intcresl, and i n  addition to its other rights and remedies, Owner shall have the right to offset tlie amount of any 
:c*:k plus intcrcst against any B I ~ O U I ~ ~ S  duc or tliiit niay beconie clue to Contractor under this Agreement Any amounts of *** determined to be 
\vi-oiiglully iissessed apii ist  Conti:tctoi by Ownci s1i;ill bear intci-est. lioni 
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the time such amounts weie paid by Conti-actoi or offset by Ownei, at the Prime lnteicst Rate plus 4% pei annum 01 the highest late allowed by 
applicable Law, whichever is less 

13 WARRANTY 

13 1 Services Warranty Period Contractor warrants that al l  Services will be perforiiictl i n  ii professional and woi-kmanlike manner, will conform to 
tlie requiiements of this Agreement, including tlie iequiicnicnts set loitli i n  Section $. 1 (o)(ii), and will reflect competent professional lanowledge and 
judgment Tor a pcriod coinmeticing on the date such Seivice was pcrfoimed and ending *** after the Substantial Completion Date (tlie “Services  
W a r r a n t y  Period”), provided that tlie Services Warranty Per iotl foi eacli Seivice pei formed with iespect to the Substantial Completion Punch List 
sliall commence upon Contractor’s completion of. and Owiicr’s acceptance of, such Service and shall continue for a peiiod o l  **+ tlieleafter or after 
tlie Substantial Completion Date, whichever is latcr 

1 3  2 EquiDment Wariantv Pwiod Contractoi \variants that the Equipment funislied to Ownei will be fice fro111 Defects i n  workmanship antl material 
and will conform to this Agreement, including the Spcciiicatioiis, for a pcriod of *** Trom Substantial Completion (the ‘‘ Equipment  W a r r a n t y  
Period”), provided that (lie Equipment Warranty Period for cacli item on tlie Substantial Completion Punch List shall commence upon Contiactoi ‘s 
completion of, and Ownei ’s acceptance of, the particuiai Substantial Coiiiplction Punch List item and shall continue foi a pel iod of *** thereatter 01 

after the Substantial Completion Date, whichever is later I n  addition. to the extent tlie Owner and Contractor negotiate an equipmeiit warranty 
period with a Subcontractoi that  exceeds tlie time periods set foi.tli herein. Contractoi shall assign foi tlie benefit of tlie Owner any such warranty 
pciiod that excccds tlic * * *  pcriod 

13 3 &tension of Warranty Periods I f  a Defect (as defined i n  Section 13.4) is discovered within tlie applicable Warranty Period and such Defect is 
not cuied to tlie leasonable satisfaction of Owner, tlicn the applicnble Warianty Period shall be extended to the *;l* oftlie date sucli Defect was 
corrected, but only with respect to tlie Equipment or Seivice t h a t  was the subjcct o f  such Delect I n  no event shall any Services Wairanty Peiiod or 
Equipment Warranty Pcriod extend beyond :l** from the Substantial Completion Date 

13.4 Defects If, within tlie Sei vices Wan-anty Pci-iod or Equipnicnt Warranty Peiiod. as applicable, breaches or fbiluies of the loiegoing wmantics  
(“Defects”) are discoveied by Owner or Contractor. Contractor s1i;ill commence, within a timely iiiininei upon being discovcied or upon notice from 
Owner, to correct, and diligently antl continually posecute iiieasuics which are reasonably calculated to C O I  rect, such Defects, including re- 
performance or re-provision of any ;iffected poi lion of the Work and repair ol any resulting damage. and shall demonstiate to Owner’s reasonablc 
satisfaction that such Defccts liave been piopci ly coirccted The 1’;trties shall use commercially reasonable efforts to coordinate perlbi niance of 
warranty Work at a time iesponsive to and consistcn~ with Owner‘s interest i n  the etlicicnt opcration of its business and so as to minimize revciiue 
loss to Owner and io avoid disruption of Owner’s operations at  the Facilily. Contiactoi shall be I-csponsible for all inspection, removal, pacltaging, 
transportation, installation, and consulting foi tlic coriectioii of DcTects Owner sliall provide Contractor with reasonable access at tlic Site to coircct 
Defects. All  costs of coiiecting Wai-ranty Dcfccts shall bc tieateti +**  A l l  such Wairanty costs shall be : e + ’ 6  
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13 5 Resuonsibilitv tor Wariaiitv WoiIc Continctor shall liave primary liability with respect to the wairanties i n  this Agreeriient otliei tliaii foi the 
Owner Equipnient, wlietliei or not any Defect 01 otliei iiiatter is also covcied by a warranty 0 1  a Subcontractoi, aiid Owner need only look to 
Coiltractor lor corccctive action In additioii, Con~ractor's \varranlies sliall 1101 be restrictcd i n  any nianner by any warranty of ii Subcontractor, ;ind 
the  refusal of a Subcontractoi to provide 01 Iioiioi ii warranty 01 to coriect defective, deficient 01 iioiicoiifoiniing Work shall not C X C U S ~  Contiuctoi 
from its liability on its wairanties to Owiicr Contractoi shal l  have no responsibility to perl'om~ any warranty Work with respect to Ownci- Equipnicnt 
unless any Defect with iespect to such Owner Equipinent is att i  ibutable to Coiitractor 's Iailuie to coinply with tlie iequireiiieiits set forth in  
Section 3.1 (a)  

13 6 Title Warraiitv Contractor warrants that i t  shall provide to, aiid, effective as of tlie applicable date set foitli i i i  Section 22. I ,  licieby assigns and 
transfcis to, Owner good, marketable and exclusive title to tlic paid-up Equipiiient, flee and cleni of all Liens: piovidcd. Iiowevcr, that  Coiiti actor 
shall not be requircd to assign arid tiansfci to Ownci good, markctablc and cxclusive title to ccitaiii iiitcllcctual piopcity to be licensed to Owncr as 
provided in Article 19 Contractor represents and warrants tha t  i t  has tlie right to grant the license rights granted by Contractor licrcin I i i  the event 
o i  any nonconformity with or breach of this Section, Contiactoi shall, at its owii expense, promptly, and i n  any event witliin tliiity ($0) Days 
tlicrcof, iciiiovc any 1 icn on any of such Equipment 01' othciwisc provide Ownct good, mailtctablc and exclusive title to such Eqipiiient, Ircc and 
clear of all Liens, or. as tlie case may be, provide Owner tlie license rights purported to be granted by Contractor herein; provided, that,  i f  Conti-actor 
is unable witliiii such thirty (30) Day period to ieniove such L,ien. Contiactoi may post a bond i n  ai1 mnount (;tiid otlieiwise i n  form and subst:iiice) 
reasonably acceptable to Owner so long as Contractor continues to use all commercially i,easonrible efforts to reiiiovc such Lien as promptly ;is 
practicable This Section sliall survive tlie expiration, cancellation or termination of this Agreement 

13.7 Intellectual Propertv Wairantv. Contactor represents and wan-ants tliat tlic Sei vices performed by Contractor 01 its Sub~~ii t r ; ic tois ,  the 
Equipiiient and tlie Docuinentation, 01' any part o f  any of the foiegoing, will not infringe 01 constitute a misappropi intion ol any right of a n y  tliiid 
pal ty. including any copyi,iglits, inask work rights, patent I ights, trademarlt rights, trade secret rights or confidentiality rights 

13 8 W a i ~ a i i ~ v  Assistaiice. During the Warranty Periods, Ownei shall, without cost to Contractor: (a )  provide Contractor reasonable workiiip access 
(subject to such restrictions and conditions as Owner m;iy liave instituted geiieially foi its coiitractoisj to the Site to ieiiiove, disassemble. replace and 
ieinstall any Equipment with respect to which a Defect exists; (b j  remove any niateiial or stiuctuies not piovidcd or instnlletl by Chiitlactor; and 
(c) pi-wide Contractor reasonable access to Facility personiiel as are reasonably necessary to assist Contractor in the perlormance 0 1  its warranty 
obligations 

I3 9 Conditions of  Wairantv To tlic cxtcnt that Contiactoi sliows that any failuic by Contiactoi to mect tlic iorcgoing wailantics is tlic ~csiilt of 
( a )  Owner's failure to maintain the Equipment furnished i n  a reasonable iiiaiiiier or in  accordance wit11 any I easoiiablc Contractor requircmeiits 
conveyed to Ownei, (b) Owner's failure to opeiate tlie Equipment witliin its inting 01 to opeiatc and maintain tlic Equipiiient i n  a I easoiiable i i in i inei  
c ~ n s i s t ~ t i t  with cquipiiicnt vendors' instiuctions, (c) Ownci subjecting tlic Equipment to abusc or niisusc, or ( d )  iioimal wciir and teoi 01 coi I osion 
inlierent i i i  the operation of tlie Facility, tlieii, to tha t  exteiit, Contractor sliiill be excused foi- siiitl failure 
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I3  10 Exclusive Wailanties THE WARRANTIES SLT LORTH IN THIS AGREEMENT ARE EXCLUSIVE AND ARE IN LIEU OF ALL OTHER 
WARRANTIES WIlETI lER STAl UTORY, EYPRESS, OR IMPLIED (INCLUDING ALL WARRANTIES OF MERCIIANTABILITY AND FITNESS 
FOR A PARTICULAR PURPOSE, AND ALL WARRANTIES AI<ISING FROM COURSE OF DEALING OR USAGE OF TRADE) Correction of 
Defects i i i  the mannei and witliiii the pel loci of t ime piovitled liereiii shall coiistitute complete fulfillment of all of tlie liabilities of Contractoi with 
respect to such Defcct, wlictlier tlic claims by Owner ‘ire based III ~ o n ~ r ~ i c t ,  i n  toit (including negligence and strict liability), or otherwise 

14. INDEMNIFICATION 

14 1 Coiitractoi ’s Inciemnity Contractor shall iiideiiiiiify and liolcl Iiariiiless Owner, its paients and Affiliates, and their respective partners, 
sharelioldeis, menibcis, agcnts, employces, olficcrs, directois aiid lendcis (collectively. the “ O w n e r  Indemni tees”)  from aiid against: 

(a) any and all Third I’aity Claims aiid all damagcs, liabilities, Iosscs, costs and expenses associated therewith (including attoineys’ fees and 
otliei. professionals’ fees) foi any injury of oi dcatli to persons, damage to 01 destiuction of third pai ty piopei ty, contaiiiination of the environment 
or in-iury to natural resources, whetl~er contractual, i i i  tort, or as a matter of strict liability or liability iiiiposed by Law, to the extent any of the 
foregoing arise out or tlie iiegligeiit oi willful or wiiiitoii acts or omissions of Contractor, any Subcontractoi or any of tlieir respective employees, 
agetits or tliird parries OVCI wliicli either 113s i,easonablc coiifrol dur iiig the pei foriiiaiice of the Services, and 

(b) any and  all claims, demands or causes o r  action of eveiy kind and character by any Pcison and all damages, liabilities, losses, costs and 
expenscs associated therewith (including attoineys’ k c s  arid otlrei profcssioiials’ fces) for: 

( i )  aiiy violatiori or alleged violation of Laws by Contractor, aiiy Subcontiactor or any of their respective employees, agents or thiid 
parties o v a  wliicli e i h e r  lias ieasoiiable coiitiol (unless caused by Owner, niiy of Owner’s Arfiliates or subcontractors, or any of their respective 
einployees 01 agcnts or tliiid pai ties ovci wliicli any of tlieiii lias contiol); 

(ii) any action taltcn by Contractoi, any Subcontiactor or any of their respective employees, agents or third parties over wliicli eitlier has 
reasonable control, wliicli action results ditectly i n  Owner violating any Law; 01- 

(iii) any pioliibitcd assignment by Coiitiactoi of this Agreeiiicnt 

14 2 Owiim’s Indemnity Ownci- sliall iiiclemnify and  hold liai mless Contractor, its parents and Affiliates and their respective partners, sliareliolclers, 
niciiibers, agents, employces, olliccis. diiectois, and lentleis (collectivcly. h e  “Cont rac tor  Indemnitees” and, togethci with tlie Owiier 
Indcmnitccs, collcctivcly tlic ” lnt lemnif ied Part ies”  and individually a11 “Indemnif ied Party”)  f iom and against: 

(a) ;my and all Third Party Claims aiid al l  tlaiiiagcs. liabilities, losses, costs and expenses associated tlieiewitli (including attorneys’ fees and 
other professionals’ fees) I“OI any i i i ju i  y of 01- death to peisons, damage to 01 destruction of tliiid party property, contaminatioii of the eiivironmeiit 
01 injuiy to natural ~csourccs, wlictlicr contractual, iii tort, or as a iiiattci or  strict liability or liability imposed by LAW, to tlie extent any oftlie 
foiegoing ai’ise out of the negligelit 01 willful 01 wailtoil 
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acts 01 oiiiissions of Owner 01 any of its employees, agents or t1iii.d parties over wliicli i t  lias reasonable control du~i i ig  the perforinance of tlie 
Services; and 

(b) any and  al l  claiins, deinands or causes of action of every kind and character by any Person and all damages, liabilities, losses, costs and 
cxpcnscs iissociatcd tlicrcwitli (including attoiiicys' fees and otlici professionals' fees) for: 

(i) any violation 01 alleged violation of L.aws by Owner, its employees or agents or third parties over wliicli i t  has contiol (unless diiectly 
caused by Contractor, any of Contiactor's Affiliates, aiiy Subcontiactor, or any of their respective employees or  agents oi  third parties over 
wliicli any of them lias control); 

(ii) any proliibited assigiiinent of this Agreement by Owner; or 

(iii) any pic-existing Hazardous Matcrials 

I4 3 Intellectual Propertv Indcniriitv. Contractor sliall, at  its own non-reiiiibursable expense, defend, indcmnify and hold liarinless Owner 
Indeniiiitces against any and all dainages, liabilities, losses, costs and expenses (including attorneys' fees and otlici professionals' fees) associatctl with 
any claims, suits or proccediiigs brought against any of the Owner Indeinnitees based on an allegation tliat any Sewices pertoimcd by Coiitractol or 
its Subcontractors, tlie Facility, the Documentation or tlie E,quipment, 01 any part thereof, or use tliereof, constitutes an iiifi ingemeiit or 
misappropriatioii of nriy riglit of any tliiid party, includiiig any copyrights, mask work rights, United States patent rights, tratlcmarlc rights, trade 
sccret rights, confidentiality rights or other piopei-ty rights, if Contractor is notified pi omptly i n  writing and given authority, in  formation, ; i d  

assistance for tlie defense or settlement of sucli claim suit or proceeding Contractor will not be responsible for any settlement of such suit or 
pioceeding mode without its written coiisciit. Contractor shall obtain Owner's written consent, whicli may be witlilield in Owner's sole discretion, 
prioi to entering into any scttlement of any such claim suit or proceeding that does not include a coinplete liability iclease foi all Ownel Indemnitees 
or tha t  would proliibit or iestiict use of any part of the Facility, tlie Documentation or tlie Equipment by any Ownei Indeiiinitees I f  the use of [lie 
Facility, the Doctiinerrtation or the Equipment, or any part thereof, as  a result of any such claim, suit or proceeding is held to constitutu 
infi-ingement, and i ts  use by any of the Owner Iiideiiinitees is enjoined, Contractor shall, at its option and its own noli-reimbursnble expense, either: 
( i )  piocure for such Owriei Iritlernnitees tlie riglit to continue using the Facility, tlie Documentation 01 the Equipment. or any priit tlieicof to tlie full 
extent provided herein; (ii) replace saiiie with substantially equivalent noii-inflinging Facility, Documentation or E,quipment or parts tlicrcuf 
acccptable to Owner; o r  (iii) modify same in a manner acceptable to Owner and in conforinance with the functional requiiemcnts of this Agieeincnt 
so i t  becomcs non-infi ingiiig Contiactor sliall flow down the requirements of tliis Section 14.3 and make Ownci direct beneficiaiy of tlie 
indcrnnification obligation iii its subcontracts with all Major Subcontractors. Notwithstanding anything to tbe contrary, Contractor's obligations under 
tliis Section 14.3 shall not apply to tlie Ownci Equipment or any manuals 01' ot1;ei docuiiieiitatioii provided by the suppliel or  tlie Owiiei Equipmeiit 

14 4 Indciiinity Pioccduics for Tliiid Paitv Claims. 
(a) i n  tlie event o l  :i Third Paity Claim with respect to wliicli an liidemnified Party has a claim for indemiiificatioii tindci h i s  Article, tlieii tlic 

Indemnified Paity iiiust notify the iiideiiinifyiiig Party thereof i n  wi,itiiig of tlie existence of such Tliiid Party Claim and must delixcr copies of aiiy 
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documcnts scrvcd on tlic Indciiinificd Party with rcspcct to such Tliiid Party Claim; piovidcd, liowcvci, that any failuic to notify tlic indcninifying 
Paity or dclivcr such copics will not relicvc the indemnifying Party froin any obligation hereunder unless (and then solely to tlie extent that) tlie 
indcninifying Party is iiiatcrially prcjudiccd by such failuie 

(1)) The indemnifying Pal-ty shall havc tlic right to conduct and control, through counsel of its own choosing, reasonably acccptable to the 
lndeninificd Party, any Third Party Claini; providcd, however, that (i) if iequested by the Indemnified Party, the indemnifying Party provides tlie 
Indemnified Paity with evidcncc reasonably acceptable to the Indemnified Party that the indemnifying Party will have the financial resources to 
defend against tlie Third Pal ty Claim and fulfill i t s  indeninification obligations hereunder, (ii) the Indemnified Party may, at its election, particip:ite 
in the defense thereof at its sole cost and expense and (iii) i f  (A) tlie indemnifying Party shall fail to defend any Third Party Claini, (B) the Parties 
mutually agree i n  wiiting to allow the Indemnified Party to assume the defense of such Third Party Claim and forego any indemnity claimed under 
this Article, ( C )  in  the reasonable opinion of legal counsel for tlie Indemnified Party, such Third Party Claim involves tlic potcntial imposition of 
ci iminal liability on the Indeninified Pal ty, its diiectors, officers, employees or agents, (D) i n  the reasonable opinion of legal counsel for tlie 
Indciiinified Party, the Third Party Claim involves, or is likely to involve, any claim by any Government Authority or (E) in the reasonable opinion 
of legal counsel for the Indemnificd Party, an actual or potential conflict of interest exists where it is advisable for such Indemnified Party to be 
iepicsented by sepaiate counsel, then the lndcmnified Party sliall be entitled to control and assume responsibility for tlie dcfciise of such Third Paity 
Claim. at the cost and expense ofthc indciiinificd Party Thc indemnifying Party may, i n  any event, participate in such proceedings at its own cost 
and expense 

(c) Thc indciiinifying Party, in  tlic dctcnsc of any such litigation, other piocccding 01’ othcr claim, shall havc thc right in its solc discrction to 
scttlc such Tliii-d Party Cliiini only if  ( i )  such scttlcincnt involves only the payment of money and execution of appropriate releases of the 
Indemnified Paity and its Alliliatcs. (ii) theic i s  no finding or admission of any violation of Law, and (iii) the Indemnified Party 01 i t s  Affiliates will 
h a w  no liability with icspcct to sucli compiomisc or scttlcmcnt O t l ~ c ~ ~ v i s c ,  no such Third Party Claim sliall bc sctilcd or agiccd to without tlic prior, 
written coiisciit of the Indeiiiiiifictl Party Thc Indemnified Party aiid the indemnifying Party shall fully cooperate i n  good faith i n  coiiiicction witli 
such defense mid s1i;rll cause tlicii Icgcil counsel, iiccouiitants and affiliates to do so, and shall make available to the other Party all iclcvani boolts, 
rccoids, and infoimation ( i n  such Party’s contiol) duiing noimal busincss hours, and shall fui,nish to cacli otlici such othei assistance as the other 
Party map i-easonably require iii conncctioii wit11 such defense, including making employees of tlie Indeinnified Party available to testify aiid assist 
otlieis i n  testifying i n  any such piocccdings 

I S  INSURANCE 

15 I *** Buildel’s Risk 

(2) * *+  
(b) *** 

(c)  w ’ ~  shall be in thc niiii ic ot tlic O~vncr  Contractor, i ts  Aftiliatcs and its Subcontractors *** shall be included as an ndtlitioiial insured 
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((1) *$*, Contiactor (and its Subcotitlactors) shall bc iesponsible foi deductibles up to *** per occurrcncc for all other l e a l  piopct-ty and tangiblc 
personal property (except up to * * *  pci- occurrence for start-up and testing of al l  Equipment) at  the Site *** 

( e )  *** sliall, and sha l l  cause its iindei-wiitcis to, waive subrogation against *** and its *** on sucli *** insurance policy except for any claims 
or matters i n  which tlie Equipiiient wairanty or tlie Services wairanty provided by *** hereunder are involved. It is rurtlier agreed that *** may elect 
to **** I n  the cvent that :I** elects to self-insure *** shall waive its right to recover tlie cost to repair or replace sucli loss or damage from *** in 
excess or  tlie deductible and to tlie extent that covei-age would have been available had Owner obtained the foregoing *** insurance policy Should a 
loss be sustained at the Site and i n  thc course of construction to property tliat is to be incorporated into tlie Project, *** shall replace or repair such 
loss or damage i n  accordance with tlie ternis o f  this Agreement, and *** shall be reimbursed for a11 such costs plus tlie cost of extended overhead 
(including lor home office costs and piocurcment costs). *** shall act oti behalf of ***, for tlie purpose of adjusting any loss ***" 

15 Z E  

(a) *** Witliiii *** of the Ainendmenl Date, until Final Completion, * * *  and without limiting its indemnity obligations under this Agreement, 
Contiactor shall estriblisli a ***, and sliall, foi a l l  tiers who have enrolled 01' shall enioll in tlie ***, procure, maintain and pay the piemiums for ***: 

Tsw Covel-age Aniount 

(a) Woi kers' Compcnsation including U S Longslioieiiicn's and Harbor 
Workcrs Act Coverage or otlicr Icquiicd coveiagc as appiopiiatc and 
including 11) below 

Statutory 

(b)  I~mployers Liability *** each accident; *** each employee disease; *** policy limit 
disease 
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- l j p e  Coverage Aniuunt 

(c) Commercial Cencial Liability Iiisuiancc shall be wiittcn IS0 
occurrence Form (CG 00 01 I0 01 ) or equivalent and nitist include the 
following: this Agi cciiieiit) 

*** per occurrence with *** aggrcgatc projcet specific (with 
dedicated coverage aniounts fully available to any obligatioii under 

* Products L.iability/Complete(i Opeiatioils I'oi- ''*4c beyond Final 
Coiiipletion 

- Coverage for all premises and operntions The policy shall be cndoised 
to provide the Designated Construction Project(s) General Aggregate 
Limit E~ndorscmeiit (1SO CC 2503, Ed 03/97) 

* I f  Work to be perfoimed includes construction 01 demolition operations 
within 50 feet of any iailioad property and rtffecting any railroad 
bi idgc 01 trestle, tiacks, road-beds, tunnel. uiidcrpass 01 ciossing, then 
such policy will include a Railload's Contractual Liability E,ndorsemcnt 
(IS0 CG 2417, Ed 01/06); 

- Coverage for demolition and removal of any building 01 structure, 
collapse, explosion, blasting, excavation and  damage to propet ty 
below the surface of the giourid (XCU covemge) 

* I-Iazaid aiid Personal Iiijuiy, with E,iiiployee Exclusioii and Contractual 
Exclusion Deleted 

Uiiibrella/Excess Liability Insur;ince following form and excess of 
coveiages in  sections a, b and c aboye 

Hiied and Non-Owned autoiiiobile coveiagc atldcd via cndoisement for 
Owner and Contractor 

(b) *** Ownei sliall have authoiity to exclude any Subconll.actor ***. sttcli dccision not to bc unreasonnbly delayed or withheld Until (a) ***, 

(d) ***  projcct specific per oecurrciiee and aggicgate (with dedicated 
coverage amounts tliat ale fully available to any obligations under this 
Agreeiiiciit) 

and (b) ***, for all such Subcontiactors wlio * * *  but who ale ei ipgcd to  peiioim any Seivice undei, this Agreement, Contractor shall itself obtain 
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and niaiiitaiii and shall obtain and maintain a ceitilicate 0 1  insurance lion1 such Subcontractor evidencing that its Subcontractors have obtained arid 
will niiiiiitaiii and kccp i n  full force and ellect, as part ofthe ***, Woikeis Compensation, Employers Liability, General Liability and Excess L.iability 
insuiaiice i n  tlic amounts and pe i  the iequiiements listed i n  Section 15.2(a) above and that meet the requirements of Section 15.2(cland Section 15.4 
below Sucli iiisiiraiice will tlelentl and indemnify Contractoi, such Subcontractor, and Owner and their iespective trustees, directors, ofticers, paitncrs, 
agents, icpicsentatives, and employees from claims of the type and minimum limits as set forth in Section 15.2(alabove. 

(c) *:** All of tlie above-ietcrenced insuiaiice coveiages in (a )  and (b) above and tlie additional insurance coverages as required from time to 
t h e  as noted in Section 15.3 below (which are for loss exposure otlici than Workers Compensation, General Liability, Employers Liability and 
Excess Liability) sliall be i n  rorms appioved by Owner (which approval evaluation shall not be unreasonably withheld or delayed) and with insurance 
conipanics approved to do business in  tlie State tliat have (and shall maintain during tlie applicable policy peiiod) a minimum A.M. Best iating of A- 
VI1 The insurance sliall be maintained until except lor Products L.iability/Conipleted Operations coverage, which shall be inaintained for *** 
beyond such date ***" Liability insurance coveiagc limits set foi 111 liciciii are niininiums, and dedicated to Services performed foi Ownei related to 
the Piojcct 

15 3 Contractor's and Subconti-actor's Standard Iiisurancc Requireinelits I *:F:k ot any tier, and whether ***, sliall comply with all insurance 
requirements in siibscctions (a) through (g) below *'k*: 

TYPC Coverage Amount 

Automobile. Bodily Injury and Propci ty Damage Liability insurance *** per occurrence 
on IS0  foini (CA 00 01 10 01) or equi\xleiit Mus! include coverage 
for tlie following: ( I )  owned motor vcliicles; (2) Iiiied niotoi vehicles; 
(3) otlici non-owned vehicles; ;nid (4) coverage Ior ccrrain railroad 
opei ations CAZ070 10/0 I 

All Risk Contiactoi's Equipnient Insuiance covering owned. used. and 
leased equipment icquired to pcrlorm tlic Work Contractors 01 

Subcontractors may elect to self insure sucli exposure if approved i n  
wiiting by Owiiei, which appioval s1i;ill not be uniensonably withheld 
01 delayed 

Woi kers Compensation and Employers Liability Insurance covering *** Each Accident Bodily Injury by Disease 
Off-Site Activities Only ( i f  cniollcd iii tlie CCIP. otlierwise no site 
limitation). and having North Carolina Statutoiy Linii ts  witli All 

*** Policy Limit Bodily Injuiy by Disease 

States covciiigc including U S L.ongs1iorcmcii's atid Hulbor Woi kcis 
Act Covciagc as appiopriate and I~mployei's Liability Liniits 

Comnicrcial Gcncial Liability lnsuiiincc covci inf  

*** E,acli Disease Bodily Injuiy by Disease 

*** pel occuricncc, *** Annual 
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-- Type Coverage A niiiuiil 

Off-Site Activities Only (ifenrolled in  tlic CCIP, otherwise no site 
limitation) 

If aiicraft arc uscd in pcrformancc of thc Sciviccs, Contractor shall 
provide or cause tlie operators of Aircraft to provide Aircraft Liability 
Insurance 

If Ocean Cargo Shipments are made, Contractor shall provide Open 
Cargo Insurance and fees 

If perfoiming any design, engineering or architectural Setvices, 
Professional Liability lnsumncc (also Itnown as errors and omissions 
insurance), which shall insure Contractor’s/Subcoiitractor’s liability 
ai ising out of or relating to any design, enginccring or architectural 
Scrviccs. 

Aggrcgiite 

(c) *** combincd singlc limit 

(f) The maximum valtie of sliipmcnt, including packing, freight duties. 

(g) *** project specific limit with repoi ting rcquiiemcnts for c l a i m  made 
f o r m  of **+ aftei Final Completion 

Prior to beginning Work at tlie Site, Contractor shall obtain from each Subcontractor of cveiy tier industry standard ACORD (or other Owner 
approved form) certificates evidencing the abovc coverages and shall iiialie available such ccitificates to Owner’s designated insurance administrator 
upon request All coverages and certificates further shall show Ownei as an additional insured (except Worker’s Compensation) All iiisiiiaiice covcragc 
(except Professional Liability, if any) shall include a waiver of subrogation rights by the insurer against Owncr 

15.4 General Insurance Reouireinents. 

(a )  Tlie provisions o f  Section 15.2 and Section 15.3 above do not modify or change any rcsponsibility ofContractor or  its Subcontractors as 
stated elsewhere in this Agreement. Owner assumes no responsibility foi tlie solvency of any instirel to settle any claim The insurance requiieincnts 
licrcin aic  scparatc and apait from and i n  no way limit Contiactor’s Indciniiity as statcd in Scction 14 of this Agiccmcnt Anything hcrcin to tlic 
contrary notwitlistanding, the liabilities o f  Contractor under this Agreement ~ 1 1 ~ 1 1 1  sui-vive and not be tcrininatcd, reduced or otlienvise liiiiitcd by any 
expilation or termination of insurance coveiages. Neitlicr approval nor failure to disapprove iiisuraiicc fui nislicd by Contractor shall ielicve 
Contractor from rcsponsibility to provide insurance as rcquired by this Agrccmeiit No policy sliall contain an exclusion tliat i t  would not rcspond to 
cover losses for damages to any Owner pre-existing property. All policies of insurance required i n  Section 15.2 and Section I 5.3 abovc shall be 
endorsed 01 shall otlieiwise piovide tliat Contractor’s iiisuiaiice shall bc primary with rcspcct to Contractor’s acts or omissions and not bc in excess 
of, 01 contributing with, any insurance maintained by Owner (other tlian any Buildeis Risk as provided i n  this Agreement). Owner and its successors 
and assigns sliall be named as additional insui,eds for their imputed liability as a resul! of Conkiactor’s ncgligciit opciations Iieieundei-, nsing I S 0  
additional insured (CG 20 I O )  or equivalent, under all policies of liability insul.;iiicc to be inaiiitaiiictl by Contractor (exccpt Worker’s Compensation 
Insutance and Prolessional L,iability) ‘flie liability policies 01 insurance slinll be cndoiscd or slioll otlierwisc includc a severability 01 iiitcrcst Tlic 
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policies set foi tli i n  this Article sliall each contain a piovision that coveiciges affortled undei the policies will not be cancelletl, rcricwed 01 rnatcrially 
modified unless at least *** prioi wiitten notice via certified United Stares inail has been given to Contiactoi and Owiier 01 to any other entities as 
lierein or lioreiiiafter requiied, at the address so provided to tlie insurance company All insurance required by this Article sliall be provided by 
companies leasonably acceptable to Ownel. and that have (and sliall maintain dming tlie applicable policy petiod) an A M  Best Raring of A- VI1 or 
liiglier Certificates shall be provided to Ownei on industry standard ACORD or Ownei- appioved forni showing such coverage i i i  full foice and effect 
shall be delivered to Owner witliin *’@* of the Amendmcnt Date, within *** 01 each policy renewal 01 cliangc nnd liom time to time therealter, as 
may be requested by Ownel, All policies shall include waivers of any right of subrogation of tlie insurers tlicie uiider against Owiiei and its successors 
and assigns using standard I S 0  forms or cquivalcnt Tlic existcncc of any self-insured retentions (Sins) over which tlic rcquiicd policies apply must bc 
disclosed to and approved by Owner, sucli approval iiot to be unreasonably withlield or delayed Contractor shall provide copies ol CClP plnceiiient 
and iencwal policies and al l  eiidoiseiiients to tlie Ownei not latei than *** following placenieiit 01 renewal 

(1)) Contractoi shall comply with tlic conditions stipulated i n  ciicli of tlic insurance policies Nonc of tlic insui iiiicc covcragc rcquii,cd hcicundcr 
sliall be oil “claims-made” forms, except Professional Liability Coverage amoutits intist be fully available to any obligations under this Agreement 
(not cioded by any other pioject 01 agieeinent) and apply on an annual basis. CClP provisions I b r  excluding Subcontiactors must be disclosed and 
approved by Owner iti writing prior to CClP effective date 

( c )  I f  any of the Project specific insurance required under this Article sIia11 be directly or inditectly depleted by or 11101 e (wlictliei due to 
paynient 01 insurance proceeds. creation of a reseive 01 otheiwise) prioi to Filial Completion, Contiactoi slinll obtnin fiom the insiirei ii 

icinstateinciit optioii, if conimerci:illy available at a cost comparable to the original policy cost. to each such policy iit lcast equal to tlie depleted 
anioutit ‘e**’ shall beai the cost of sucli option (including the cost associated with tlie ~cinstateiiieiit) Contractoi shall cause sucli iiisu~cr to send to 
Owner a notice of such reiiistatenieiit and a copy of the reinstated policy related thereto upon Owner exercising and payment fol t he  reinstatement 

(d) The instiinlice policies requiied by this Article shall allow for occupancy and utilization of the Facility, the Ei~uipineiit and tlie Sire by 
Owner, its Affiliates and any person reasonably permitted access t l iei eto by Ownei 

( e )  During the time any Subcontractor is engaged to pcrforiii any Scrvicc under this Agrccment, Contractor shall obtain a certilicatc of 
insurance from such Subcontiactor evidencing that  such Subcoiitractoi l ias obtained. and will m:iintain and keep i n  liill loice and cll’cct (required only 
foi off-Sitc WoIlc ***. otliciwisc for a l l  Work pci formed by any Subconti actor), Woi kci ’s Compciisatioti i n  statutory amounts, Eniployci ’s Liability, 
Commercial General Liability. Automobile Insurance and all other policies reasonably necessary to perform sucli Service with ntlequatc coverages and 
i n  siicli aniounts i n  accoidance with Contiactor’s norinal piactices and consistent witti Good intlustt y Piacticcs, and pi ovidc Ownei with evidence 
acceptable to Owner 0 1  such coverage, or Contractor shall maintain sucli coverage under its own insurance policies *** Contractor shall cnsure t h a t  
all Subconti actors obtain and maintain pi-udent insurance coverages All Subcontractor coveritges sliall waive subrogation rights against Owner and 
Continctoi All Subcontractoi coveiages sliall iiaine Owner and Contiactor as additional insuieds (except Woi-kers Compensation nnt l  PI olcssional 
Liability) 
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( f )  Any certificates of renewal with i'espect to any iiisuiaiicc policy iequiied t o  be maintained by Contiactoi liereundci s h a l l  be delivered to 
Ownei pr,oinptly after renewal Contractor sIia11 iiisui e tliat tlie insuiet sIia11 subtilit a copy of  all receipts fot pieiiiiums paid to Contiactoi promptly 
after payment of such preniiuins Contractor shall be solely responsible for the tiiiiely payiiient in full of premiums for all insurance required of i t  
hereunder Should Contractoi fail to provide 01 mainhin any insiuance required Iicrcuiitfcr, Owner s h a l l  have tlie right, but not the obligation. to 
provicle or maintain any such insurance, and to deduct tlie cost tlieieof from any anioiints due and payable to Conttactor, or, in tlie event tliere are 
no such amounts due and payable. Contractoi shall reimburse Owner lor siicli costs on demand Contractor sliall not unreasonably reluse to cooperate 
or to take any actions rrqucsted 01 neccssaiy to prosecute any claims under any insurance policy iequired to be maintained by Contractoi hereunder 

(g) With icspccl to ocean mal inc shipments, Contractoi shall obtain a t  *'@* p i  io1 to any such sliipmcnr, caigo insurancc covering "all risks" of 
loss or damage to property shipped, components of property shipped, or items coi~tairicd in or sliipped in  or wi th  tlie pioperty shipped This 
coveiage is to be written on a replaccnient cost basis and i n  tlie full insurable value oi tliesc items, including packing and freight cliaiges plus duties 
and fees. Tlie coverage required by this paragraph s h a l l  continue in effect until appropiinto coveiagc commences at tlic Site 

15 5 Insurance Pricine Assuniotions Tlie Parties l iereto hereby acknowledge anti agree tliat tlie iiisuiaiicc requirements set forth lierein are par t  *** 
arc basecl upon the following base assumptions i elating to such requirements: (a)  Contractor's Site payroll and site Work hours provided are based 
upon tlie terms and conditions set forth lierein; (b) tlie total Site Work liouis provided includes all appiopi iatc Iiours applicable to a "wiap-up" type 
insurance progiaiii, including direct craft liouis, subcontract hours (including F&E Iiours), field noli-manual liouis, stnit up hours and all applicable 
indirect, pioductivity and escalatioii adjustments; (c) total Site Work liours excludes hours not applicable IO a "wrap-up" type insurance piogiam, 
iiicludiiig home office, overtime and oveitiine related productivity, bonuses and per diem; (d) total Site payroll is calculated using bare labor rates and 
contains no iiiaikups, including burdens and benefits; (e) ***; (0 any additional costs to Owner associated with tlie "wrap-up" piogtam tor any 
ieasoii, including changes in inai-ket premiums, claims. losses, deductibles 01 retentions shall be ***; (2 )  
Completion of tlie pioject unless agieed to by Owiiei and (11) allowance o l  Ownei iepieseiitativc(s) to attend any appiopiiate *** including claiins 
status teviews 

will remain in idace until Final 

16. PROJECT CREDIT SUPPORT 

16.1 Financial Information From tlie Eftective Date until Final Conipletion, tlie Guarantor shal l  deliver to Owner ( a )  within * * *  Days lollowing tlic 
end of each fiscal yea!, a copy of its annual repoit (01, i f  there is iio sncli i-epoit, a copy oTsucli ieport foi its parent company) conraining audited, 
consolidated financial statements foi such fiscal year, and (b) witliin *** Days aftei tlic enti of each of its Fiw t l i iec fiscal quwteis of each fiscal 
year, a copy of its qunrterly report (or, i f  there is iio sucli report, a copy 01 sucli rcpoit lor its parent company) containing unnuditecl consolidated 
financial statements for sucli riscal qtiaitei I n  all cases. [ l ie statemeiits sliall be prcparcd i n  iiccordancc will1 gciierally accepted ;iccounting pi.inciplcs 
To tlie extent such quarterly i'epoits are not available, upon the leasonable request of Ownei i n  icsponse to ;I cicdit event i n  tlic maiketplace, 
Guarantor shall provide unaudited management financial information for such fiscal quarter 
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17 LIMITATION OF LIABILITY 

I7 I No Coiiseiiocntial Dainaecs. ***  TI-IERE,OF. LOSS OF PROFITS OR RE,VE,NLJES OR THE L.OSS OF USE, TFIERE,OF. OR COST OF 
PURCHASED OR REPLACEMENT POWER 

17 2 Z C O N T R A C T O R ’ S  AND ITS AFFIL.1ATES’ AND SIJBCONTRACTORS’ TOTAL, AGGRE,GATE L.IABIL,ITY TO OWNER UNDER TI-1IS 
AGREEMENT. WHE.TI-IER B A E D  ON CONTRACT, TORT (1NCL.UDING NEGLIGE.NCE. STRICT LIABILITY OR OTHERWISE,), 
GUARANI EE,, WARRANTY OR OTHERWISE, SHAL,L. NOT EXCE.ED *** (THE WAXIMUM LJABILITY AMOUNT”); PROVIDED, 
I-IOWEVER. TI-IE MAXIMUM L.IABILITY AMOUNT SI-1AL.L NOT APPL.Y TO, AND N O  CREDIT SMALL BE ISSUED AGAINST THAT 
LIMITATION FOR (A)  A PARTY’S INDEMNITY OBLIGATIONS 1-EREUNDER FOR THIRD PARTY CL,AIMS FOR PERSONAL INJURY OR 
PROPERTY DAMAGE, (B) 7 H E  PROCEEDS THAT WOULD BE AVAILABLE, BUT FOR THIS SECTION, FROM INSURANCE l-HAT A PARTY 
IS RE.QUIRED TO MAINTAIN IN ACCORDANCE WITH THIS AGREEMENT, OR (C) CLAIMS WI-IICM ARISE FROM A BREACH OF 
OBL.IGATIONS UNDER ARTICLE 18  OR ARTICLE 19. 

18 LlENS 
18 I Liens Contractor shall keep the F;tcility, tlic Site, the Equipment, tlie Owner Equipiiieiit and all other structures and equipment a t  the Site free 
fiom all L.ieiis (unless such L icii is due to tlic non-payment by Owner of a Monthly Payment Invoice which i s  not tlie subject of a good faith 
disputc), and sliall promptly notify Owncr of any such Licns 

18.2 Discliarze or Bond Witliout limiting Contractor’s obligations under Section 14.1 (ah Contractor sliall take prompt steps to discharge or bond 
any L.ien (unless such L.icti is due to the non-payment by Owner of a Monthly Payment Invoice which is not the subject of a good faith dispute) I f  
Contractoi fails to so tliscliarge or promptly bond any such Lien, Owner shall have the right, upon notifying Contractor in writing and providing 
Contractor 1-casonable time to discliarge or boiitl tlic L,ieii, to take any and all reasonable actions and steps to satisfy, defend, settle or otheiwise 
iciiiove tlic Lien and consider a l l  associated costs as +**,  Contractoi shall have tlie right to contest any Lien, provided that i t  first m i s t  piovide to 
tlic licnlicildcr, ii court or otlicr tliird Person, as applicable, a bond or other assufaiices of payment necessary to remove such L.ieii in accordance with 
the Laws of tlic State 

19 INTELLECTUAL PROPERTY 

I9 1 Dclivciv of Documcntntion Prioi to Final Complction, Contractor sliall supply to O\vncr physical and clcctronic copics of all Docutncntation 
All such Docuriicntatioii sliall iticludc any COI rections. improveinents, and eiiliaiiceiiieiits to such Documentation that were incorporated during the 
coiistructioii 0 1  the Facility and sliall bc tlie tlicii-cui-rent ievision tlicreof or on an “as-built” basis as of Final Completion Except as otherwise sct 
!bill1 hcicin. Coiitiactoi sIw11 subinit a11 Contractor dcvclopcd dinwings to Ownci clcctionically in nativc CAD foriiint (dgn or dwg only), wiili 
signed Iiard copies of such di-awiiigs. whicli sliall be oftlie same revision and status as tlie elcctronically delivcred drawings In lieu of such Contractor 
devcloped di awings being dclivcicrl i i i  native CAD forinat. Contractor may deliver such drawings e1cctionic:illy in “tiff’ forinat; provided. that such 
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electronic file contains sigriatures aiid stamps and maintains the same revision and status as the liaid copies of such drawings 111 addition, any 
Subcontiactor developed drawings, including, without limitatioii, (a) piping and instlumentation di:igiams (PcSrIDs) that are not reproduced on 
Contractor’s P&IDs and (b) drawings of pre-fabricated buildings shall, in each case, also be provided by Contractor electronically in native CAD 
format (dgn or dwg only) On a case by case basis, Owner may permit such Subcontiactor developed thawings to be deliveied clectioiiically i i i  “tiff” 
format in lieu of  such CAD format. Contractor shall piovidc Owner, during the Wariaiiiy Period and at no additional cost, any corrections to errors 
discovered by Contractor or Owner i n  the Documentation subsequent t o  Final Completion Contractor shall promptly notilj, Owiier oftlie discovery 
of any such eirors 

19.2 Ownersliio of Rieliis in  Documentation All rights, title and interests in and to the paid-up Documcntation shall be owned by Owner; piovidcd, 
that all rights, title aiid interests in  and to Contractor Confidential Inforination wi th in  the Docurnentation shall rcniaiti with Contractor or its 
licensors. For siicli Contractor Confidential Infoitnation, Contractor hereby giants io Owner a noli-tianstel-able (except only as patt of the sale or 
transfer of the Facility), royalty-fiee, fully paid up, irievocable, sub-licetisable, notiexclusive liccnse to use arid copy such Contractor Confidential 
Infoimation, but only for tlie purposes of Facility maintenance, opet atioii, training. modification. consultation, iepair, decommissioiiing and 
compliance with Laws, and subject to the restrictions 011 Contractor Confidentiel Infortnation set forth i t i  Scctioii 20.1, 

19 3 Ownersliio of Invention Rielits Contiactor shall ietain the ownership lights in  any rind all discovetics and itiventioiis (patentable or un- 
patentable) that Contractoi makes, cieates, develops, discovers or pioduces i n  coiitiectioii with the pertormance of the Services; provided, however, 
that Contractor hereby grants to Owner a noli-transferable (except only as p;irt of tlic sale or transfer of tlic Facility), royalty-free, fully paid up, 
irrevocable, sub-licensable, nonexclusive liceiise to use and copy such discovci ics and inventions foi [he purposes or Facility rnaiiitenance. operation, 
training, modification, consultation, icpair, decoiiimissioiiing and compliance with Laws 

19.4 Disclosure of Docuinentation Owiier may disclose or otherwise make available Documentation to a third party with whom Owner contracts for 
maintenance, operation, training, modification, repair, consultation or decorriniissiorring or  otliet activities relating to ihe Facility in  order Lo comply 
with applicablc LAWS; provided, that ,  if such Documentation contains Contractoi ’s Coiilidcntial lnfoi inittion, tlic pi ovisions of Section 20.1 shnll 
apply. I n  the event o f a  Contractor Default a i d  Owner termination, i n  addition IO [lie riglirs above and  no~withstanding anything i n  this Agreement 
to tlie contrary. Owner shall have tlie riglit to disclose the Documentation to thii d parties with whoin Owner coiitr:icts lot ciigineei iiig, consti uctioii. 
coiiiinissioning or testirig of OK Project, piovitfcd that, prior to sucli djsclosuic, such 111Jid p a  tics shall execute a coiifidcntiality agrccmcnt at  lcast as 
strict as tlie requirements set forth lierciti 

19.5 Other Licenses. To the extent that :I liceiise may be reqtiiied undet any pateiii. ttade secret light or otliei pioprictary light o l  Contractoi or any 
Subcontractor to maintain, opeiate, conduct tiaining, modify, repair, or decoiniiiission tlie 1:acility 01 comply with npplicable L,aws, Contractor 
hereby giants to Ownei a lion-transfeiable (excep: only as patt of tlie sale 01- ttansler o l  the Facility). loyalty-flee. fully paid up, iirevocable, 
nonexclusive license under such patent, trade secret and otlier propi ictary iriglit lor such purposes 

20. CONFIDENTIAL INFORbl A T U  
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20 I Confidentiality Oblications 
precautions to prevent unautlioi iz 
the precautions taken by such Party to protect its own Confidential Information (but i n  no case less than reasonable care); (b) not to disclose tlie 
otliei. Paity’s Confidential 1nfbiniation to any tliiid party othei than as piovided in  Section 20.2 or with tlie other Party’s prior written 
authorization; and (c) not to use tlie othci Psi ty’s Coiifitlential Infoi niation escept foi 1 x 1  foi niance o f  this Agreement, compliance with applicable 
L.aws, or n~aintcnance, operation, training, modification, repair. consultation or tlecomiiiissioiiir~g of the Facility 

20 2 Peiniitted Disclosuies A Paity may disclose the other Pal-ty’s Confidential Inlbimation to tliiid partic 

h 1’31 ty agiees: (a )  to tieat the other Party’s Confidential Inloi iiiation as confidentinl and to take reasonable 
isclosure 01 use o f  the otliei Patty’s Contitlential Intorination, sucli Iirecautions takcn being at least as great as 

(a) A Party niay disclose tlic otlicr Party’s Confidcntial Information to any Govcininent Authority ilrcquiicd to  do so,  in which casc the Party 
from whom such disclosure is required shall (i) give tlie other Party all reasonably possible notice so as to facilitate such otlier Party being able. sliould 
i t  so desiie, to seek a protective ordei 01 similai protection, and (ii) I’ully cooperate with the othei Paity’s efforts, a t  tlie othci Party’s expense, to 
obtain such protection. 

(b) Contractoi may disclose Owner’s Confidential Information to a Subcontiactor if (i) such disclosure is necessary for Subcontractor’s 
peiforniancc o f  its subcontract with Contractor and ( i i )  such Subcontractor first executes ii \VI ittcn conlideiiti;ili~y agreement with Conti actor (unless 
a confidentiality obligation is iilieady included in the Subcontract) i n  substancc rcasonably acceptable to Owner 

(c) Subject to the iequiiements of Section 19.4, Ownei may disclose Continctor’s Confidcntial Inloiinntion to (i) potential investors; (ii) third 
parties engaged by Owner to provide consultation regarding the Facility; (iii) third parties with which Ownei- contracts for engincering, construction, 
coniniissioning, testing. maintcnance. opeintion, training, modification, repail, consultation 01 decominissioning of the Facility or other activities 
ielating to tlie Facility undertalten in order to comply with applicable Laws 01 request of Goveinmental Authoiities having juiistliction over tlic 
Facility or Owner; and (iv) ~iurchasers and prospectivc purchasers of the Facility, provided, t l in t  i n  any of h e  lbregoing instances t l ic  third parties to 
which disclosure is niade first execute a wiitten confidentiality agreement witli Owner which provides Contractor protections which are at  least as 
strict as the ~~cquirciiicnls sct foi ili licrcin. 

20 3 Publicitv Unless required by law or securities practice and regulations, Contractor s11a11 not inalte any iinnounccnient. give any photograplis, or 
release any information concerning all 01 a poi-tion of tlie Work. this Apc-cement, 01- the Facility. to any meniber- of the public, piess. Person. oi any 
olficial body, without Ownel ’s prior written consent; provided, tha t  Contractoi niay, at any time a l te i  Ownci ’s f i i s t  public Liiiiioiiiiceiiieiit of tlie 
Project or this Agreement, include tlie Pioject (but not tlie details of this Ayreemcnt) i n  its regular experience lists 

2 I ENVIRONMENTAL; HAZARDOUS MATERIALS 

2 I 1 m e r i a l  Safety Data Sheets Contiactoi shall provide to Ownei all Mateiial Safety Data Sheets coveiing all Hazardous Mateiinls and hazardous 
clieniicals to be furnislied, used, applied, or stored by Contiactor, or any ol‘its Subconti-:icIors, at tlic Site i n  connection with the Scrviccs Contractoi 
shall pi ovide Owner’s Project Diiectoi with copies of any such Material Safety Data 
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Slieets prior to entiy at  tlic Site or with a document ceitifying h t  no Hazaidous Materials or liazaidous chemicals will be brought onto tlie Site by 
Conti actoi, 0 1  any of its Subcontiactois, tlui ing tlie perforniance of tlie Services Contractor shall coordinate with Owner's Project Director to 
provide B listing of all of Contractor's hazardous chemicals and their quantities at the Site for purposes of chemical inventory reporting pursuant to 
40 C.F R Pait 370 and siiiiilai State regulations. 

2 1 2 Facilitv Usc, Stoingc Removal Whcn the use 01 storage of'cxplosivcs or otlicr Hazaidous Matcrials or cquipment is ncccssaiy foi tlic 
pcrlorniancc of the Services, Contractor shall exercise the utmost care and shall conduct its activities under the supervision of-properly qualified 
personnel i n  accoidance with all applicable Laws Before tlie Substantial Completion Date, Contractor shall collect (for removal by Owner front the 
Site) i n  accoidaiicc with al l  applicable Laws all cxplosivcs and othcr Hazardous Materials that Contractor or its Subcontractors brought onto tlic Site 
or hazardous chcniicals and equipiiicnt Contractor or its Subcontractors used, stored or located at the Site or any neighboring property, unless the 
s:inic have been permanently iiicoi poiatcd into tlie Facility. All such equipment and niateiials shall be collected, containerized and stoied i n  
accordancc with all applicablc Laws, and Contiactor shall so ccitify in writing to Owner. 

2 1 3 Notice of Presence Prior to bringing any I-hZaido~~S Material or other hazardous chelnicak to the Site, Contractor shall provide written notice 
to Owner identifying any such 1-l:iz;irdous Mateiials or hazaidous chemicals that Contiactor, or its Subcontractors, proposes to bring onto the Site. 

2 I 4 Labelinc: l'raininrr Contractoi shall label ;ill Hazardous Materials that Contractor or its Subcontractors bring to the Site and tinin (111 employees 
and othei Persons, as necessary, in tlic safe use of  such Hazardous Materials as required by all applicable Laws 

2 I 5 Handlina. Collection. Rcmoval Transnortation and  Disposal 

( a )  Unless otlieiwise agreed by the Parties, Contractor shall be responsible for the proper handling, collection, and containerizing of all 
I-Iazardous Materials generated or biought onto tlie Site by Contractor or any Subcontractor or spilled or introduced into or at tlie Site by Contractor 
01' any Subcontractor, including any Hazardous Materials fitinislied, used, applied or stored at the Site by Contractor, including, used oils, greases, and 
solvents from flushing and cleaning pi O C ~ S S C S  pel foi nied under the Agicenient Such Hazardous Materials will then be delivered to Owner for proper 
storage, transportation and disposal All activities performed by Contractor in connection with the handling, collection and contairieriziiig of such 
Hazaidous Matci ids shall be performed i n  accordance with the requirements of all Governnient Authorities and all applicable L.aws For tlie avoidance 
of doubt. Contiactor has no obligations with iespect to the handling, collection, removal, disposal or containerizing of any pi,e-existing Hazaidous 
Matcrials except to the extcnt thc Gross Negligence or willful misconduct or wanton acts of Contractor or its Subcontractors caused the rclcase 0 1  
such pi e-existing H;izardous Materials in  which case Contractor shall icniediafe the released contamination. 

(1)) Contractor liiis included time i n  thc Schedule for satisfying its obligations as to all Hazaidous Materials that i t  is responsible for under this 
Agrceiiient by virtue 01 such Haza~dotis  Miitcrials being brought onto the Site by Contractor or its Subcontractors Contractor shall not seek, and shall 
riot be cntilled to ieceive. any paynient heieundei or extension of time in  tlie Schedule as a result of satisfying its obligations with respect as to any 
such Hazoi.dous Matciials bioughi onto tlic 
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Sitc by Contractoi 01 its Subcontractors, including tlie handling, collection, 01 containei king of sucli 1-lazai.dous Mate1 ials 

2 1 6 Notice of Discovcrv Contractor shall provide prompt written notice to Owner of a11 suspectcd Hazardous Matcrials that  Contractor finds 
dui-iiig pcrforniance of the Services 

2 I .7 Policies and Procedures Contractor sliall adhere to all Site policies and procedures for environmental compliance. including Owncr's 
Environmeiifal Work Practices Manual and Hazardous Material safety programs. I f  no such Sitc policies or procedures exist, Contractoi shall 
develop, iiiipleinent aiid enforce effective written policies and procedures applicable to tlie Services, within the franicwoi k of  all applicable Laws, for 
gencial Site safety and the proper labeling, handling, collection and containerizing of any I-lazardous Matcrials at the Sitc in oidcr to ensure tlie 
highest standards of prudent practice at the Site for the safety of all employees, agcnts and rcpicscntatives of Contractor and any of its 
Subconti actors 

2 1.8 Asbestos Containin2 Products Except as otherwise authorized by Owner in writing, al l  Equipment 01 Owner Equipnicnt furnished, delivered 01 

installed by Contiactor and all materials and tools used by Contractor i n  the performance of the Serviccs at the Sitc shall contain zero pcrccnt 
asbestos or icfractory ceramic fibers. If Ownei authorizes in writing such delivery or use, Contractor slid1 c1eai.ly n i a i l c  a11 containers 01 other 
iiiatcrials containing asbestos or refractory ceramic fibers, aiid such containers or materials sliall be sealcd to prevent any leakage of asbestos or 
ceramic libcis. Contractor shall indemnify, defend and hold liarinless Owner from aiid against any aiid all clainis, dcmands and damages incurred froni 
any unautlioi izcd asbcstos or icfractoiy ccraniic furnislicd or dclivcrcd to or installcd at the Sitc by Contractor or any Subcontractor 

2 1 9 Pre-Existinn I-lazardous Material. Owner shall indemnify Contractor and its Subcontractors froni any liability i n  connection with any pre- 
existing Hazaidous Matei i d ,  except to tlie esteiit such liability was caused by tlie Gloss Negligence or willful misconduct or wanton acts or omissions 
of Contiactor or its Subcontractois E,xcept as provided above, Owner shall at all times remain the responsible Party for all prc-existing I-lazardous 
Material and its rcmediation. Any assistance provided by Contractor shall be pursuant to a iiiutually agreed Cliangc Order. and Contractor shall be 
entitled to a Change Order for equitable p i c e  and/or schedule adjustinent if its cost or performancc is iinpacted by the discovery 01 any pic-existing 
Hazardous Materials 

2 2  TITLE; RISK OF LOSS 

22 I Transfer of Title: Sccui itv Interest. E,xccpt as otherwise expressly provided in this Agrccmcnt, good, exclusive ant1 maikctable titlc, free and 
clear of all L.icns (other than L.iens cleated by tlie non-payment by Oivnei of a Monthly Payment Invoice which is not the subject o f a  good faith 
dispute), to the Equipment and to each of the constituent parts thcreof shall pass to Owner upon tlie (i) dcliveiy ol such Equipment or constituent 
part thereof to the Sitc and (ii) payment of the amount tlien due undei a Monthly Payment Invoice covering such Equipnient or constituent part of 
sucli Equipment. notwitlistanding any disputed amounts withheld or offset by Owner against any payment sought by Contractor i n  accordancc with 
tlic tcrnis of this Agrccincnt The passage of title to Owner shall not be deemed an acccptancc or approval of sucli Equipment (or any Service), 
affect the allocation of risk of loss, atfcct any security interest in favor of Owncr therein 01 otliciwise rclicvc Conti-acto1 of any obligation under 
this Agiccnicnt to piovidc and pay for transpoitation and storage in  connection with the Equipment Further, upoii tlic passage of titlc. the 
Fqu i pincn t. t lie co 11 s I i tu c it t 
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parts theieof and tlie unused spaie parts shall be \pccifically excluclcd from the bankruptcy estate of Contractor tn the event of any bankiuptcy or 
insolvency proceeding involving Contractoi 

22 2 Risk of Loss Whether or not title 1x1s pabsed to Owner, tlie risk of loss for all Equipment to be iiistallecl as a coinponciit of the Fml i ty  sliall 
ie i i ia i i i  with Contiactoi until, aiid shall pass to Ownei upon, Substantial Complction Risk of loss for all Owner Equipment to be installed as a 
component of tlie Facility shall pass to Contrnctoi upon i t s  ariival at tlic Sitc and shall iciiiaiii with Contiactor until ,  and shall pass to Ownci upon, 
Substantial Completion Contractor shall be obligated to icplace, repair or reconstruct the Equipnicnt or the Owner Equipment that is lost, damaged. 
or destroyed during the peiiod in which Contractor lias iisk of loss For Equtpincnt 01 Mateiials that are rcriioved from tlie Site for repair, 
tcplaccmcnt or rcfurbishmcnt undcr tlic Warianty, tlic iisk of loss to such Equipmcnt oi Matciials shall pass to Contiactoi oncc inovcd lion1 tlic 
location a t  which i t  was installed Owner will resume tlic risk of loss of such Equipment 01 Mate t ia i r  upon completion of re-installdtion of tlie 
repaired, replaced or iefurbished Equipiiicnt at the Facility 

22 3 Contractor Tools Risk of loss or damage to the equipment or tools of Contr'ictor, all Subcontractois, and theii iespective employees and agents 
shall at all tiiiies reiiiaiii with those patties, and Owiiei shall have no iespoiisibility for such cqutpnient 01 tools 

23. SUSPENSION: DEFAULT: TERMINATION 

23 1 Suspcnsion. 

(a) Owner may, in its sole discretion, older Contractor to suspcnd all 01 any portion of tlie Wolk for a period of time as Owner may request. 
Contractor shall comply wit11 sucli order The suspension shall coiniiicncc on the Day specified i n  Owner's WI itten notice to Contractol which shall be 
at least *** afier Owner gives Confractor such notice. 

(b) Contractor [nay suspend the Work without liability as  if Owiici had ordeicd a suspension in accordance with Section 23.1 ( a l u p o n  written 
notice to Owner after tlie occurrence of any of thc following: 

(i) Nonpavment. Ownei fails to pay or cause to be paid any amount that is not subject to a good faith dispute and  has become due and 
payable by i t  to Contractor undei this Agreement within *** after rcceipt of  written notice that such amounts are past due; 

(ii) Insuiancc Owncr fails to obtain and rnaintain insuiancc as icquiicd by this Aglccmcnt; and 

(iii) meach. Owner breaches any of its inatei ial obligations tinder this Agiecmcnt (othcr than those obligations relating to the matlcrs set 
forth in Section 23.l(b)(i l  or i d a n d  for which no otliei remedy is specified in  this Agicemeiit and, i f  such bleach is capable of being cured, 
Owiier fails to cure such breacli within * * *  after written notice of such breach, providcd that such cure period shall be extended to *** aficr 
written notice of such breach it'sucli bieacli is capable of bcing cuicd but not within ***, aiid Owner iiiiinediately conniieiiccs to cure such 
breach and diligently and continually prosecutes measures which ale reasonably calculated to c u e  such breach witliin such *** period 
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(c) Dui iiig any such suspension: (i) Contiactor shall taltc reasonable piccautions to pi otcct, stoic and secure tlic Equipment and Owner 
Equipmcrit against dctcrioration, loss or dariiagc, and (ii) Owiicr shall icimbursc Contiactoi on a curicnt titiic and niatci ial basis coiisistcnt with the 
tcrins and conditions set forth i n  Exhibit I for all its costs, including tliose incurred in connection with tlic foregoing and for its (including its 
Subcontractors’) stand-by charges as well as demobilization arid rcinobilization cliargcs Conrractor shall I-csuine any suspcndcd Sciviccs promptly, but 
in no cvcnt latcr than fiftccn (15) Days aftcr Owncr givcs Contractor wtittcti noticc to do so, or, tbr otlier provisions of this Agrcciiicnt that allow 
Contractor to treat an action or inaction by Owner as a suspension, promptly following tlie I-casoii for sucli sus~~e~ision ceasing and, in each case, shall 
use its best efforts to fully resume tlic Scrvices as soon as reasonably possible. Upon any suspension of ;ill or any poi tioii of the Sciviccs i n  
accordance with this Section 23.1, Contractor shall bc cntitlcd to an cquitablc adjustmcnt in  tlic *** and the Schcdulc in accordancc wifli Articlc 8. 

23.2 Contractor Events ofDefault. Contractor shall be in  defkult of its obligations pursuant to this Agreement upon tlie occuticncc of any one 01 

more of tlic followiiig circumstances (each, a “Contractor Default”): 

(a) NonDavnient. Contractor fails to pay or cause to be paid any amount that is not subject to a good faith dispute and lias bccoine due and 
payable by it to Owner under this Agreement within *** aftei receipt of wiitten noticc that such aiiiouiits aic past due; 

(b) Insolvency. Contractor or its Guarantor becomes Insolvent; 

(c) Assicninent. Contiactor assigns or transfers, or attempts to assign or transfer. this Agrecmcnt or any right 0 1  iiitcrcst herein, cxccpt as 
cxpicssly pcrtnittcd by this Agrccmcnt; 

(d) lnsuiancc Contractor fails to obtain and maintain insurance as required under this Agi cemcnt; 

(e) Performance Guarantees. Contractor fails to satisfy the Minimum Pcrlormance Guaraiitces by the Guaiantecd Final Completion Date; 

(0 Breach. Contractoi breaches any of its material obligations under this Agreement other tlian tliose obligations rclating to tlic matters set  
faith i n  Section 23.2(ar tlitougli w a b o v e  and for wliich no other icmcdy is specified in tlic Agicemcnt and. if such bleach is capable of bcing cured, 
Contractor fails to and 

(g) Delay in  Schedule It is fotecastcd that Contractor will fail to meet Substantial Completion by tlic Guaianiecd Final Coniplctioii Date as set 
forth in  Scclion 6.3(bl licicof and, if such forccaslcd dclay is capable of bcing curcd, Contractor fails to curc such forccastcd Sclicdulc dclay within 
*** aftcr written notice of sucli bleach, provided that tlic above cure period shall be extended to *:I:* attcr written iioticc 0 1  such breach if such 
fomastcd dclay is capable of being cured within such *** period arid Contractor is demonstr;iting continuous and diligent elfoits to cure such breach 
and tlic forccastcd Sclicdulc is not slipping furtlicr bcliind 

23 3 Owner Remedies I n  tlie event of a Contractor Default, Owner shall liave any or all of tlic following lights and remedies: 
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(a) Termination Subject to tlie limitations on Contractor’s liability, Owner, without prejudice to any of its other rights or rcmetlies uiitler tliis 
Agreement, may terminate this Agreement or remove any portion of the Work from Contractor’s scope liereunder immediately by deliveiy 01‘ a 
notice of tclmination to Contractor; 

(b) Equitable Remedies Subject to tlie limitations on liability set forth i n  this Agreement, Owner may seek equitable relief, including injunctive 
ielief, to cause Contractor to take action, or to iefraiii koin taking action, pursuant to this Agi-cement. or to make restitution of amounts 
improperly ietained or received under this Agreement; and 

(c) Dainaees Subject to Article 17, Section 7.3 and tlie other exclusive remedies set fortli in this Agiecmeiit, Owner sliall be entitled to seek all 
other remedies at law or in equity. 

23 4 Owner Event of Default. Owner shall be i n  default of its obligations pursuant to this Agieemcnt upon tlie occurrence of aiiy one or iiioic of the 
followirig circunisianccs (cacli, an ‘LOwiier Defnult”): 

(a )  Nonpayment. Owner fails to pay or cause to be paid any amount tliat is not subject to a good faith dispute and has become due and payable 
by i t  to Contractor under this Agreement within *IL after rcceipt of wiitteii iiotice tliat sucli amounts are past due; and 

(b) Insolvency Owner becomes Insolvent 

23 5 Contractor Remedies I n  the event ofan Owner Default, Contractor sliall Iiavc aiiy or all of tlie following rights and remedies: 

(a) _Ter~~~i~iation/Stis~e~isio~i Contractor. witliout prejudice to any of its other rights or remedies under this Agreement, may terminatc this 
Agreement or suspend pel formance of tlie Work iinmediately by delivciy of written notice thereof to Owner, and sucli teriiiinatioii/suspcnsion sliall 
be deemed as if done for convenience of Ownci under Section 2 3 . 6 ( ~ 1 0 1  23.1 (as applicable); 

(11) Equitable Remedies. Subject to tlie limitations on liability set forth i n  this Agrcement, Contractor may seek equitable relief, including 
iiijunctive relief oi specific perfoi iiiaiice, to cause Owner to take action. or to ieliaiii Iirorn taking action. puisuant to this Agieeinenl, 01 to make 
restitution of amounts impiopcrly ictaincd 01 icccivcd under this Agrccmcnt: and 

(c) Damages Subject to Article 17 ,  Contractor sliall be entitled to seek all otlier remedies or damages available i n  equity or at law 

23 6 Termination for Convenience. 

(a) Termination Rielits Ownei may terminate this Agi cement at its coiivciiiciicc and i n  its enti! ety upon prioi written notice to Contrnclor, i n  
wliicli event Owner sliall pay the cancellation charges set forth i n  Section 23.6(bl 

(b) Cancellation Cliarees 

(i) [Intentionally Omitted ] 
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(ii) I f  Owner teiiniiiates th is Agreeiiient tinder Section 23.6(a) a t  any time aftei  thc Amendment Date. Ownei shall pay teiiniiiatioii 
chaigcs to Contractoi, as Contiactor’s cxclusivc rcmcdy, which tcimiiiation cliai yes  shall consist of a11 aiiiouiits billed 01 cuircntly billablc by 
Contractor and due and owing under this Agreeiiient for Equipinent delivered (or being fabricated lor deliver)) and Services performed in  
accoidance with this Agieeiiieiit prior to such teimiiiation (including in-progress woik) and all itnavoidablc and reasonably incurred termiliation 
charges, such as those incurred thiough dciiiobilization and stoiagc 01 thiough canccllatioii cliargcs paid to Subcontiactors TIic total aiiioutit 
payable by Owner as a teriniiiatioii charge shall be icduccd by (A)  any  rebates, credits or refunds obtained. ( D )  tlie reasonable salvage value for 
undelivered and unpaid foi Equipinent, or (C) the sale of such E,quipiiient to a tliiid pal ty, with the uiiderstantliiig that Owner, at  its exclusive 
prcfcrcncc, may accept dclivciy of coniplctc or incomplete E.quipiiient includcd in the tcriiiination cliargcs 

23.7 Termination for Foice Maieure Ownei or Contractor iiiay terminate this Agreement i n  its eiitii-ety. and without liability. tlue to Force Majeure 
in accoidance with the teims of Article 9. 

23 8 Effect of Termination Upon termination o l  this Agreement or iemoval of any poi lion of tlie Work pursuant to this Aiticlc, Contractor shall 
imiiiediately: 

(a) stop the pciformance of all Services (01 tlie Services included i n  tlie removed porrion of tlie Woik) except as may be nccessaiy to preserve 
tlie Equipment and Owner Equipment as requested by Owiicr; 

(b) issue no Turtlicr purchase orders and entei into no further contracts relating to the Woi-IC (01 tlie removed portion of the Work) except with 
the prior written coiiseiit of Owner; 

( e )  assign to Owmr.  upon Owiter’s i equest, a l l  rights of Contiactoi uiictei coiiti acts 01 purcliase ordeis entcicd into by Coiitiactoi i n  connection 
with t h i s  Agreement (or the removed portion of the Work); 

(d) to the extent possible, upon Ownei’s request, terminate existing contracts and purchase oidcis eiiteicd into by Contractor i n  coiiiiection 
with this Agrcenicnt (01 the iciiiovcd portion of the Woik); 

(e) deliver all then existiiig Documentation (or tlie Documentatioii relating to the removed portion of the Work), including drafts thereof 
(subject to Article 19). to Owriei i i i  hard copy and electioiiic formats leasonably iequcsted by Owner; antl 

( 0  tutii over care, custody and control at  the Site of a l l  Equipineiit (to tlie extent that Owner does not ierusc to accept aiiy such Equipment) 
and Owner Equipment (or to tlie extent relating to the ienioved portion of the Woi k )  

24 SAFETY: INCIDENT REPORTING 

24 1 Enviionmcntal, Hcaltli and Safety Piorirams Contiactor shall he icsponsiblc for initiating, iiiaititaining antl supcivising all safety piccautions 
nnd prograiiis i n  coiiiiectioii with i ts  pcrfoimnnce of tlie Agreeinent, iiiclucliiig appi-opriatc precautions and prograiiis for areiis i n  a n d  a round the Site 
Without limiting the gencrality 0 1  the foicgoing, Contractor shall coiiiply with all applicable Laws 
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and meet the requiiements of al l  o1’Owner s eiivii onmental, health, safety, anti security policies and inanuals as amended from time to time, including 
tlie Duke Energy Safe Work hact ices  Manual ,  tlie Dukc Energy Scafloltf Manual, the Duke Encigy Lifting Program, tlie Duke E,nergy Enviionment, 
I-lealtli, and Safety Manual and tlie D~ilte Energy Contiactor El-IS Compliance Progiam A copy of any policies mid manuals of Owner sliall be 
provided to Contractor upon request. Contractoi sliall designate a responsible, qualified ftill-time inember 01’Contractor’s organization at tlie Site 
wliose duty sliall be the prevention of incidents and iii.juries and addiessing unsafe and untlcsirable behavior Tor each of tlie following three (3)  areas: 
environmental matters (U S Environinental Pi-otection Agency and any applicable State agency), health matters (industrial hygiene and eniployee 
hea l th  liazaid prcvcntio~i/~iiitigation) and safcty matters. as each area ielatcs to consti uction activities generally and the Work specifically. One 
individual may be designated for moie than one of tliese tliree areas i f  tlie individual is qualified i n  a11 such areas 

24 2 OSHA and Other Laws. Contiactoi sliall give notices and comply with all applicable L.aws beai-ing on tlie safety of Persons or property or their 
protection from dainage, injury or loss. including the Occupational Salety and I-lealtli Act ( “OSHA”) and the Americans with Disabilities Act. 

(a) Contractoi iepiesents that i t  is familial with the Site. tlie Scivices to be performed, the Equipment to be provided, the Facility to which the 
Equipment will be a pail ,  tlic Iiazaids of tlic Work, and, if ap~ilicablc, the Material Safety Data Sheets for, and the hazaids of, the Hazaidous 
Mate! ials or hazardous cliemicals that Contractor is expected to provide Contiactor acknowledges tliat Material Safety Data Slieets of all chemicals 
located at  the Site ale available to Contractor’s employees upon a request made to Owner’s Pioject Diiector, 01 other safety iepiesentative of Owner 
at tlic Site Contractoi also icpcscnts  tliat i t  is familiar witli tlic labeling systcm used i n  tlic woikplacc. 

(b) Contractor acknowledges that OSHA and iegulntoiy standards 01 State plan equivalent (collectively, tlie “OSHA Standards”) iequire that 
its employees be tiained in  various subjects. sucli as. but not limited to. the hazards of. and standards applicable to. tlie Woik (29 C F R. $ 
1926 21(b)(2)) (applicable to construction woik), locltout/tagout (29 C 1: R $ 1910 147). confined space entry (29 C.1: R $5 1926,21(b)(G) or 
19 I0 146), and  asbestos (29 C F R. $6 I9 10 I00 I or I926 I 10 I ) Conti actor wai !ants tliat its employees and tlicir supervisors have been trained i n  
accordance with all applicable OSHA Standards, and tliat they have been tl.ained to iecognizc and avoid any hazards related to the Work, and to 
pel forin the Services safely and without dangei to any cmployce or to any property 

(c) Contractoi represents that its employecs w e  or will be equipped with tlic peisonal piotective equipment required by applicable OSHA 
Standards i n  29 C F I t .  Parts 1926 and 1910. anti wit11 tlie pel-sonal protective cquipnient I-equircd to protect its employees against other serious 
health or safety Iiazaids Contractor agrees tliat i t  sliall disciplinc its employees who violate any OSHA Standards 01 applicable Laws i n  accordance 
with its own policies and pioccduies 

(d) Contractor represents that i t  will comply with a l l  OSHA Standards applicable to tlic Work. including tliose requiring pic-employinent testing 
of employees, such as but not liniited to, piilnioiiai y tcsting, blood testing. 111 ine testing. licariiig testing. iespiratoi f i t  testing, drug screening, and/or 
applicable medical suivcillancc testing 

(e) Contractor s h a l l  fully comply with its safety piograiiis and/or tiny Site specific safety plans which Owner lias revicwed and accepted 
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( I )  Within twenty lour (24) hours of a request, or as soon as possible, and to tlie extent permitted by applicable L a w ,  Contractor shall provide 
copies of  any and a1 1 training for its employees coiicerniiig any safety and health standard, any substantive 01 kxhnical fraining rcquitemcnt of the 
job or the iesults of any occupational testing to Owner. 

24 3 Worksitc Safety 

(a) Contractor shall take all reasonable precautions for tlie safety of, and shall plovide reasonable ~irotection to prevent damage. injury or loss 
to Peisoiis and property resulting froin the Work, including: 

(i) Conti,actor employees, Subcontractois and other Persons performing the Sei vices and a11 Pei.sons who inay be aflected by tlie 
perfoi niance of tlie Setvices; 

(ii) tlic Equipment and Owner Equipment to be incorporated into tlie Facility, wlietlier in storage 011  or off tlic Site or under the care, 
custody or contiol of Contractor or Subcontractois; and 

(iii) other property at or adjacent to the Site, including trees, shrubs, lawns, walks, pavements, roadways, structures and utilities 

(b) Contractoi shall give notices and shall comply with applicable Lmvs bearing on safety of peisoris 01 propei ty or their protection from 
damage. injury or loss 

(c) Contractoi shall be responsible for initiatiiig;iiiaintainiiig and supervising :ill safety piecautions and prog~ains i i i  coiiiiection with tlie Wo~k 
Contiactor shall ei'ect, maintain or undettake, as required by existing conditions and tlie peiforiiiance of the Aglcclnent, all rensonable sateguards for 
the safety and protection of Persons and property, including posting danger sigiis arid other wamirigs against hazards, piomulgating safety regulations, 
a i d  notifying owiiers and users of adjacent sites and utilities. Those precautions may include pioviding security guards. 

(d) Contiactoi agrees to piovidc to Ownci tlie iiaiiic, title, and phone number o r  its crncrgcncy contact pcison piiot to tlic coiiiincIiccnicnt of  
tlie Services 

(e)  Within twenty lour (24) hours of' its occurrelice and in addition to reporting to Goveiiiment Authoi itics as iequired by applicable L.aw, 
Coiitiactor shall notify Owner in writing of any incident, iiijury or illness experienced by a Contractor employee in the performance of any of the 
Seivices or 011 any pait of Owner's premises or lands, and shall provide copies oftlie OSHA 101 and OSHA 200 or 300 log eritly tor such iiicident, 
iiijuiy 01 illness Within one week of tlie incident, injury or illness, Conlractoi shall piovide a preliminary written repoi't of the incident, injury or 
illiiess and the measures to prevent a similar occurrelice in the future Owner has tlie riglit to request a rinal report. wliicli Contractor shall providc 
within one week of Owner's request All such reports shall be in accordance with Ownel's policies and procedures For a11 accidents which cause, or 
iieiirly ciiiisc, death. serious bodily injury or property daniage, Contractor shall immediately notif)? Owner's Pioject Diiector and Owner's health and 
sarety icpreseiitntive by teleplione or messenger, giving full details and statenicnts of any wi:nesses 

(f) Upon request froin Owner, Contiactor shall provide an OSHA log listing iiijui ies or illriesses sustaiiied by Coiitractoi employees dur itig the 
live (5) years pieceding tlie request in any of 
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Owiiei’s piocess aieas subject to Ownei’s pioccss safety management standaid, 29 C.F.R $ 1910 119, :IS provided to Contiactor 

24 4 Dancelous Materials When tlie use or storage of explosives or other d;ingerous materials 01 cquipnieiit or unusunl methods ;lie necessai y for the 
Work, Contractoi sliall exeicise utmost care and caiiyon its activities only undei the supelvision ot piopcily qualified pe~sonncl Contiactoi sllnll 
notify Owner’s Project Director prior to bringing any explosives onto the Site 

24.5 Loading Contiactor shall not load or permit any part of the Equipment or Owner Equipment to be loaded a t  the Site so as to cndanger the 
safety of Persons 01 piopeity 

24 6 Cooperntion in Go\~ernniental Investiaalion Contractor and its Subcontractois o l  wliatever tier sliall assist Owner in responding to requests by 
any Govei-nment Authority for infoirnation in connection with inspections or investigations of Owner I-elating to the Woi I; involving Contractor or 
its Subcontractois of wliatcvci ticr pcrformcd foi Owner, on Owncr’s piopcrty, involving Owncr’s cniployccs, cquipmcnt 01 proccsscs. Within onc 
( I  ) Day of tlie request, or upon such other reasonable time as agreed by tlie Parties, Contractor shall tiiiil<e its einployccs available at tlie Site for 
interviews and sliall produce copies of any documents relevant to tlie investigation to Owner. E,xccpt as prohibited by L.aw. Contractor shall p~oniptly 
inform Owner of inspections and investigations on Contractor’s property, and of subpoenas, docuinent requests, requests for inforination, deposition 
notices, discovery requests, or similar requests by aiiy Governinent Autliority, conccining Owner, the Work, or any accidents, injuries, illnesscs or 
claims resulting fioni the Woilc 

24.7 Audit To the extent pernritted by applicable L.aw, Owner shall have tlie right to revicw and copy all o f  Contractor’s documents that relate to 
safety and health at  tlic Site, including Contractor’s safety and health programs, safety and Iiealtli training records, OSHA iccord1;ecping forms (such 
as 101, 200, 300 and 301). aiiy incident report or lirst report of iiijtiries Ioim and aiiy industrial hygiene nioniloiing test results 

25 I 

25 I Contractor’s Personnel Contractor shall comply i n  all respects with all applicable labor and iiiimigration Laws that may impact Contractor’s 
Work under this Agreenien~, including tlic Immigration Refoim and Control Act of 19S6 ant1 Form 1-9 rcqiiiicnients Without limiting the generality 
of thc forcgoing, Contiiictoi shall pc~fo rm all icquiicd cmploymcnt eligibility and veiilication cliccks and maintain all  icquiictl cmploymcnt iccoids 
Contractor acknowlctlges arid agrees that  i t  is responsible for conducting adequate screening of its employees mid agents prior to starting the Work 
By pioviding an eniployec or Subconti-acto1 under this Agieemenl, Contractoi wirrants and iepresents that i t  has completed tlic Screening Measuics 
with respect 10 such employee or Subcontractor arid that sucli Screening Measures did not reveal any inlorination that could ndversely aflEct such 
employee’s or Subcontractoi-’s suitability for employment or engagement by Contractoi or competence or ability to perform duties under this 
Agreenicnt I f  i n  doubt wlietlier a suitability, co~iipetence or ability concciii exists. Contractoi shall discuss with Ownei the re1ev:1111 h c t s  and Ownei 
will determine, i n  its sole discretion, whether such Person should be allowed to peifoini tlie Woik Owner, i n  its sole discletion, shall have tlic option 
of barring tkom tlic Site any pcison whom Owner dctei niiiies does not meet the qualification requii.eineiits set forth above I n  all ciicunistances. 
Contractor sliall ensure that tlic substance and niaiiiier of any and all Sciceiiiiig Measures pel loimed by Contractoi pursunnt to this Section coiif’orm 
fully to applicablc Lnw Contr:ictoi shall supervisc, cooitfinate and direct tlie \Voi k using Contractoi ’s best skill, judgmcnt 

QUALIFICATIONS AND PROTECTION OF ASSIGNED PERSONNEL 
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and attcntion Owner sliall have the riglit to bar Ilom tlie Site any Person employed 01 engaged by Contractor or Subcontractor wlio engages i n  
misconduct 01’ is incompctcnt 01 ncgligcnt while on the Site 01 while p c ~  forming tlie Seivices, 01 whom Owner has previously tcrminatcd foi. cause or 
otherwise dismissed or barred t i om tlie Site Upon request of Owner, Contractor sliall immediately remove those Persons to whom Owner objects 
lioiii the Site and shall not allow the furtliei pel forniance of tlie Services by tliose Peisons. 111 addition, if Contractor learns of any such misconduct, 
incompetence 01 negligence independent of  Owner ’s objection, Contractor shall remove such Persons from the Site, shall not allow any furilier 
performance of tlie Services by sucli Persons ant l  shall pioinptly notify Owner of sucli misconduct, incompetence or negligence and the actions taken 
by Contractor as a rcsult tliereol. I n  either such event, any cost for replacement of such Persons shall be at Contractor’s expense 

25 2 Drue and Alcoliol l‘estinq Neither Contractoi nor its Subcontractors shall iii any way use, possess, or be under tlie influence of illegal dnigs or 
coiitiolled substances 01 consume or be undei tlie influence of alcoliolic beverages during tlie pel foimance of the Services Any person (whether 
cmploycd or retained by Contiactor or any Subcontractor or othcnvise) under the influence, or in possession of, alcohol, any illegal drug, or any 
contiolled substance, will be ieiiioved from tlie Site and, subject to Owner’s fitness for duty program requirements, shall be prevented from performing 
any future Seivices at the Site 01 elsewlieie related to tlie Project Contractor shall liave in  place a drvg testing program meeting the requirenieiits of 
all applicable L.aws and Owiiei’s Drug and Alcoliol Testing Policy (MICCS Substance Abuse Program, dated as of July, 2007) attached liereto as Exliibit 
J. as sucli policy may be updated by Owner fiom time to time geneially for its contractors, and sliall furnish to Owner proof of compliance with such 
regulations and  policies, including a copy of Contractoi ’s thug and alcohol testing plan and an affidavit stating that Contiactor is in compliance, antl 
will remain i n  compliance, with such rcgiiliitions and policies for the duration oftliis Agreement [Jpon request, and to the extent permitted by law, 
Coiitractor will furriisli Owtie! copies of the iecoids of employee drug and alcohol test results required to be kept by LAW. Contractor will indemnify 
and hold harmless Ownei fiom any arid all liability for (a) Contiactor’s or any Subcontractor’s peisonnel wlio fail a drug or alcohol test given under 
any Governincnt Authority regulations, and (b) aiiy claims made by a Contractor’s or Subcontractor’s employee resulting from reinoval from tlie Site 
as pi ovided i n  this Ai ticle IlCoiitiactoi fails io comply with these iegulatioiis while pel forming under this Agreement, such noncompliance will be 
dccmcd a bicacli oftliis Agiccmcnt. and Contractor sliall be liablc for such breach, as wcll as for all direct dainagcs arising out of such noncompliancc 

25 3 Ti-aiiiinz of Eniiiloyees Contractor represents tha t  all Contractor and Subcontractor personnel liave received a l l  necessary training regarding 
oivironmciital, OSHA and aiiy otlici matteis iequiicd by applicable L.aws and relevant to tlie Work. Training on implenientation of aiiy additional 
enviroiimentcil mitigation measures appiopriate fool the Work will be specified by Owner before commencement of the Services 

25 4 Comoliance with Employment Laws; Policies All Services shall be perfoimed in  accordance with a11 applicable L.aws, including woiker’s 
conipeiisation L a w .  niiniiiiuiii and m:iximtiiii salary mil wage statutes and regulations, and licensing Laws and regulations Contiactor shall liilly 
icinibuisc Owner for any and  all fines 01 penalties of wliatcver kind or type that Owner may incur as the result of and to the extent caused by 
Contractoi ‘s failuie to fully comply with and fulfill any of tlie pi,ovisions of this Article. Contiactor shall adopt and utilize a subcontracting plan with 
its Grst-tier Subcontractors that complies with 48 C.F R 52-219-9 ioi Small Diverse Suppliers (“ SDS”) I n  addition, Contractor shall (a )  utilize SDS 
as rcquiicd by law; (b) piovide Owner with a 
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quaiterly status report i n  the tointat set forth on Owner’s website at www duke-energy coni, or i n  such other t o m a t  a s  js reasonably acceptable to 
Owner; (c) enter the SDS data in any report on Owner’s wcbsite at www dukc-energy coni aiid (d) provide Owner, its designated auditors and any 
applicable government agency the right of access during l ioi i i ial  business hours to inspect aiiy records related to SDS aiid compliance with this 
section. 

25 5 Substitutioii Contractor reserves the right to cliangc any of its personnel perfoi-niing Services. In such event, Contractor shall provide 
ieplaceinent pei~soniicl meeting the rcquisite qiialifications and who have equal or bcttei capabilities and shall bear any additional ti avel and living 
cxpcnscs associatcd with providing such I cplaccmcnt pcrsonncl 

26 RECORDS AND AUDIT 

26 I Technical Docuiiiciitation Excepl to the extent applicnblc Laws rcquire a longer retention, Contractor shall maintain and shall cause its 
Subcontractors to maintain all technical docunientation I elative to the Equipment and the Owner Equipment for a period of three (3) years after tlie 
Final Completion Date Contractor slinll give Owncr thirty (30) Days prior \VI itteii nolice before destroying or disposing of any such dociinieiitatioii 
or records and a reasonable oppoi tunity for Owner during such period to make copies of any such docuiiieiitatioii. 

26 2 Accounting Recoids Except to tlie extent applicable L.aws iequire a longer retention, Contractor shall niaintain and shall cause i t s  
Subcontractors to maintain complete accounting records relating to all Work performed or provided under this Agreement (which records sliall include 
an estimate of installed costs per component i n  accoidance with FERC accounting requirernents) on a time and material, or reimbursement, basis i n  
accoidance with generally accepted accounting principles in tlie United States, as set forth in pionounceiiients of tlie Financial Accounting Standai (1s 
Board (and its predecessors) and the American Institute of Certified Public Accountants, for a period of tlirec ( 3 )  years after tlie Final Coinpietion 
Date, except that records relating to Salcs Taxes lor such itcins must be retained foi foui (4) years as specified in Section 26 4 Contiactor shall give 
Owiici thiity (30) Days pi ior wiittcn notice bcfoic tlcstioying 01 disposing of any such accounting rccords and a rcasonablc opportunity for Owncr 
during such period to make copies of any such documentation. 

26 3 Owner’s Rieht to Audit Foi vciification 01 * * *  claiiiied by Contiactor *** or lor aiiy Work pertorined or provided on a cost reimburseinent 
basis or for a n y  suspended, tcrniinaled, delayed 01 acceleratcd Services, Owner or a third party auditor selected by Ownei and reasonably acceptable to 
Contiactor (which acceptance shall not Ix unreasonably withheld or delayed) shall liave tlie riglit and access at reasonable times during normal 
business hours to exmiiine and audii Contractor’s i-ccords and books related to al l  those costs as is reasonably iieccssaiy for Owner to v c r i ~ ~ ~  such costs 
As part of any such audit, Contractor shall piovide data in  the appropriatc electionic native rile foimnt ( i  e Microsolt Word, Excel, Piimavcra, etc ) 
such that the data may he effectively SOI ted. sumnied. and evaluated I-lowevei, Owner or Owner’s representative shall have no right to audit records 
01 books concerning the make-up of :iny agiecrl upoii lump sum amounts or fixed rates 01 niultipliers I f  any audit by the auditor reveals charges or 
costs chnrgetl to 01 paid by Owner its costs or fees wliicli ate not proper or exceed the rates or aiiiouiits permitted liereundcr for any such matteis, 
then Owner shall bc entitled upon dciiiand for a rcfund fiom Contiactor of all such amounts, plus interest theteon tkom thc date of payment by 
Owner until tlie date or refund by Continctor at ii rate oltlic ICSSCI o f ( a )  tlie P r i m  Interest Rate plus 1%) or ( b )  tlie masinium i n te  allowed by 
applicable law L iltcwise, if  any nudir or i f  m y  cuainin:ition by any state 01 local taxing agency ieveals additional 
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Sales Tax to be iiiiposctl upon Contractor for under collection of tax from Owner 011 a taxable sale to Ownei, tlicn Contractor shall be entitled, upon 
demand, for a rcliirid from Ownei ol  all  such ~niounts, plus interest at tlic foicgoiiig late. 

26 4 Sales Tax and Privilecc Tax Records. Contiactor shall provide to Owner all information and data Ownci may from tiiiic to tiiiic reasonably 
iequest and otlierwise fully cooperate with Owner i l l  coniiectioii with tile ieporting of (a) any Sales Taxcs and Pi,ivilegc Taxes payable with respect to 
the Work and (b) any assessment, refund claim 01’ pi-oceeding lelatiiig to Taxes payable with respect to tlic Work Contractor sliall requiic its 
Subcontractors to piovide to Coiitlactor all  information and data Contractor may reasonably request for pui poses of coinplying with tlie preceding 
sentence aiid otlieiwisc fully cooperate with Ownei Contractor shall ietain, arid shall require Subcontractors to retain, copies of such documentation 
and a11 documentatioii lelating to piircliases rclating to the Work or the payment of Salcs Taxes and Privilcge Taxes, i f  any. lor a period of not less 
rlian four (4) years froin tlie Final Completion Date. Contractor shall cnsure tliat its contracts with all Subcontractors effectuate the provision of this 
Section Contractor’s and Owner’s obligations undei, this Section sliall survive tlie termination, cancellation 01 cxpiration of  this Agreciiient for any 
reason and shall last so long as is nccessary to resolve any and all matters regarding Taxes attributable to the Work; provided, tliat if Owner requires 
Contractor to take action under th is Section at any time after tlic later of (i) two (2) years after delivery of tlic picce of Equipment 01 ( i i )  two 
(2) years after conipletion of tlie particular iteni of Work, Owner shall reimbutse Contractoi~ for all actual and ieasoiiable expciises Contiactor iiicuis 
in taking those actions 

2 1  TAXES 

2 7  1 Eiiiploynient Taxes. Ncitlier Owner nor its officers, eniployees. agents, consultants or othcr representatives shall have any liability for any 
payroll 01 employment compensation taxcs, for Social Sccut ity taxes, or for labor-related withholding taxes, for Contiactor and its Subcontractois 
(including nianufnctureis); or any of their employees; arid Contractor agrees to hold Owner, his Consultants. and his otlici, coiitractois Ii:iriiiIcss 
ngainst any claim or liability tlierefore. 

27 2 Salcs aiid Use Taxes on Contractor T d .  Contractor shall pay all tiixes 011 Contiactor’s puichascs of  goods, tools, equipiiieiit. supplies and 
other consumablcs which arc not perinaneiitly iiicorpo~ated into the Facility aiid which remain tlie property o f  Contractoi Contiactor shall also pay 
all taxcs atti ibutable to Contractor’s constiuction equipment, tempoiary buildings and otlier property uscd by Contractoi iii its pci foiiiiancc of this 
Agreement Contractor shall pay tliose taxcs when assessed, without claim against Owner for reiinbursement. Contraclor shall h p o s c  a similar 
obligation on all Subcontractors and shall enslire that no Subcontractor shall lime any claim against Ownci for rciniburseinciit o f  tliosc taxes 

27 3 Salcs a n d  Use Tax on Equirment: Privilcee Tax Notwithstanding the above, tlic +++ does not include monies foi  tlic payment of any sales and 
use taxes on Equipmcnt incorporated into the Facility Contractor, on belialf ot itself aiid all of its Subcontractors (including manulacturc~s). is 
tlicieforc respoiisiblc for consulting with Owner on Equipment purcliases and woilting with Owner to obtain tlie best sales aiid use tax and privilege 
tax bcncfits foi Ownci Owncr is currcntly autliorizcd undci tlic No1 tli Carolina Gcncral Statutcs to purcliasc ccttain Equipincnt cxcmpt front tlic salcs 
and usc tax, but subject to t l ie privilege tax a t  a rate of 1 %  with a maxiiiiuiii tax of eighty dollars ($80) 1x1- article Owner will spccifically identify 
propctry which will bc subjcct to tlie piivilcge tax Owner will issiic Form E-595E to Contl-actoi. to support the cxcmprion f‘roni the siilcs and use tax 
Cotitfiictoi sliiill rcgistcr with the statc 01 North Caiolina foi, payiiicnt of tlic privilcgc tax Coiitiactoi 
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will issue Forin E-595E to its suppliers to l'xilitate exempt purchases 01 property subject to tlie privilege tax As required by law, Contractor will 
accrue the pi-ivilcge tax on tlicsc puicliases and ieiliit the appiopriatc a~nount to the slate Sales tax should be billed by tlie supplier 011 Contractor's 
purchases of ~ i i o p ~ r t y  subject to thc No1 tli Cui oliiia sales tax Ownci shall ieinibursc Contiactor, * * *  for Contractor's actual costs inculred i n  paying 
any sales and use tax for wliicli Conti actor may become obligated to pay in coniiection with the Equipment incorporated into the Facility. 

(a) Conti actor, its Subcontiactors. inanulhctui eis rind supplicrs shall mnlte reasonable coininercial effoi is IO purchase Equipment to minimize 
tlic tax, but shall not bc icstrictcd troin malting out-of-statc puichascs of such Equipmcnt Contract01 shall use its commcicially reasonable cfforts to 
ensure that Owner is affoided the best salcsiusc and privilege tax treatment by tlie State Contractor sliall use all reasonable efforts to ensure that all 
out-of-state purchases niadc by Continctor ant1 its Subcontractois (iiicluding iiinnufacturers) are shipped FOB tlic Facility (North Carolina) free of 
Sales Taxcs. Owner shall iciiiibuisc Contt actor for a l l  salcs and usc taxcs and plivilcgc taxes paid by Contractoi arid its Subcontractors (including 
nianufacturers) upon written coiitirmation from Contractor tha t  tlie iteiiis purcliascd could not reasonably be purchased free of Sales Taxes 

(b) Contractor agices that i t  and its Subcontractois, stippliers. and manulactureis will clearly identify 011 each original invoice covering the 
purchase of Equilimeiit, tlie aiiiount of sales and use tax Sliould additional information and detail be required by Owner and tlie North Carolina 
Departiiient of Revenue to verify amounts paid for purchases of E~quipmeiit under this Agreemcnt, Contractor and its Subcontractors, suppliers, and 
inanulactui-eis shall supply such additional inforniatioii and invoices in sul'licicnt detail to veiify: 

(i) That such Equipment was purchased f k e  of State sales aiitl use taxes; or that for out-of-state purchsses, t he  invoices indicate the 

( i i )  Tlie privilege tax was accrued and remitted to the Stare of North Carolina lor sucli Equipment; 

(iii) Tlie actual puichase pi ices of sucli I?quipnient; 

(iv) Tlic datc of  dclivciy to thc Sitc of such Equipmcnt; 

(v) A description of tlie function of such Fquipmeiit; and 

(vi) Tlic Fedeial Enei gy 17egulatoiy Comiiiission (FERC) Code identification lor such E,quipnient 

amount of foreign sales and usc tax sepaiately stated and paid: 

(c) As a conditioit to Final Completion, Contiitctoi, shall provide Owner with an alfidnvit that all invoices which include sales and use taxes or 
privilege tax have been paid and tha t  Contractor and a11 its Subconttactois. suppliers, and iiianufacturcrs have no outstanding claiins or expenses 
relating to sales and use tax or pi ivilegc tax 

(d) Both Parties sliiill providc to tlic othci any documentation 01 inforination requested i n  o ~ d c i  to submit and obtain a refund of any taxes 
cironeously paid as patt  of this Agiccmcnt Tlic Parties agice that  any ieftinds ieceivetl sliall belong to tlic Party which bole tlie economic buiden of 
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paying tlie tax The Parries' obligations under this Section shall survive teiinination or expiration of tlie Agieement. 

27 4 State Pioixrty Taxes Contractor and Owiier agree that Owner shall be responsible for tlie filing requirements and payment obligations for all 
state and local taxes on the Site and the E.quipinent incorporated into the Facility; provided, that Contiactor shall be responsible for tlie filing of 
pioperty tax reiurns and tlic payment of state and local property taxes on construction equipment, tools and material wliich is not incorpoiated into 
the Facility and which is owned! used or leased by Contractor to perform the Services Owner and Contractor acknowledge that construction 
equipnierit piopcrty tax costs are included i n  tlic leasing costs included i n  the Contiact Price. If Contractoi owns construction equipment and leases 
such construction cquipmcnt to Owncr, Conti actor shall remain rcsponsiblc for the filing and payincnt of all property taxes due on such construction 
equ i pmcn t 

27 5 Tax Indcninilrcation 

(a )  Except i n  cases wlieie such tax assessment is the result of tlie Gross Negligence or willful or wanton misconduct by Contiactor, Owner shall 
defend, I-einiburse, indeninify and hold Contractoi hannlcss foi. a l l  costs and expenses incurred by Contractor as a result of  Owner's formal protest of 
any salcs and use taxes paid 01 assessed and property taxes paid 01 assessed on tlie Site or the Equipment, or any other similar tax, whether local, state 
or fcdeial. including any litigation expenses i i i  the event Owiiei decides to protest a sales or use tax assessment Owner shall not be responsible for 
any costs incuired by Contractor necessary to substantiate or verify information for any tax audit conducted i n  tlic normal course of business 

(b) Except i n  the cased of Gloss Negligence OI willful or wanton misconduct by Owner, Contractor shall defend, reimburse, indemnify and hold 
Ownel" liairiilcss for all costs and expenses incuricd by Owner as a icsult of Contractor's formal protcst of any employment Taxes, or any sales and 
use taxes nnd property taxes paid or assessed on Contractor's equipment or tools, or of any payroll or employment compensation taxes, or Social 
Security tnxcs. or for labor-related withholding taxes, or any otlier similar tax, whether local. state 01 fedeial for Contractor; its Subcontractors 
(including manufactui cis); or any of their cmployces, paid or assessed, including any litigation expcnscs in the event Contractor decides to protcst 
the said criq~loynient, withholding, and similar taxes. 

27.6 Pollution Control Equiixnent Infoi niation. Contiactor shall supply Owner with all i,easonable information and cost analyses requested by Owner 
for qualifying air, water or noise pollution control equipment for exemption from sales and use taxes, property taxes and any other tax ciedits, 
iefunds 01 exemptions available to Owner Conti-actoi sliall supply any further information as requested by Owner to apply for a certificate from the 
No! t h  Cniolina Dcpai tment of Eiivii onniciit and Natural Resources (DNHR) or other appropriate Govciiiment Authority to qualify for the above 
ex e mpt i on s 

28 DISPUl-E RESOLUl ION 

28 I Rcsolulion by tlie Paltics The Paities sliall attcnipt to iesolve any claims, disputes and otliei contioversies arising out of or ielating to this 
Agiccmcnt (collectively, "Disputes") pi oiiiptly by negotiation and mediation bctwecn cxccutivcs who liavc authority to settle tlie Dispute and who 
are at a liiglier level of management tliaii the pel-sons with direct I-espoiisibility for administration of this Agreement 
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28 2 Arbitration Proceediiics 

(a) Demand for Aibitration If the Dispute has not been iesolved by negotiation within *:r* Days of the disputing Party’s initial notice [or such 
longer period as the Parties may agree), the Parties shall fully and finally settle the Dispute by binding arbitration All arbitration proceedings sha l l  
take place i n  Charlotte, North Carolina under the auspices of the American Arbitration Association ( “AAA”) in accordance with the AAA 
Construction Industiy Ai,bitration Rulcs tlicii in effect (thc ‘ L R ~ I ~ ~ ” ) ,  and shall bc govcincd by the Fcdcial Aibitiation Act, 9 U S.C $ 5  1-16 FOI all 
Disputes where the aniount i n  controversy is less than $***, tlie arbitration proceedings shall be conducted by a * * *  selected in accordance with the 
Rules. For all Disputes where the amount in  controversy is at least $***, the arbitration pi-oceeciings shall be conducted by a *** selected i n  
accordance with the Rulcs No dcniand for arbitiation shall be madc or pcrmittcd aftcr the datc whcn the institution of a civil action based on the 
Dispute would be barred by tlie applicable statute of limitations or I-epose of the State 

(b) Eauitable Remedies. The proccdures specified in  this Articlc shall be tlie sole and exclusive procedures for tlie iesolution ofnisputcs between 
tlie Parties arising out of or relating to this Agreenient; provided, however, that  a Party may lilc a complaint i n  n coui t of coinpeteiit juiisdiction on 
issues of statute of limitations or repose or to seelc injunctive relief‘, specific per formance, sequestration. gttrnisliment, attaclinient, or an 
appointment o f  a 1-eceiver. Preservation of these remedies does not limit the power 01 the aibitiator(s) to grant similar ieniedies, and despite such 
actions, the Parties will continue to participate in good faith i n  and be bound by the dispute resolution pioccduics specified in this Aiticle 

(c) Award: Bindinc Nature The arbitrator(s)’ decision shall be hy majority vote and shall be issued i n  a wiiting and shall be final and binding 
upon the Parties, and judgment may be entered 011 the award in any court of coinpeteiit jurisdiction. The cost of all arbitrators shall be borne equally 
by the Parties. 

(d) Discoveiy Either Party may apply to tlie arbitiatoi’s foi tlic piivilege of conducting discoveiy. The riglit to conduct discovciy shall be 
granted by tlie arbitrators i n  their sole discretion with a view to avoiding suriirise and providing reasonable access to necessary i~itomiation or to 
information likely to be presented duiing tlie course of the aibitiatioii, piovidcd that. where the m o u n t  i n  controversy is at least $***, the Parties 
shall have the rights to discovciy set forth in Rulcs 26 through 36 of tlic Fctlcial Rulcs of Civil Pioccduic 

28 3 m i u a t i o n  of Work. Pending the final resolution 0 1  any Dispute. Contractor shall proceed diligently with the pcrfomiance or provision of 
the Work and its other duties arid obligations without diininu~ioii of el fo i  t and Owner shall continue to compensate Coiitiactoi iis set fbrth under this 
Agreement, including paynicnt to Contractoi provisionally on a tiiiic and niatcrial basis *** fo i .  all disputcd Woi k 

28 4 Cont’identialitv Except as m y  be required by applicable Law, each Party shall t ieat  the existence. content 01 results of any scttlcnient 
discussion pursuant to this Article 28 or arbitration as Confidentiiil InI‘ormation of the othei Party i n  accordance with Section 20.1 and shall use 
commercially reasonable elforts to cause any arbitrator(s) to ltecp such inforiii;ition conlidential. 

29 MISCELLANEOUS PROVlSlONS 
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29 1 Governing Laws This Agreement sliall be governed by antl constixed i n  accordance with tlie laws of tlie State, without reference to its conflict 
of' laws principles 

29.2 Entire Acreement. This Agreement represents tlie entire agi ceiiiciit betwecii Owner aiid Contractor with respect to the subjcct matter hereof, 
and supersedes all prioi negotiations, binding documents, representations and agreements, whether W I  itten 01 oral, with respect to tlie subject iiiattei 

hereof, including the Original Agreement This Agreement may be amended or modified only by a written instrument duly executed by each of the 
Parties. 

29 3 Successots aiid Assions Neitlier this Agrecnient no1 any right, iiitciest 01 obligation Iiereundei may be assigned by Contactor without the prior 
written  ons sent 01 Owner, and any attempt to do so shall be void, except that tlie whole of this Agreemcnt iiiay be assigned by Contractor upon prior 
written notice to Owner (a) to a parent company 01 ii wholly-owned Affiliate, piovided that Contiactor slinll not be relieved of any of its obligations 
hereunder, or (b) to a tiansfeice who acquiies all or substantially all of tlie assets of Contractoi, and whose market capitalization exceeds S""* and 
whose long term senior unsecured, uninsured debt is rated at least Baa3 by Moody's or BBB- by Standard SC Poor's at tlie tiiiie of the trnnsfer, or 
whose cieditwoitliiiiess is othenvise reasonably satislwtoi y to Owiiei, piovided that, i n  each such case, such assignee demonstrates to the reasonable 
satisfaction of Owncr [lint  i t  is capablc of fulfilling all of thc obligations of Contiactor Iicrcundci, including tlic grant of the liccnscs providcd liciciii 
Subject to tlie preceding sentence, this Agreement is binding upon, inures to tlie henetit of and is enforceable by tlie Parties antl their respective 
successors and assigns. Owner, including any Party constituting Owner. iiiay :issign this Agreement or any benefit, interest, I ight 01 cause of action 
arising under this Agreement to any Person with iioticc to, but without the coiiscnt of. Contractor undci tlic following circumstances: (a) the assignee 
is an Affiliate or subsidiaiy of the Owner and the assignee has a credit rnting that is at  least S&P BBB-, Moody's Baa3 or whose crcditwoi-tliincss is 
otherwise reasonably satisf'actoiy to Contiactor. (b) the assignee has acquircd ownership of, or tlie right to operate, the Facility foi which a n  
assignment is being made anti (lie assignee's senior. unsccuicd debt has a credit rating ofS&l' BBB-. Moody's Baa3, or (c) such assignee is otheiwise 
reasonably acceptable to Contractor Owner ( o r  the assigning Party that constitutes a part of Owner, as applicable) sliall obtain written assurances 
from tlie assigiiec of limitation of and protection against liobility lollowing the proposed transfei at least equivalent to that aftbrded Contractor and 
Subcontractors hereunder Any transfer contrary to this Section sliall make the assigiiing Pal ly constituting Owner the indeiiinitoi of Contractor 
against any liabilities incurred in excess of those that would have been incurred had no such transfer taken place 

29 4 No Third Partv Beneficiaries Except as expressly set lortli in this Agrcement, the provisions of this Agiecment a ic  intended for the sole 
benefit of Ownei and Contmctor, and there arc no third party beiiel 
ability of thc Parties to amend 01 modify th is Agieeiiient froiii time to time in thcii sole and absolute discietion. 

29.5 Rights Exclusive The rights and remedies of Ownei and the liabilities ol'Contractor as set forth in this Agreement sliall be tlie exclusive rights, 
remedies and liabilities of tlie Parties 

29.6 No Waiver No C O U I S C  of dealing 01- failuic of Owncr 01 Contiactoi to cnfoi-cc strictly any (cim, right or condition of this Agiccmcnt sliall be 
construed as a waiver of that t e rm,  right or 

iries No reference herein to any otlici Peisoii shall restiict i n  any way the 
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condition. No express waivei of any teini, right or condition of this Agreement shall operate as a waivei of any other term, right or condition 

29 7 Crisis Response Notwithstanding anything to the contrary herein, any actions talten or authorized by Owner i n  a good faith belief that such 
actions are necessary to ensure safe operation of tlie Facility or I-espond lo an emergency or abnormal coiidition at the Facility shall not constitute a 
breach hereof or absolve Contractor of any of its obligations hereunder 

29 8 Survival. Article 14 (Indeiiiiiiticatioii), Article 17 (Limitation of L.iability), Arlicle 19 (Inlellectual Property), Article 20 (Confidential 
Information), Article 2 1  (Taxes). Article 28 (Dispute Resolution), Article 29 (Miscellaneous Provisions) and all other Sections pioviding 101, 

indemnification 01 limitation of or protection against liability of cithci Party shall survivc tlic tcriiiination, canccilation, 01 expiration of this 
Agreement 

29.9 &vcrabilitv. If any provision of this Agreement or the application of this Agiecment to any Person or ciicuinstnnce shall to any extent be held 
invalid or unenforceable by a court of competent jurisdiction or arbitrators under Article 28. then (i) the remainder of this Agreement and tlie 
application of that provision to Persons or circumstances otlicr tlian those as to which i t  is specifically held invalid or unenforceable shall not be 
affected, and every remaining provision of this Agieenient shall be valid and binding to tlie fullest cxtent pei-mitted by L.aws, and ( i i )  a suitable and 
equitable provision shall be substituted for such invalid or tinenfoiceable piovisioii in  order to ciiiiy out, so far as may be valid and cnforcecible, tlie 
intent and purpose of such invalid 01 unenforceable provision 

29.10 Notices. Any notices, deniands or other communication to be sent or given liereunder by either Party shall in every case be i n  writing and shall 
be deemed pioperly sewed if (a) delivered personally to tlie recipient, (b) sent to tlie iecipient by reputable C X ~ I C S S  couiier seivice (charges paid) or 
(c) mailed to the recipient by registeied or certified mail, retum ieceipt iequested and postage paid Date of seivice of such notice shall be (i) the date 
such notice is personally delivered. (ii) three ( 3 )  days after the date of mail in^ if sent by certified or registeied mail, or ( i i i )  one (1) day after date of 
deliveiy to the overnight courier if sent by overnight courier Such notices, demands and other communicatioiis shall be sent to the addresses 
indicated below or such other address or to tlie attention of such other peison as the iecipient has indicated by prior wiitteii notice to the sending 
party in accordance with this Section: 

I f  to Owner: 

with a copy to: 

Drikc E,ncrgy Carolinas. L.LC 
Mail Code ECI IT 
P 0. Box I006 
Charlotte, NC 28201 - 1  006 

Facsimile No: * * *  
Dike  Energy Carolinas. L.LC 
Mail Code EC 1 I X 
P O Box 1006 
Charlotte, NC 25201-1006 
Attn: *** 
Facsimile N o  : *** 

AttI l :  :I;*% 



Duke Energy Carolinas, LLC 
Mail Code EC03T 
526 South Chuich Street 
Charlotte, NC 28202 
Attn: **+ 
Facsimile No : *** 
Shaw North Carolina, Inc 

100 Technology Center Drive 
Stoughton, MA 02072 
Facsimile No.: *+* 
Telephone No : * * *  
Shaw North Carolina, Inc. 
Attn: * * *  
128 South Tryon Street, Suite 600 
Charlotte, NC 28202 
Facsimile No.: *** 
Telephone No.: *** 

I f  to Contractor: 
Attjl: * * *  

29 I I Vienna Convention. Tlie Parties hereby expressly agree to exclude and disclaim the application of the provisions of the tlnited Nations 
Convention 011 Contracts for the Interiiational Sale of Goods (also ieferred to as  the Vienna Convention), and any successor coiiveiitioii or 
legislalion, to this Agreement. 

29 I2  Counterpaits This Agreement may be executed in two or inore counteiparts, each of which shall be deeined an origin;il. but all ofwhicli 
together shall constitute one and the saiiic instrument. 

[Reinairlder of Page Jiileii/ioiiollj~ Leji Blaitl;l 
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IN WITNESS WHEREOF, each of the Parties has caused this Agreement to be executed by its duly authorized representative as of tlie tlatc 
fitst above written. 

DUI<E ENERGY CAROLINAS, LLC SHAW NORTH CAROLINA, INC. 

By: Is1 Monty Glove1 .- By: Is1 James L Tuiiier 
Name: .James L Turner Name: Monty Glover 
Title: Piesident & COO, U.S Fraiichised E,lectric & Gas Title: Executive Vice President 

~ _ _ _ .  



- -  - - -  I_ 

EXlllBlT A-1 

***  



-- - I - I I . ___ __ 
EXHIBlT A-1 

Attncliinent 1 

* * *  



- -  ._.  

EXHIBIT A-I 

Artachment 2 - Divisioi~ 01 Resiioiisibilitv (Don1 
* * *  



_ _ _ .  

EXHIBIT A-1 ___- 



EXHIBIT A-1 

-_ At t acli men t 4 

* * *  



EXHIBIT A-1 

Attachine~ir 5 - P&lD’s 

* * *  



EXHIBIT A-1 

Atkachnient 6 - E q u i p m c n t ~  

* * A  



A:tncliment ? - Electi-ical One Lines 

* * L 

EXIIIRI'T A-1 



,. . - . - - - 
EXHIBIT A-1 

Attachmen( 8 - R a w  Watei Analvsis 

* * *  



ESHlBlT A-1 

Attnchinent 9 - Gas Annlvsis 

* * 4: 



- .  _ _  - . 

FXHIRIT A-1 -- 
Attachment IO - Basis of Desiqii - Mechan~cal 

* * *  



Attachment 1 I - Basis of Desieii - Electrical 

* * *  



.- . . - - . - - . - - - . - -  . .- 

EXHIBIT A-1 

Attachment 12 -Basis 01 Desien - Iiistruiiientatioii st Con- 

* * *  



___  - .___ 

EXHIBIT A-1 

Attachment I3 - Basis dDeslt i1 - Civil Structural 

% * *  



__ - -. 

EXHIBIT A-1 

Attacliineiit 14 - Clariticatioiis and Assumptions 

* % *  



J O i W O N O  131861 
PAGE Covei REVISION 0 

~ S~LV North Caro'ina, Inc. CLIENT Duke Energy Caiolinas, LLC 
E x h ~ b ~ t  A-2 PROJECT Duke Buclc Station CTCC 

Pcrforiiiancc Teyt and Guarantees LOCATION Salisbuiy, N o i h  Caioliila 

EXHIBIT A-2 

EXHIBIT A-2 

PERFORMANCE TESTING OF BUCI< COMBINED CYCLE GUARANTEES 
UNIT NET l lEAT RATE, OUTPIJT, SC EMISSIONS 

AND 
PERFORMANCE VERIFICATION OF PLANT EQlllPMENT 



f O i W O N O  131861 
PAGE I of 15 

Stacv North Carolina, lnc. CLIENT 
E x l i ~ b ~ t  A-2 PROJECT 

Pel lormance Test and Guaiantees LOCATION 

REVISION: 0 
Duke Energy Carolinas, LLC 
Duke Buck Station CTCC 
Salisbury, Noith Carolina 

1.0 INTRODUCTION 

I I OB.TEC1'IVE 

This E,xhibit establishes conditions, parameters and niethods foi Performance Testing of Buck Combined Cycle Net Electrical Output. I-lent Rate and 
Einissioii guaiantecs established by the Agreement, corrected to the Base Pel forniance Conditions identified in Section 7 of tliis Exhibit 

Buck Combined Cycle Net Electrical Output will be tested. calculated and corrccted based oii the fully duct-tired case steaiii llow Net Heat Rate will be 
tested, calculated and corrected based 011 the no duct firing condition with two combustion turbines opeiating a t  base load 

Additionally, Perforinnnee Verificatioii of the Combustion Turbines, Heat Recovery Steam Generators, and Stenin Tuibiiie along with major plant 
equipment and systems is addressed dui ing the Combined Cycle Pe!t'oimance Test 

Tlie Contractor shall also provide testing piocedures for validation of Owiier furiiislicd equipment Guarantees I:** Al l  sucli tests shall also be tested iii 

accordance with tliis Exhibit and measured while simultaneously achieving Giiaiantccd Emission Limits. 

E.mission Compliance Testing, including CEMS Certification testing, may occur prior to Substantial and F ina l  Completion, with Guaranteed Emission 
L.imits verified during Performance Testing either with the certifiable CEMS (defined i n  Section 8 3) or certified tempoi-ary test equipment 

I f  tuniiig oi other atljostments that may et'fect emissions occui alter non-CEMS monitored emission acceptnrice and prior to Substantial aiid/or Final 
Completion, the Owner may requite re-testing of eiiiission coiiipliance of non-CE,MS tiionitoi.ed pa1 ameters t o  vet ily that tuiiing Iias not violated 
emission compliaiice 

* * *  

I 2 ERFORMANCE TEST PROGRAM PI - r ILosomY 

Table A-2 sunimai izes the Peufoiinaiice Testing and Equipnient Vci,ification PI ogIalii The purpose of the Pel f o i  mancc Tcst and Equipincnt 
Vel ificcition Program is fivefold: 

1 2 I ASME Code Testing 

a Pcrfoimaiicc Tcst i ix-  Confiim that  Combined Cycle Net Elcctiical Output and Net Heat Rate guabaritccs cont;iinctl i n  tlic Agicemcnt arc 
met, using ASME Performance Tcst Code PTC 46, adjusted as mutually ;igicecd by Contractor and Owiier 11 tliesc puarantcc virlues ai-e not 
nict. 11ic11 the Contractor, will cstablisli 
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the shortfall value for application of remedies 01 damages addressed i n  ( l ie Agreement with the Contractor 

1 2 2 Non Codc Testing 

a Combustion Tut-binc. Heat Recovery Stcam Gcncmtor..and Stcam Turbinc Tcstinr will be iun coiicui icntly, with tlic Net Plant 
Performance Test. Confirm the Performance Guarantees of Owner Equipment are met, using pel nianently installed station 
instiumeiitatiori and/or instruments installed lor tlie plant Perfoima~ice Test. Pel agieemcnt with the Owner’s equipment Contractor this 
test will establish the shortfall value i f  the tested and coirected values arc not within tlic limits of unceitaiiity a n d  contiactual tolelances 

Other Maior Eciuimient Verification - Repoit tlie perroiniance of the other major equipment listed in Section S I ,  using data collccted 
during plant Performance Testing using permanently installed station instrumentation and/or iiistruiiieiits installed for the plant 
Pel forniaiice Test I f  Perfoimance Guaiantees ale  not met lor Plant Net E,lectric;tl Output or Plant Net I-Icat Rate, tlicii concurrent 
individual Equipiiieiir Verification Testing results collected during tlie plant Performance 1-csting will be evaluated to determine if further 
componeiit tcsting, as desciibed in scctioii 8.1, is neccssaiy to establish an estimate of tlie sliortfall value. for possible Code Testing. If 
Perfoi-mance Guarantees are mcl foi Plant Net Electrical Output and Plant Net Heat Rate, Equipment Vel ilicatioii Test reports for 
coiiipoticiits tested during the Plant Performancc Test shall be repoited to Owner If Owner dctcrniincs that additional ksting, including 
Code Tcsting, may provitle efficiency and capacity benefits, Owner {nay employ Contractor, with a contract change order for additional 
analysis tind testing beyond the scope of t i le Target Price. 

Plant Baseline Data - Establish the overall plant Baseline Perlormaiice Data for key operating parameters based on a combination of data 
taken during the plant Pel formance Test and concurrent testing of the Combustion Turbine, Heat liecovci y Steam Generator and Steain 
Turbine Pel for iiiance Test and to include DCS collected data 

b 

c 

d 

1 3 AGREEMENT AUTHORITY 

The Apeciiient contains specific inToimation conceining guaiantees, results, re-testing, schcdule. reiiicdies, liquidated damages and warranties. and is 
not addi cssetl i n  this Peiforinance Testing E.xliibit 

L 
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1 4 NET PLANT PERFORMANCE 

The Contractor’s Net E,lectrical Output a n d  Net Hcat Rate Perfoiinance Guarantees are based on the gualanteed pel foi niance of the Owncr 
Equipment Plant pel formance test iesults shall be corrected foi Ownei Equipment performance slioi tfalls that ale not attributable to Contractor 
responsibility. Shortfalls in the Owner supplied equipment will be verified as part of the PTP data recording. correction calculations and analysis 
process which will be dociiiiieiited i n  the Plant Pel forniance Test iesults report 

The Guaiantccd Coiiibincd Cycle Net Hcat Rate is determined by tlic following Incthodology: 

GN1-IR = (NG/((GTI-LGTZ Output) -+ ST Output - BOP Aux - HRSG Aux - GSLJL.)) * ( 1  -1- E,PC Margin) 

Where: 

NG =Natural Gas Consumed (btuilir 1-11-IV) i n  Combustion Turbines based on General Electric guarantee condition corrected t o  Rase 
Performance Conditions 

GTI SC GT2 Output = Net Electrical Output (kw) of Coinbustion Turbines, less generator excitation power, based on General Electric guarantee 
corrected to Base Pci foi inonce Conditions 

ST Output= Net Electrical Output (Itw) 01 Steam Tuibiiic. less genelator excitation power, based on General Electric predicted perforiiiance 
corrected to Base Perfol.mnnce Conditions, corresponding to the HRSG unfired guarantee Cnse 10 

BOP Aux = Power consurnptiorr (Itw) of Corilractoc sappiied balarice of plant equipnicnl 

MRSG Aux = Power consumption (kW) of HRSG vendor supplied equipment 

GSUI.. - Iosscs across generator step-up transformers and auxiliary power use by genci atoi step-up transformers 

EPC Maigin = +** 

The Guaranteed Combined C:yclc Net Electrical Output is deteiiiiined by tlie following metliodology: 

GNEO = ((GTI+GT2 Output) + ST Output - BOP Aux - HRSG Atix - GSUL.) * ( 1  - EPC Maigin) 

Wllclc: 

GT Output = Nct Electrical Output (Itw) of Combustion Turbines, less geneiatoi excitation power, based on Gencral Elccti ic giiatantec 
coi iccted to R:isc I’crloiniiincc Conditions 

SI- Outliut = Ne1 Elcctiical Output Ne(  (kwf ol  Stcain 1 uibine. less generatoi excitation 

3 
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powei, based on General Elect) ic guarantee performance coriccted to Base Perfoi niaiice Conditions, coricsponding to the HRSG fully duct filed 
guarantce Casc 15 

BOP Aux = Power consumption (kw) of Contractor supplicd balance of plant equipmcnt 

HRSG Aux = Power consumption (kw) 011-IRSG vcndoi supplied cquipinent 

GSUL - Losses across generator step-up transformers and auxiliaiy power use by gcnerator step-up transformers 

EPC Margin = *** 

1 5 SUBSTANTIAL. COMPLETION TESTING 

The initial Pciforniancc Tcsting is uscd to satisfy tlic Minimum I’ciformancc Guaiantccs This Tcst shall bc satisficd by thc saiiic mctliods as tlic 
Plant Perforinance Test methodology. except where a substitute test mctliod is approved by the Owner. 

The initial Perform;incc Test may satisfy the requirement of tlie Perfoiinaiice Guarantees if  performed in accordance with Section 6. of this Exhibit 

2.0 TEST RESPONSIBIL.ITY 

All testing described in this Exhibit is in Contractor’s scope of services /work unless otherwise stated. 

Test Contractor approved by tlie Ownei, shall conduct the Plant Pcrformaiice Test. concurrent with tlie Combustion Tuibine, Heat Recovei y Steam 
Generator and Steam Tui bine Peiformance Test, and conipile the Plant Baseline Data. 

The Test Contractor shall be responsible for tlic Pcrforrnance Test Plan (PTP), test iiistrumcntation inclutling calibration arid set up, prc ant1 post 
test uncertainty analysis, conduct of the testing. data acquisifion, data ieduction. post test calculations, and  test repoi t for Plant Pel formance 
Testing, and concurrent Combustion Turbine. Hear Rccovc~ y Steam Gcncratoi and Steam Turbine Testing, Plant Baseline Data and Major Equipment 
Verification 

The Owner shall make available to the Coiitractoi-. tlie most ctii-rei~t vcl-sion of all Owner E.quipmcnt vendor pel foriiiance, coriection curves, 
coi.iection software, tliermnl kits. test protocol rcquiiwiicnts, di a f t  rest plans, and other such related data neccssary for tlie Contractoi to complete 
tlie Perfoiinance Test Plan This Owner Equipnicnf ventlor data sli:lll be provided i n  a tinicly mariner such that tlie Contiactor has reasonable time to 
review and coniment lor mutual approval with tlic Owiicr and l o r  incoiporation into the Contiactor’s PTP. 

3 0 PERFORMANCE TEST PLAN 

4 
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The Contractor will submit *** prior to coinniencenient of the Performance Test ii coinplete detailed Perforrriance Test Plan (PTI’) niutually 
approved by Owner, Test Contractor, Contractor anti Owner Equipment Contractors The PTP will constitute mi agreement for tlie Performance 
Testing by the Parties to tlie test. Differences between the Test Procedures or methods contained i d o r  developed i n  accordance with the PTP and tlie 
respective Agreements or established industry test codes arc by written mutual agreement or tlie Parties to tlie test, as approvcd i n  tlic PTP 

The PTP form antl contents shall specifically nieet the iequiienients ot ASME PTC 46 - 1996, Section 3.2 “Test Plan”, wliere ASME Code Testing 
procedures are being applied 

4 . 0  TEST UNCERTAINTY 

Pre-Test uncertainties (for ASME Code Tests) will be calculated i n  accortlance with applicablc ASME Codes, antl shall not exceed ASME PTC 
requirements for the applicablc Code Test unless specifically agiced to by the Ownci- and tlie Contractor Post test licld vei.ifications will be pcrfornied 
on instruments measuring paiameters where tlicre is no redundancy or lor which the data is questionable 

5.0 DEGRADATION 

Degradation shall be applied to the Plant Net Electrical Output and Net Heat Rate Tests, i n  accoidaiice with Ownei Equipment guarantees. An 
enthalpy drop test shall be performed on the steam turbine by the Test Contiactor as soon as practicd after startup, and prioi to tlie Plant Net Heat 
Rate and Net Electrical Output Test Degradation attributed to  tlie steaiii turbine sliall be based on enthalpy drop test iesults in accordance with Steam 
Turbine Generator guarantees. 

Dcgiadation duc to thc Gas Turbinc will bc bascd on tlic actual opcrating hours of cach individual tuibinc and applicd bascd on that coniponcnt’s 
affect on tlie overall facility Performance Guarantee Tlic Manufacturei’s Cui-ve will be used Degradation due to tlie Steam Turbine will be based on 
the change in efficiency as determined by the enthalpy drop tcst and tliat component’s alt‘ect on the overall facility Pel foi inancc Guai antee. 

Corrections to test results due to degradation that ale diiectly and solcly attributable to Contiactor’s actions shall not be applied. This includes both 
equipment scope and scliedule effects 

6 0 

6 I TEST RUNS AND CORRECTIONS 

PERFORMANCE TESTING - ASME CODE TESTING 

Pcrforiiiancc Tcsting involvcs sct-up, testing, nicasui cincnts and data collcction, subscqucnt 

5 
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calculations urd corrections. A series of *** individual Test Runs meefing the Code requirements for duiation (no less than *+*  each), shall be 
performed at the test conditions for both the Plant Net Electrical Output and Net Heat Rate Tests, which Buck Combined Cycle is subject to at the 
time of the  testing. Test operational and data stability requirements set forth i n  ASME Codes shall be met 

Results of the *** Test Runs shall be corrected to Base Performance Conditions and averaged for comparison Tlic Net Plant Perfoimance Test 
corrected iesults will be compared to the Performance Guarantee values for Net E.lectrical Output and Net Heat Rate The Combustion Turbine, Heat 
Recovery Steam Generator and Steam Tuibine test data will be coi rected to Owner Equipment Contiact conditions and compared to contract 
guarantee values 

Demonstration of tlie Combustion Turbine. Heat Recovery Steam Generafor and Steam Turbine per foriiimce will require tlie Test Conti actor to 
perform measuiement/correction methodology required by the niutually agreed test criteria to be specified i n  the PTP 

Contractor shall provide all required ASME PTC 46, correction data as mutually agreed to by the Contractor and tlie Owner and to be specified in  the 
PTP At a minimum, raw source data for cuives or coriection curve equations shall be supplied Ctiiws may be additionally supplied as well. but 
piiotity of test correction source will be, i n  order of preference: ( I )  Manufacturcr piovidcd sourcc data or curvc cquations, (2) bcst f i t  cquations of 
Manufacturer provided data or curves, (3) visual reads of Manufacturer provided data or curves, and (4) Conti actor supplied data, curves, and 
equations. Contiactor shall submit, as part of the proposed PTP, al l  correction calculations, eoiiectioii data and any thermal models for review and 
approval **:ii prior to commencement of testing 

6 I! INSTRUME,NT CALIBRATION 

Instiument calibration, where dcfined in  tlie PTP, shall meet ASME I’TC Code requirements Test Contractor shall submit ni l  instiunient calibration 
data to the Contractoi and Ownel. for ievicw prior to tlic comiiiencenient of the i’erfoimance Test Flow devices meeting tlic I equii enients sct forth 
by ASME Code to nieasure primary parameters and variables need not undergo inspection rollowinp the Performancc Test i f  the devices have not 
experienced conditions tlia! would violate their integrity. Such conditions include steam blows and clieniical cleaning 

6 .3 

The Contiactor will have tlie iesponsibility for providing all test instiuinentation and equipnicnt, whethei- tenipoiaiy 01- permanently installed 
Insti~umcntation, where defined i n  the PTP, shall meet the requirements of the applicable ASME J’TC Code. i n  ordci thaf the calculated pie tesf 
uncertainty does not exceed ASME Code iequiiements 

TEST EQUIPMENT AND JNSTRIJMENTS 

h 
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6 4 1EST INTE.RRUPTION 

Test rtnis are not required to be co i i t i i i uo~~ ,  but shall occur within the same **:k hour period, in ordel to assuie that the Buck Combined Cycle 
configurnlion and the tcst conditions arc relatively similar. *** 

6 5 

The Buck Combined Cycle Performance Test will be i n  accordance with ASME PTC 46-1 996 "Performance Code on Oveiall Plant Pel foimance", 
except wlieie inoditied by tlie Contract, or by mutual agreement by the Palties to the Test and to be defined in  the PTP 

BUCK COMBINED CYCLE PERFORMANCE TESTING 

6 5 I Elcctr~ical Teiiniiial Point of Guarantees - Buck Combined Cycle Perforniance Testing 

The electrical terininnl point oftlie Buck Combined Cycle Perforiiiance Guarantee is as measured at the high side of tlic main step u p  
transfortilers Transforiiier losses (main step up) due to corrections to Base Perforiiiance Conditions will be included as p a r t  of  the post test 
coirectioiis 

6.5 I Pci formance Test Auxiliary L.oads 

The Plant Net Electrical Output and Net Heat Rate Guarantee shall include all BOP auxiliary loads, including pumps. fans, inotoJs. lienters. air 
conditioning. lighting, material handling and tnisceilaiieous equipment that are required to opeiate [lie equipment i n  a normal plant 
configuration Electrical loads for generator excitation will also be included if supplied fi.oni plant auxilialy bus 

The ausiliary load methodology for the Performance Test will be based on operation dui ing the Base Performance Conditions defined i n  
Section 7 0 The following i s  the type ofoperation that is expected: 

:i 

IJ 

c 

il 

Water trealment and other loads o f  a cycling nature shall be characterized pi ior to the Pcrformance Tcst The Contr:~ctor will subniit, as part  
ot'tlic PTP, l~roccdures foi the deterinination of these cycling loads, for Owner approval 

Aiisili;iiy loads foi major Ownci Equipment will bc individually nicasurcd for 

All noimal interior lighting sliall be energized 

All air contlitioni~ig/lieating/ventilation iequiied to maintain tlie plant eiivironinent on the tcst day will hc operating 

A l l  equipment requiied for nornial full load operation will be energized 

Rcdundant or surge capacity equipment shall be eneigized, active power being supplied but equipment not running 

7 
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deterniining satislhction 01 Owner Equipment Contract guaiantees 

Preliiniiiary auxiliary loads testing and results calculations shall occur prior to coinmencement of Pcrfoiinance Testing (this testing is not 
rcquiicd for Substantial Coiiiplction) Results shall bc submittcd to the Owner and approvcd prior to Performance Tcsting. 

Testing will dctci-mine [lie kw-hr coiisuincd per unit of material, for correction to tlie plant auxiliaiy loads ineasuied. Wlierc appropriate, and 
approved by tlic Owner, operation of cycling loads during tlie test can be substituted 

6 5 3 Plant Configuiatton 

Duiing the Performance Test, except as identified below, the plant will be aligned and operated i n  the nornial plant configuiation - as 
approved by tlie Owner, with regards to mechanical and electrical components and systems. All steani and water drains and traps will be aligned 
lor safe system operation 

I-IRSG continuous blowdown will be isolated during tlie test runs 

Di,ains 01 traps with leakage that cannot be repaired prior to test may be isolated duiiiig test runs if safe to do so, otlienvise corrections will bc 
applied to test results as determined by the Contractor 

Gas turbine inlet air chillers will not be encrgizcd 

Thc DCS will bc in auromatic opeintion, cxccpl where appiovcd by thc Owncr. Sctpoints, system limits, alarms and trips will be i n  normal 
plant conligura~ion and will no1 be devialcd from, lor the purpose of the Performance Test. 

6 6 

A Combustion Turbinc Verification test will be iun concurrent with the Plant Net Electrical Output and Meat Rate test to demonstrate the combustion 
tui-bine perlormancc. A Sleani Turbine Verification test will also be run concuiiently to demonstrate the steam turbine pcrforniance L.ikewise. !hc 
Heal Kccowry Stearn Generator Vcr ificatioii test will also be i u n  coilcurrently to demonstrate the HRSG perforrniince 1-liesc Tests shall be in  
accordance with the mutually agreed to test piocedures i n  the PTP Test piocedures sliall also provide for deinonsti ation of individual auxiliary loads 
161- Combustion Turbine. Steam Turbine. and Heat Recovery Steam Generator. 

COMBUSTION TURBINE, HEAT RECOVERY STEAM GENERATOR, AND STEAM TURBINE 

6.7 TEST AND DATA REPORT 

Tlic Contractor sliall providc ii complcre report i n  accortlance with ASME P I C  46 unless otherwise inutually agreed to by Contractor and Ownei lor 
the Nct Electiical Output and Net Ilcat Rate Tests ~ O I  the Conibined Cycle. The Contractor shall also piovidc a complete repoit of the test icsiilts 
I'oi tlic Combustion Turbine, Heat Rccovciy Steam Geneiator and Steam 

8 
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rurbiiie and otliei inaloi equipment Vcrilicatioii 1 ests respectively and iiiore specifically with tlie procedures as mutually agreed to by the Ownei and 
the Contiactoi which will be outlined in the PTP The report will be submitted within the time specified iii the Agreement A pielrininaiy iepoit of 
results shall be submitted within t l ie time ~peci l icd in the Agieeinent The report shall be subniitted in both electronic and paper format Final report 
contents shall be defined i n  the Pci forinance Test Plan 1 Ill5 shall include, but not be limited to 

a 

b 

c 

d 

c 

Calibiation data foi all inst iu i i ients used in calculations 

Raw aiid suiiiiiiaiy averaged data foi each Tcst Run 

Key Plant DCS tl‘ i t~  dui ing ciicli Test Run, .is identified by the Owner piioi to tlie Test 

AI1 calculations and coiiections. including coricctioii cuives niid data 

Find lieiloimance coirection calrul~itions shall be in Excel and submitted as an Excel format file 

7 0 BASE PERFORMANCE CONDITIONS 

Pcrlorinance Guarantees are based 011 the lollowing ieleience conditions. Test results for the Performance Testing will be corrected to these 
conditions as detailed i n  the Performance Test Plan: 

a 

b 

c 

d 

e Baioiiietiic Piessuie - ***  

1 

Power Factor (low side of  main step up) = ** *  
Fuel - Pcirorinance Fuel as identified i i i  Table A-2 3 ,  *** 
Anibient diy-bulb tcmpeiatuic - ** *  
Ambient wet-bulb tempciatiire - ** *  

Ownei supplied equipment guai miteelexpected poi lormance: 
* * *  

g. Combined Cycle Net Electrical Output Guarantee is bnscd on fiill duct-iiring, aiid no inlet chilling, corresponding to case *** of 
Contiactor’s pi oject licat balances 

Combined Cycle Nct Heat Rnte Guaiaiitec is based on no duct fii-iiig, no inlet cliilling, and both CTGs at base load, con-esponding [o  
c;tsc *:I;* of Coiitiactoi’s piojcct lieat brilanccs 

h 

I Wlicic :I conflict csisrs due to a i c fc ie i i ced  file and an qqiio\wi revision of 3 manufacturei’s data or the Contractor’s data, the most 

recent revision shall apply 

9 
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8 0 

8 I 

PERFORMANCE TESTING - NON CODE TESTING 

OTHER MAJOR E,QUIPMENl VERII:TCATION AND EQUIPMENT PERFORMANCE TESTING 

The Coritractoi sliall iepori tlie pel forniancc of majoi equipment, using data collected during Performance Testing to determine the 
peiformancc of the majoi equipment listcd below, using station instruiiicntotioii. The Equipment Vciification Tcsts will be conducted utilizing 
pcrmanently installed plant iiisti-iiiiicntatioii and procedures to be defined i n  the PTP No test instrumentatioii will be installed specifically for 
the Equipment Veiil'ication Tests (e.g , Ciic Water flow late). 

This testing is not required to be i n  strict accordance with applicable Test Codes referenced i n  Manufacturer contracts, but shall be of 

coefficients, niay be used to suppleinent the test data for equipment peifoiniance indication The results shall be corrected to Manufacturer 
contiact conditions as part of tlic Test Report The Conlractor shall supply all raw data and calculations as part oftlie Test Report. 

Even if Pcrtorniaiice Guarantees ale met foi Plant Nct Elect1 ical Output and Plant Net Heat Rate, Owner may determine tliat additional 
testing, as a change ordw to tlic Contiactoi. including Code Testing, is required to niaximize efficiency and capacity benefits. 

Equipment I'erforniance Testing may be conducted on certain major equipment if Performance Guarantees are not met for Plant Net 
Elect! ical Output or Plant Net Heat Rate and the Perloi niance Test results indicate specific deficiencies; testing will be limited to the 
cquipmcnt listed below; ;ind will be based on slation instrumentation 

Owner will use tliese ieports to make a determination concerning the need foi fui ther detailed Code testing of equipment 

a Feedwatei. Motwell Condciisnte pumps 

b Ciiculating watei pumps 

c Cooling tower 

d. Condcnsci 

e Main Step Up t iansfoimei-s 

uracy 10 give iridication of the equipment pel folmance Equipinen! design data. such as pump curves and contioi valve flow 

I O  
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11 Watei Tieatmelit 

8.2 PLANT BASEL.INE DATA 

The Contractor shall rcport tlie oveiall baseline perloiinancc data for kcy operating paraineters ( t o  bc identified with Owner’s mutual agreement, in 
the Pel lorniance Test Plan) based oii a combination of data taken during tlie Net Plank Pel forinancc Tcst, and concurrent Coinbustion Turbine, Heat 
Rccovciy Steam Gciiciator and Stcam Tuibinc Pcrfoimancc Tcst ar id DCS collcctcd da ta  The goal is to cs\ablisli initial Plant Bascline Data for 
conipai-isoii for future operation 

The basis o i  tlie icport shall be uncorrected aveiaged data lioin botli the DCS and temporary pel Ioiniancc test iiistrliiiieiitation from one of tlie 
Pcrforiiiancc Testing ‘lcst Runs sclcctcd by tlic Ownci 

8 .3  

Emissions Compliance Tcsts. and CEMS Ceitification will be pcrroriiied by Owner Owner will make available tlic iiccessary equipment for CTG 
emissions tuning 

Prior to Substantial Completion and after tlic combined cycle configuration is sulliciently complete so tliiil all systems are capable of safe operation 
iii accoidaiice with applicable Laws. Pi udcnt Industry Piactices and tlie Piqject Manuals,  Ownei shall test the I-IRSG stacks in accordance with tlie 
requiicmcnts of applicablc govcrnincnt rcgulations to vcrify conipliancc with tlic Pci mittctl Emission L ilnits (tlic “Fmissions Compliance Tcst”). 
The Emissions Coiiipliancc Test for combined cycle may be coniplcted concurrently with Pcrforniancc Testing to ensure that equipment degradation 
cox rectioiis ale avoidcd 01 niinimizcd. Stack emissions will be mcasuied during tlic Pci lorinancc Test by tcmporai-y ccrtificd CEMS testing equipment 
or by tlic pci-inanciit plant CE,MS i f ’ i t  is cc i  tiliablc Tlic Contiactoi and Ownci- shall jointly dcvclop a sclicdulc for providing the Owner necessary 
foims, data and reports well in  advance of regulatory i-equired Owner notifications and submittals Owner shall prepare forms, data and reports in 
accordance with Applicable Perinits and I cgulatory requii,cments 

EMlSSlONS COMPLIANCE TEST A N D  CEMS CE,RTlFlCATlON 

I 1  
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P:ir;rnicler 

Combined Cycle Net Heat 
Rate 

Combined Cycle Net 
Electrical Output 

Combustion Tui biiic 
Net Electr ical Output 

Steam Turbine 

-- 

* Net Output 

Test Rletliotl 
Giiarantee- N o t e l  - 

EPC PTC 46 

EPC PTC 46 

Manuf Verification Test 
Col,tract 

Manuf Veiification Test 
Contra c t 

I-WG Maniif Coiiiract Verilicatioii Test 
* Steaming Capacity See Notes 
* SM and  RI-l Outlct 

* RA tlP 
Temp 

REVISION: 0 
Duke Energy Carolinas, LLC 
Duke Buck Station CTCC 
Salisbuiy, North Carolilia 

l?llt t l i  

I’eriiirniaiiee Veri f i c a l  ion 
res1 Test 

x 

X 
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NOTES 

1 All ASME Code Tests will require application of additional ASME Test Code requirements such as PTC I and the PTC I9 Series. Where conflict 
exists, the most ieceiit approved PTC will govern Plant Peiforiiiaiicc will be based on the ASME I967 S t e m  Tables or tlie steiiiii tables used 
foi Ownei supplied equipinent guarantees, if different 

1 3  
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TABLE A-2.1 

Coiiibustioii lurbine Gciierator 
Supplied 
* * *  
* * *  
:x * * 
* * *  

Heat Rrcovci y Ste:iin Gei imitoi  
Supplied 
* * *  
* * *  
* * 4: 

* * *  

Aurili:ii> lloiler 
* * *  
* * *  
* * *  

Diesel Genet ator 
* * *  
* * *  
* * *  
:I: :p * 

Dirsel Fii c 1’111iip 
* * *  
* * *  
* :x * 
* * *  

Buck Combined Cycle Make Riglit Guarantees 
Contract 

Guai antee Test Rcspeiisibility Ilespoiisiliiliiy 
* + *  * * *  
* * *  +*I 

:I: :I * 3: :I: * 

Maiiulhcturci ’s coiltiact 
Manufacturci,’s contract 
Mnnufncturcr’s contract 
Manufactuier’s contract 

Guarantee 
Maiiulhcturcr’s contract * * *  
Manufactuiei’s contract * * *  
Mnnufnctuicr’s contract 
Manufacturer’s contract * * *  

* * *  

Ail. Pcrmit 
Air Peimit 
Air Peiiiiit 

Air Pcrmit 
Ai t Permit 
Ail Pciinit 
Air Pei iii i  t 

Aii Pci.mit 
Aii Permit 
Aii- Petmit 
Air Pcimit 

* * *  
:I: * * 
* * *  

* * *  
* * *  
* * *  
* * *  

* * *  
:I: * :I: 
* * *  
* * *  

* * *  
* * :L 
* * *  
* * >* 

2: * * 
1; * * 
* * *  

* :I: * 
Q * * 
,/i * * 
* * *  

* * *  
:I: * :e 

li * * 
* * *  

14 
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CONSTITUENT 
:k 1: * 
* * *  
* * *  
* * *  
* * *  
* * *  
* * *  
* * *  
* * *  
* * *  
* * *  
* * *  
* :k :/. 

Table A-2.3: Natural Gas Composition Basis 

REVISION: 0 
Dulte Energy Carolinas, LLC 
Dultc Buck Starion CTCC 
Salisbury, North Caiolina 

PERCENTAGE U Y  
VOLURK 

* * *  
:c * * 
* * *  
* * *  
* * *  
* * *  
:c :c * 
* * *  
* * *  
* * *  
* * *  
* * *  
* * 1: 

1s 



Schedule of Drawings 

* 3; 4: 

ESIIIBIT A-3 



EXHIBIT A 4  

Site Description 



- . ._ - __ . 

LO CAT1 ON : 

The Station I S  located i n  Rowan County, 111 Noith Catolii:a, on Dukevtlle Road, appioximately 50 miles from Chailotte and Greensboro 

DIRECTIONS: 

From 1-85 North: Take Exit 81 (Spencer exit) 
Turn left on Long Ferry Road and travel approximately 1 4 miles 
Turn left 011 Dukeville Road and continue to Buck Steam Station entrance 

Take Exit 81 (Spencer exit) 
Turn right on L.ong Fury Road and travel approxiiiiately I .4 miles 
Tutti left 011 Dukeville Road and continue to Buck Steam Station entrance 

From 1-85 South: 

ADDRESS: 

Buck Steam Station 
1555 Dukcvillc Road 
Salisbury, NC 28 146 

PHONE: (704) 645-2700 

EXISTING SITE CONDITIONS 



. . . ., , . . . .. . .. .. . . . . .. .. . . . ..... .. . .. . ..... , _. . ... . .. ....... . . .. . .. . .. .. . . .. . . ... . , . . . . .  . 

Tlie existing condition of paved plant roads and tlie main plant eiitraiice road shall be consideled dererioiated 

The Contractor may use all plant roadways to move materials as required. Aiiy material transports required that will involve tlie use of roads 
within the existing station fenceline will require prior approval fiom station management Any matei ial transpoi t required that has the potential 
to block tlie back entrance lo the existing station shall be coordinated with the Station Project Coordinator 

Tlie grounds around tlie Station aie currently bounded by a chain link fence. 

Contractor to provide temporary fencing associated with the Project that will isolate the Project from tlie existing plant, as  identified 011 

Attacliment A-3 i n  E,xliibit A-I of tlie Agreement. 

Tlie Contiactoi shall not at  any time block traffic flow i n  or out of the main entrance to tlie Station via Dukeville Road without prioi wiitten 
appi oval from the Owner's Project Diicctor. 

Constiuction laydown and contl'actoi parking locations for use by the Contractor arc identified on Attachment A-3 i n  E,xliibit A-I of tlic 
Agreement Contractor is allowed to modify roadway leading to construction warehouse and laydown areas to provide egress iicross existing ash 
sluice lines At all times, egress tlirougli the back gate for tlie existing facilily intist be maintained 

Conti actor to assure the existing ash sluice lines operations are not impacted by eonstl tiction activities for the duration o l  [lie Project 

Existing sticet lights along back entrance to the existing facility will have to be removed for construction of the project. Contractor to assure 
ligliting around tlie new facility will be adequate for traffic flow along the new back gate entrance 

Access to tlic Situ for tlic Contractor will be via a gated entrance off of Dukeville Road, established by tlie Contractor The Contractor will 
provide a guard to nionitor and operate tlie gate during normal construction liours as defined by tlie Contiactor Staffing of the gate outside ot 
[lie iioinially defined construction liouis will requiie approval of the Ownei,'s Project Direct01 with pi ioi notification of extended liouis I f  
iequired, the esiablislied gatc along Dukeville Road may be modified by the Contractor to acconnt for access of both union and nowunion 
employees Union and noli-union pal king shal l  be segregated by tlie Contractor 

Requests foi- special deliveries to tlie Contractor though tlie Station's main eiitiance gate are required i n  advance and are subject to tlie Owner's 
approval 

Tlie Contractor understands that other contiactors executing work at tlie Station not related to the CTCC Project will also use Dukevillc Road 
dui ing tlie Pioject 

Attacliment A 4  i n  Exhibit A-I of tlie Agreement illustrates areas that will be made available to the Contractoi for paiking, office space. 
laydown. and constiuction activities. The Contiactor may request additional areas to use in addition to those illustinted on this attachiiicnt 
Access io  tliese areas is subiect to the a~iproval of tlie Owner's Project Director. Denial of access by ilie Owner io  the additional :ireas requested 
shall not provide grounds for issuance of a Change Order by tlie Contractor 

Digital pictures to document the existing conditions of the site prior to start of CTCC constiuction activities a i c  located i n  C'itarloii uiido the 
following patli: Ruck CTCC/Docuiiient Maiiagelnent/Project ManageineiitlPliotograplis/Pre Construction 

STAl-ION ACl'I\'ITII:S POTENTIALLY INTERACTING WITH THE CTCC PROJECT: 

Table A4- I pi ovitles a sumin:iiy of otlm Statioii activities that may potentially impact tlie CTCC Pi-oject during tlie implemeii~ation phase Both 
tlic Owner and llic Contl-actoi- will demonstiate cooperative efforts to ininiiiiize the impact of tliese activities \ritIi respect to the (.-onrioctor's Site 
coiisti uc t i on and coiiiiii i ss ion i ng iict i v i t i es 

SECURITY -i-i-iiwA*r L WEI,S 

'ilic Contiactoi s l i i i l l  bc awiii-e o f  the Security Tliicat L.evel systeni tliat is employed by llie Owiici at Buck Steam Station 

SECURITY PLAN DURING CONSTRUC7~ION 

Attacliiiient A-3 i i i  Fxliibit A- I  of t l ie Agreciiieiit illustintcs temporary fencing t o  hc installed during the constrtictiuii phase  The i i i tc t i t  is to isolate 
tlie Coiiii;icloi's site xt ivi t ics  :is niucli as possible ftoin tlic (lay to day opeiations or tlie Station The Coi)tiactoi will be peimiitcd 10 \voik i ns ide  11ic 
consti tiction lciicc as icquiicd 'ilie Coniiactoi sliiill bc Iicld accountable 101 controlling css tliioiigli i l i c  Piojcct Gatcs wliilc tlicy i i i c  heiiig uscd foi 
eitlicr cniploycc or niaicrial nio\'ciiiciit 1 lie Contractoi- sIia11 bc h e l d  accountable for closing and locking tlic Project  Gotes aftcr eiicli use I'iojcct 
G;iics nicitii tliosc g;ires nndcr tlic coiitiol 0 1  tlie Contiactoi Tot the iiigiess and egicss 



. . . ,,. . . . . . . ... . .. . . .. .. . .. . .. ... ..... . . . . .. .. .. .. . . .. ... .......... . ....... . ..... .. ... .. . .... . . 

oi' personnel, coiistructioii equipnrcnt or material to the Project site Tcmpoxaiy relocation of the construction fencing by the Contiactor is 
acccptable to piovidc access foi specific coiisti-uctioii activities The Contiactor shall permit Station employees access into the construction areas to 
coininission. opci'ate, and maiiitaiii equipment 3s necessaiy 



. . . .... .. . . ,. . . ....... . . .... .,. .. ... " .. ... 

O t h e r  Station Activities I'otentially In te rnc t ing  wit11 the Buck CTCC P r o j e c t  

* * *  
* * *  

* :k 9 

* :r 
* * *  

- 
Unit 3 

Unil 

Unit 4 
All Units 
Unit 5 
Unit 3 
Unit 6 
Unit 5 
L J i i i t  6 
Unit 3 
Unit 4 

.\pproxim:ile 
1,englli ol 011t:rgc 

One week 
One week 
One weekend 
One week 
One week 
One wcek 
One week 
One week 

Remarks 

Boiler Inspection 
Boiler Insiiection 
Station Outage 
Boiler Inspection 
Boiler Inspection 
Boiler Inspection 
Boiler Iiispection 
Boiler Inspection 
Retirement 
Retiremetit 
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Schedule (Iiicludinlz Key Coiiti actor Schedulc Milestones) 
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EXIIIBIT C 



EXHlBlT D 

Contractor Permits and  Util it ies 

.. 

EXHIBIT D -- 



Type UT Cvnlr:iclur Pcrniii 

Construction Pel mits * 

Teniporary Construction Power Supply Inspection 

Ovcr tlie road hauling perinits lor StationiBuck CC plant 
inaterial 

Over tlie road hauling pel-mits for Contractor equipment 

Access Road Issues (repairs, mailboxes, ctc,,)- if required 

FAA Notification for Temporary Stivctuies or Equipment 

E I osi on Con t ro I 

Storniwatcr Management Plan 

Boiler Inspections; Requiied foi ALIX Boiler 

Elcvators 

Tcmpoi aiy Buildings 

Administiative Building - Pcimanent facility for Duke 

Potential permits include &inolition. burning. blasting, and filclincr. Contractor to 
check with Rowan County for building pciriiit ieqiiirements 

Contiactor to verify inspection rcquirenlents with Rowan County 

Required 101 innteiial delivei-cd to the station (Conti-actoi to pl;in 101- two wcclc 
miniiiiuiii foi, notification and approval Irwn DOT ) 

Contractor construction equipment will be permitted by Conti ~ t o i  Contl actoi- to 
plan for * * *  miniinnin f o ~ .  notification and appIoval fiom DOT 

Tlic scope of this item may not require a pcriiiit. I'lanning and scoping during and 
after construction i s  needed to dcterininc responsible party for repair and cost 
estimating. 

Perinit required for any crane exceeding a height of 276 fcct above ground level 
NOTE: FAA perinittino, for the s t a c k  to be by Ownel,, if required. 

Complete Any iiecessaiy ievisioiis should be filed a niiiiiiiiuiil 0 1  *** bcrole pcriiiit 
nccd datc 

Complete 

Peimitlcertification required prior to stai tup o i  boilel 

Contractor to obtain necessary permits for instnllation and inspection of all elevntois 
installcd by Conti,actor 

Deline layout and building and discuss peimitting ~equircmcnts with the County 
Contiactor to obtain any permits ncccssaly for installation and occupnncy of 
temporary buildings. 

Define layout and building and discuss permitting nccds with \lie County Contractor to 
obtairi any permits necessary for i ~ ~ s t a l l ~ i t i o ~ ~  and occt~p;incy of buildings 



Typc uf Conlraclur 
Utilities nnd Equipnienls -- 

Potable Water 

Toilet Facilities 

Fucl foi Contractor cquipnicnt 

Construction Powcr Distribution (Fiom 
Owner - furnislied points of seivice) 

Telcphonc and Data Communications 

Scrap Metal Disposal 

Waste Disposiil 

Railroad Tie Disposal 

Coinprcssed Air  

Coiistiuction (Seivicc) Wntci 

"Raising" utililics on priiiinty access 
I oads 

Description 
Drinking watci and icc will bc providcd by Contractoi foi 311 construction pcrsonncl woiking 011 tlic 
Project including all Contractor subcontractors. This will begin with site mobilization and continue 
thtoughout construction. Contiactor may use bottled watei in  office complex, all field water kegs may bc 
fillcd froin tlic station potablc watci supply Contractor will considci a kuik with puinp for constniction 
thcilities Contractor to check with county to dctcrmine pel-niit needs. i f  any. 

Toilet Facilities will be leased-portable units and will bc provided by tlie Contractor Port-a-joiis may bc 
piovided by either the Contractor or Subcontractor as required COI thcii- owii pcrsonncl. Contiactor 
facilities will be i n  place during mobilization, the nunibcr and placcniciit of units will be adjustcd to suit 
staffing levels as tlie project pi'ogresses Currently t h e  aic no plans to tie the Constiuction facilities into 
the station sanitary sewer system Pump and haul permit is not required 

Fuel for equipment will be the responsibility of the equipment owiicr/leaser For Contractor cquipineiit, ii 

double wnlled gasoline fuel tank (no inore tlian 500 gallons). located within a tcinpoiaiy beiin, will be 
inaintaincd foi small cquipnicnt fucling Largcr cquipiiicnt will bc fuclcd diicctly fiom a fucl dclivciy 
truck. Oil spill cleanup material (oil diy, absorbent pads, etc ) will bc available for spill cleanups resulting 
li-om iefiicling activities. 

Contractor i s  responsible for disiiibution of tcniporaiy coiistiuctioii powci including hook-up of 
Contractor distribution system to secondary side of Owner's tiansfoiiiicr Owncr will providc elcctric 
power, supply transfoi nicr and provide hook-up of primary side of transformer Temporary powci pcriiiit 
will be discussed with the county 

Contractor will provide voice data communication equipment 

Contractor shall dispose of'all scrap metal as a result of the erection of the Facility 

Contiactor and Contractoi subcontractois will provide foi tlieii own g e m  a1 t iash rciiioval (cxcludcs 
I-lazardous Wastes) 

Contractor shall remove a l l  railroad tics i t  brings onto the Projcct site 

Contractor compressed air will be provided by portable gas, dicscl or elcctric compressor. 
single coniplessor as needed with additional units added as requiicd All Contiactors' subcontractois will bc 
responsible for supplying thcii own coinprcsscd air Gas or dicscl gencrntors will icquire tlic Conlractor or 
Contractor subcontractois as tlic casc may be to notify the State as insignificant souices listcd i n  tlic air 
pciniit 

Contractor will provide liaulagc of water rcccivcd froin designated location provided by the Owncr (l ire 
hydi ants) Contr;ictoi will pi ovidc piping, stoiagc and pumping foi tcmpoiai y scrvicc water needs 

Coiitiactoi will work with Rowan County and local utility companies to niinimize thc need foi iaising 
utilitics ciossing or alongsidc ucccss loads 



EXHlBlT E 

Owner Permits and  Utilities 

EXHIBIT E 
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Type of Owner Perinit 

Minor Source Air Permit Modification 

FAA Notification For New Stacks 

Stormwater Management Plan Permit ieceived 

Isolated Wetlands Permit Permit received 

NPDE.S Permit Modification Permit received 

ATC (Authorization To Construct) 
(Wastewatei, Treatment) 

Conditional Use Permit Permit received 

Ligliting Requirements for Stack and 
FIRSG 

Coei nien Ls 

Permit received 

Not applicable- stacks shorter than required Iieight for FAA notification (200') 

ATC required for: I )  Ncutialization tank (from deniin system, 2) Main Yard Sunip,and 3 )  Septic Tank 
(assuming routing to ash basin). Design requiienients for these systems must be supplied by Contractor i n  
sufficient time I O  secure perinit to support construction 

Aviation lighting not iequired for HRSG 

Well Permit 
Perniit received Contractor will tie-in to existing well currently supplyiny potable water to Buck Steam 
Station 



Type of Owner Ulililies nnd Equipnients Deseriplivri 
Owner will provide power tap Contractor to cover tlie costs of 
auxiliary power used during constiwtion, provided power feed does not 

Construction (Service) Water 

Spoil Disposal Areas 

Asbestos and L.ead Paint Abatement/Disposal 

Fuel Oil Contaminated Soil/RocklConcrete 

Railroad Ties Disposal 

come fiom retail service line. Contractoi to piovide coiistructioii 
power iequitcments (KVA and voltage) Tap location and transformer 
location to be mutually agreed upon by Sliaw and Duke. All distribution 
from provided taps to be pi-ovided by Sliaw 

Initially Owner will provide a source for Sliaw to f i l l  tanker truck with 
service water Tap into existing scivice water may be pi'ovided later 

Sliaw will place soil and lock spoils on-Site in  aieas identified by Owiiei. 
Sliaw will disposc of coiicrctc and asphalt off: Sitc 

Owner is responsible for all asbcstos and lead paint abatement and 
disposal 

Ownci is iespotisible for removal and disposal of contamiiiated 
soillrocltlcoucrete 

Owner is respoiisible for disposal of all railroad ties removed if rail 
upgrade work is iequited (no tie removal tequiicd at  this point in scope 
development) Contractor is tesponsible for stockpiling any railroad 
tics used during coiistructioii a t  an on-Site location to be detei-mined by 
Owner (il necessary). Contiactor provided iailioad ties will be handled 
by Contractor arid will be removed after constivctioii is complete 

Power for Contractor Equipment and Tools (Construction E,lectrical Power) 

Owiici will piovide space oiisite for p ik ing .  laydown. ~oi is t i i i~t ioi i  
trailcis, etc Contiactor is iesponsible foi prepaiation and maintenance 
(grading, paving, ctc ) ol these ai-eas 

Parlting, Laydown, Construction Trailer Areas (Contractor responsible for 
site improvemetits such as grading, paving, etc.) 
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Shaw North Cardina, Inc. CLIENT 
CONTRACTOR’S KEY PERSONNEL PROJECT 

Exhibit F LOCATION 

EXlIIBIT F 

REVISION: D 
Duke Energy Carolinas, LLC 
Buck Conibined Cycle Pioject 
Salisbury, North Carolina 

Coiitractor’s Key Peisoiiiiel will be responsible for supervising the perfoiinance of Contractor’s obligations under this Agrceiiient Any I eplacement 
of tlie key personnel listed below shall be subject to the prior written approval of Owner which the Owner sliall uot unreasonably withhold or delay 
Contractor’s Project Manager shall act as Contractoi’s liaison with Owner and shall have tlie authority (a) to administer (his Agreement 011 behalf of 
Contiactor. (b) to oveisee and direct tlie execution of tlie responsibilities of Contiactor under this Agieement, and (c) to bind Contiactor as to the 
day-to-day project maiiagement operations under the Agreement. 

I’roject I’osihn 
Pioject Managei 
Assistant Project Manager 
Construction Manager 
Projcct Engineei iiig Manager 
Lead Engiiieer E.lcctrica1 
Lead Engiiieer Piping 
Lcad Engincct Mcclianical - Equipincnt 
L.cad E,ngineer l&C 
L.ead Mechanical E.ngiiieer - Process 
Lcad Stiuctural Eiiginccr 
L.ead Engineer CSA 
Subcontracts Managei - Field 
Procureinent Manager 

Person - *** 
* * *  
* * *  
* * *  
* ‘I; * 
* * *  
* * *  
+ :k * 
* * *  
* * +  
‘6 * * 
* * *  
* * *  



EXHIBIT G-1 

List of A~nrovcd Subcontractors 

* * *  



- -  . 

EXHIBIT G-2 

List of Subcontracts under *** 
* * *  
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EXHIBIT H-2 

* * h  



EXHIBIT 1 

* * *  



Attaciiment I 

* * *  

EXIIIBIT 1 



EXHIBIT J 

* * *  
* * *  

May 7 ,2009  

To: 

Snb.ject: 

All Duke Energy Suppliers participating iit the Duke Energy Contiactor Fitness for Duty Piogram 

Revision to Duke Enei,gy Contiactor Fitness roc Duty Program 

For rlic purpose of conlinually enhancing oui safety culture and aligning cmploycc and contractoi approaches, Duke Energy is malting tlic following 
changes to our Contractor Fitness for Duty Program: 

Violations (invalid status) * * *  resulting from Duke Encigy's iaiidom drug/alcohol testing piograin will result i n  a * * *  I-emoval from Duke Eneigy 
properky A drug violatioil includes a positive drug kcst or having two coiisecutive diluted test results without a valid medical explanation An alcohol 
violation includes any alcohol confirmation test of *** or greater Ai1 individual so impacted may ieturn to work 011 Duke pioperty aftei the oitc 
year peiiod 2nd comple~ion of !he requiied SAP JXOCCSS. 

A subsequent violation, at  any time, will iesult iii a permanent ban front Duke Energy property 

A rclusal or adultcration/sample substitution or alcohol consuinptionlillegal drug use during work time will i.esu1t in ;I permanent ban 
li.oiii Duke Energy property 

Please do not hesitate to cotitiict *** you have any questioiis 01 concerns about this program. 

Sincerely, 

* :i: * 
Generation SII ategic Souicing 
Dultc Encrgy Corporatioil 
:i: * e 



Ownei’s Drug and  Alcohol 1 esting Policy 



Duke Energy Regulated Generation 
Contractoi Substance Abuse Prevention and DI ug Testing Policy 

1. Objective 

To provide a safe and healthful work cnvironnient, Duke E.iiergy is committed to iiiaintaining drug and alcohol free work places lherefore, all 
contractors and their subcontractors must adliere to tlie tollowing “Duke Eiiergy - Regulated Generation, Contractor Substance Abuse Prevention 
and Drug Testing Policy” 

Duke Energy Regulated Generation has developed this program to provide the following beiiefits: 

0 

0 Improve construction safety perfoimance 

0 

Set minilnuin standards for contractor substaiice abuse programs 

Provide a safe woik environment for Duke Energy employees and their contractors 

11. Overview 

A number of existing and proposed progiams both nationally and regionally have been coiisulted i n  tlie development of this policy The result is a 
core program, which can be suppleiiiented if desired, but roims a common basis for establishing substance abuse progiams Tlie Metropolitan 
Indianapolis Coalition for Construction Safety (MICCS) and the  Construction Owners Association of the Tri-State (COATS) programs liave been 
deteiniined to meet Duke Eiiergy’s minimum requirements, All contractors working for Duke Eneigy - Regulated Generation i n  tlie Midwest (Indiana, 
Ohio & Kentucky) must participate i n  either the MICCS or COATS Substance Abuse Prevention and Drug Testing Prograiii All coiitrnctors working 
for Duke Energy Regulated Generation in tlie Carolinas (North antl South Carolina) must participate in tlie MICCS program (Attachment I - 
MICCS). (Attachmciit I1 - COATS). This iiicludcs: 

0 Contiactois must maintain a substaiice abuse prograin consistent with tlic MICCS and/or COATS rcquircmeiits and submit i t  101 review and 
approval to verify i t  meets tlieii iiiinimum icquirements 

Contractors must register their einployces and subcontfiiclors with MICCWCOATS Substance abuse testing completed ;is pai t of a coiitractoi’s 
substance abuse progiam niust be subriiitted to MICCSKOATS to obtain eniployee ant l  subcontiactoi registration 

MICCSXOATS will issue a Substance Abuse Prevcntion Caid to all contlactors and their subcontractois once registeied Cont~actors and 
subcontiactors must cany the Substance Abuse Prevention Card with tliem when oii Duke property. 

New coiitractors and thcir subcoiitractors will bc allowed a grace period of 

Duke Energy will coiitract with a third party admiriistrator. Midwest Toxicology Seivices, to assist contractors in registering with the MICCS 
and COATS programs 

0 

0 

0 

0 

be registered in MICCS/COATS 



E.xceptions: Those contractors alieady iequired to participate in drug progianis such as DOT, Coast Guard or cariy a CDL. i i i  relationship with work 
being preformed at Duke Eneigy (e g package deliveiy) shall be exempt from paiticipating i n  MICCSiCOATS piovided theii participation this 
program is up  to date and can be verified 

Additionally, visitors are not requited to participate in this program Visitors m e  defined as  peisons temporarily on site for a niecting, tour, or other 
non-employment activity and arc typically cscortcd by station pcrsonncl. 

111. Policy 

The use, possession, distribution, sale, and/or maiiufactuic of substances of abuse, alcohol. drug parapheinalia, 01 legal divgs being used for illegal 
purposes while performing woik foi Duke Eneigy and/or while on Duke property is pioliibited 

The off the job use, possession, distribution, sale and/or inanulacture of substances of abuse including alcohol which may adversely affect an 
employec’sjob peiformance and has an adverse efltct 011 safety will not be tolciated 

Tcsting of contractois’ ctnployccs will bc conducted in nccordancc with tlic diug and alcohol tcsling icquiicnicnts spccificd by MICCS and COATS 
prograins as referenced i n  Sectioii IV and Attacliments 1 Sr 11 Testing will be conclucted under conditions of strict confidentiality and with the utmost 
regard for the dignity of individual employees. 

Violation of this policy is grounds for disciplinary action up to and including being barcd Iioin Dultc Encrgy facilities 

Any contractor perfoiming work for Duke Energy Regulated Generation shall maintain i n  a substance abuse progi an i  consistent with the MICCS 
and/or COATS requirements and register their employees and subcontractors i n  tlicse progi-anis For new contractors and their subcontractors a grace 
period of *** is allowed for registration in  MICCSCOATS 

Station nianagcis ictain tlic right to usc tlicir discrction for cnici’gcncy work: allowing contiactois on sitc bascd on busincss nccds, without a MICCS 
or COATS card 

All bid documents, as well as contiact docunients. will include contractor substance abuse testing icquiieincnts i n  accoidance with this policy. 
Contractors, by signing tlic contract agrccmcnt, will thereby cci tify that tlicii ciiiployccs and subconti actots comply with this substancc abusc policy 



- . -__  

1V. 

AI1 contractors must develop, implement, publrsli, maintain and enforce a contractor substance abuse policy consistent with tlie requirements 
specilied i n  MICCS and/oi COATS (Reference the speclfic requiienients outlined i n  Attaclinients 1 6( 11) In sunini,ny, these iequirements include 

Drug and Alcoliol Testing Requirements 

A. Pre-emDlownent Testing: 

Required to assure contractors and their subcontractors are substance free upon employment: are registered with MICCSKOATS; and are 
issued a substance abuse prevention caid. The substance abuse prevention card must be available at  all times wlien 011 Duke Energy 
propci ty 

For new contractors and subcontractois a *** grace period will bc allowed for MICCS/COATS registration and issuance of the substance 
abuse prevention card. 

Annual Testing: 

All contractors and subcontractors must pass a t  minimum an annual dlug screen i n  order to mainlaill tlieir substance abuse prevention 
card 

Random Testing: 

In addition to requiring tlie performing of annual testing. Duke will conduct periodic random tests 0 1  contractors and subcontractois on 
site, as required, to assure a safe work place 

Reasonable Cause: 

As establislied in the contractor’s substance abuse prevention pro$ram, additional testing may be conducted wlicre there is reasonable 
cause to test. Duke E,iieigy sliall be notified of these ciicuinstances and informed of the results 

Post Incident: 

Testing shall be performed after an iiicidellt/accident, unless it is determined that the incideiitiaccideiit was not tlie result of the ;ictions ot 
a n  employee/worker who was involved i n  the incident. 



Tcsr Fiiilrirr or RcJusriI to Tesi 

Failure to pass a substance test is grounds for immediate action; disciplinary action is always conducted by tlie contractor, and severity may be 
up to and including being barred from Duke Energy facilities Refusal to submit to a substance test is considered positive and is giounds foi. 
tlisciplinaiy action up to and including being barred from Duke Energy facilities until a valid Substancc Abusc Pi,cvcntion catd can bc providcd 

***, Senior Vice Picsident 
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Attacliinent I - MICCS Progiani MICCS - Substance Abuse Piogram 

Attachmcnt 2 - COATS Program 

Substance Abuse Progrnm 
METRO INDIANAPOL IS COAI ITION FOR CONSTRUCTION SAFETY (MICCS) METRO 
INDIANAPOLIS COAL ITION FOR CONSTRUCTION SAFETY (MICCS) Substance Abuse Program 
Revision Dale July 24, 2007 Revision 2 0 Page-2 of 21 

COATS Program- 



. . . . .,. . . . .. . .. .... . ..,.. .- , , ...... . . .... . .. ..... ... .. ., . . ... - . . ... . . .. .. . .. ........ ... . ... 

Table of Contents 

Pait 1 liitroduction 

1 2 Benefits 
1 3 MICCS ID Card and Database Protocol 
Part 2 Revision I-listory 
Part 3 Definitions 
Pni-t 4 Tests: 1’1 ocedures and Supporting Information 
4 1 Reasons foi Testing 
4 I 1 Annual/Pre-eiiiployiiieiit Test 
4 1 2 Follow-up 1-est 
4 I .i Post Accident Test 
4 1 4 Probable CausdRcasonable Suspicion Test 
4 I 5 Randoni Test 
4 I .6 Returning to Duty Test 
4.2 Diug Testing Procedures 
4 2 1 Specimen Collection 
4 2 2 Labolatory Testing Procedures 
4 2.3 MRO Pioccdures 
4.2 4 Speciiiien Retest Piotocol 
4 3 Alcohol Testing I ’ I O C C ~ U I C S  
4 4 Test results 
4.4 1 Adulterated Test 

4 4 3 Negative Tcst llesult 
4 4.4 Positive Alcohol Test 
4 4 5 Positive Diug ‘fest Result 
4 4 6 Refusal to Test 
4.5 Sanctions mid Consequences foi Failing a DI ug Test 
Part 5 Employcc Rcsponsibilitics 
Part 6 Auditing Iiiforiiiatioii 
Pail 7 Contl.acturicniployei responsibilities 
APPENDIX A: SAMHSA Drug Screeii 
APPENDIX B: Diluted Specimen Piocessing 
Instructions ioi- Diluted Specimen Retest 
IE nip1 oy ee 1 tist ruct i on P ri oi to I l  et est i 11 g 
APPE,NDIX C: Evaluation Foim fbr Iiiability to Piovide an Adequate LJrine Specimen 
APPENDIX D: Docuiiieiitatioii \Vlicii ii Breath Test Cannot Be Conducted 
AI’I’Ii.NDlX I-.: Guidcliiies hi Post-accident .resting 

ME.TRO INDIANAPOLIS COAL.ITION FOR CONSTRUCTION SAFETY (MICCS) Substaiice Abuse I’rograni 
Revisioii Date: July 24, 2007 Revision 7 0 Page-3 of 21 

I I Purpose 

4 4 2 DiIuteci -rest 

3 
3 
3 
3 
4 
5 
7 
7 
7 
7 
7 
1 
8 
8 
8 
8 
9 
9 
9 

10 
1 0 
10 
10 
10 
11 
1 1  
1 1  
1 1  
1 3  
14 
1 5  
16 
1 7  
1 7  
17 
I S  
2 0  
21 



. . ... . . . .. .. . .. . ....... . .. . ... . ... .... ... .. . ........ ”.. 

P a r t  I .  Introduct ion 

1 . 1  Purpose 

1 - l ~  use of:~lcoliol and otliei, divgs leads to unsafe working conditions foi woikeis, since the impaired worker is a potential hazard to himself and to 
those working with him The purpose 01 this document is to outline a substance abuse program which establishes and maintains a safe and healthy 
woik envii onnient, f i w  fioiii drugs and  alcohol. iii Central Indiana Although this document piovides essential information, i t  cannot address all 
situations that may ai isc Tlieieloie, it is ieconiiiiended that MlCCS owiieis implenwlt, publish, maintain, and enforce a contractor substance abuse 
policy which includes prohibiting the unlawful use, possession, consumption, manufacture, distribution, and sale of controlled substances in the work 
place that iiiects or exceeds the guidelines presented in  Ihis document All bid and contract documents should contain and adheie to tlie same stringent 
guidelines 

1.2 Benefits 

MICCS has developed this prograni to piovitle the lollowing benefits to the local construction industry: 

Minimize the tluplication of elfoi t created by multiple substance abuse piograms that would be necessary were i t  not for this industiy-wide program 

Establish minimuin standaids foi substance abuse progtams foi, contractors and building trade unions 

Assist owners a n d  cniitracfors in  developing substance abuse policies that result in  increased safety for all on-site workers 

1..3 MICCS I D  Card and Database Piotocol 

Test iesu11s froni a11 MICCS I-equiied testing will be entered into the MlCCS database The einployee’s annual test date is autoinntically updated with 
any negative di-ug result entry. 

A MlCCS ID Caid will be issued to employees with a negative test result 

A new caid will not be issued each time a test is taken A new caid will be issued as needed to update an employee’s photo and/or replace a woin 
unieadable caid 

A MICCS ID Card displays the employee’s photo, name, and a coinpirter generated identification number A card cannot be issued without a photo 

The MICCS ID Caid is tlie piopeity of MlCCS Einployei-s w e  to retuin invalid caids 10 MTCCS 
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Pal t I Intioductioii 

1" I PUI pose 

Tlie use ot alcohol and other dmgs leads to unsafe worlting conditions for workers, since tlie inipaired worker is a potential hazard to Iiimself aiid to 
those worlting with him. Tlie piiipose of this document is to oulliiie a substance abuse pioginm which establishes aiid maintains a safe and healthy 
work environment, free froin diugs :ind alcoliol, in Central Indiana. Although this docunient provides essential information, i t  cannot addiess all 
situations that may arise Tliei-efbre, i t  is recommended tha t  MICCS owners implenient, publish, maintain, and enforce a contractor substance abuse 
policy which iricludes proliibiting tlie urikiwfiil use, possession, consumption. mmiulactuie, Jisti ibutioti, and sale of contiolled substatices i n  tlie work 
place that meets or exceeds the guidelines presented i n  this document All bid and cont iact  documents should contain and adhere to tlie same stringent 
guidelines 

1 2 Benefits 

MlCCS has developed this program to provide tlie following benefits to tlie local construction industry: Minimize tlie duplication of effort created by 
multiple substance abuse piogianis that would be nccessary were i t  not fool, this industry-wide program. E,stnblisli minimuni standards for substance 
abuse programs for coiiiractois and building trade unions Assist owners and contractois i n  developing substance abuse policies that result in increased 
safety for all on-site workers 

1.3 MlCCS ID Card and Database Protocol Test iesults from all MlCCS iequiied testing will be ciiteied into the MICCS database. The employee's 
annual test date is nutomatically updated with any negalivc drug iesult entry A MlCCS ID Card will be issued to employees with a negative test result 
A new caid will not be issued each tinie a test is talten. A new card will be issued as needed to update an employee's photo and/or replace a woiii 
unreadabk card A MICCS ID Card displays tlie employee's photo, name, and a computer generated idenlification number A card cannot be issued 
without a photo Thc MICCS ID Card is !he property o l  MICCS Ernploycis are to i'etuiii invalid cards to MICCS 
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The following ternis and definitions ale pi-ovided to ensure a coninion understanding of tei ins  and consistency ot use: Accieclited Laboratory 
(SAMI-ISA). A federally certified laboratory appioved by tlie Depai tmenl of I-lealth and I-lum;in Services (DI~IJ-IS) for testing o1‘proliibited itenis and 
substances Accident/Incidcnt Any event caused by on  employee, either directly 01 indirectly, t h a t  I esults i n  tieatnient by a healtli care provider, or 
that resulted in damage to property This would also include any serious neai miss incidents. Adulteratiori Tainpering with a test sample by tlie 
substitution 01 addition of other ingredients to mask the piescnce or use of illegal drugs, resulting i n  a specimen that contains a substance that is not 
expected to be piesent in Iiunian urine, or contains a substance expected to be present but is at a concentration that i t  is not consistent with liuinan 
urine Annual Each employee’s obligation to be tested at least every 12 months Controlled Substances Includes a11 illegal drugs listed i n  this 
document with the Department of Transportation (DOT) limits and includes: Controlled substances, “look alike” and “designer” di ugs Presciiption 
drugs, used by a persoii otliei than the inlended user Diug paiapliei.nalia Alcoholic beverages. i n  the possession of or used by an employee on the 
premises, or while assigned to woilc off preniises Contiactor Employees or subcontractois of a coipoiation, company, or entity that  perfoims 
construction or maintenarice work. Medical Review Officer (MRO). Tlie Iiceiised physician responsible for receiving laboratory results generated by a 
si~bstance abuse testing proginin An MRO has: knowledge of substance abuse disordeis received nppiopriate inedical training to interpret and evaluate 
an individual’s medical histoiy been certified by either. tlie Arner-ican Associatioil of Medical Review Officeis (AAMRO) 01 tlie Ameiican College of 
Occupational and Environmental Medicine (ACOE,M) 

MICCS ID Caid A MICCS caid is onc that states tha t  i t  niects the requircmcnts of tlic MlCCS substance abuse piogiani, and/or reciprocity with tlie 
MlCCS piograin, and is vcrifiablc tliiough the Constmctioii Satesite 0 (www constrvctionsafcsitc oig) sitc databasc MlCCS ID Caid (Countcrfcit) A 
MlCCS Identificntion (ID) Card modified i n  any manner without authorization from MICCS Owncr Tlie corporation. company, agency, 01 other 
entity, t h a t  hires conti actois to perrorni const~uctioii WOI I( and/or maintenance work on tlieii premises. Pi.e-eriiployrrient Site Eiitiy. Scieciiing of 
piospcctivc cmployccs to determine if an applicant is capable of safely pci forming icquii cd tasks and niccting thc picrcquisitcs foi cniploynicnt 

METRO INDJANAPOLIS COALITION FOR CONSTRUCTION SAFETY (MICCS) 
Substance Abuse Piogram 
Revision Dale: July 24, 2007 Revision 2.0 Page-6 of21 

Piobablc Cause/Reasonable Suspicion Circunistaiiccs based 011 the objective evidence about the employee’s conduct i i i  the woik place which would 
cause a ~casonablc  person to believe that the employee is demonstrating signs of inipaiinient due to alcohol or other drugs Note: See seclions 4.1 4 
and 4 3 

Constiuction SafcSiteQ: Construction Safesites (www constiuctionsafesite oig) is a verification database that gives MICCS tlie ability to tl.iic1; tlie 
availability of workers who liave current drug tests, and who are available to work on MICCS jobsites All third par[). iidministi-ators (TPAs) use h i s  
database Tlie worker can only be “availablc” foi, duty i f  all TPAs show him as “available”. I1 one TPA lists tlic employee as “not a\railablc”, his 
status in Construction Safesite0 will be “not availablc”, and lie will not bc “available” until lie bccoincs compliant with tlic piogram that is causing 
Iiini to be “not available” mid his s ~ a t u s  is c1i;uigcd Substance Abuse Professional (SAP) An SAP can be a: licensed physician (Medical Doctor or 
Doctor of Osteopathy) licensed or certified psychologist licensed 01 cei tificd social woi kci licensed oi 



, .  .... 

certified employee assistance professional state-licensed or certified marriage and family therapist drug and alcoliol counselor certilicd by the 
National Association of Alcoholism and DI ug Abuse Counselors Ceitiiicalion Commission (NAADAC); 01 by tlic 1ntcin;itional Ceitification 
Rccipiocity Consoi tiuni/Alcoliol and Other Drug Abuse (ICRC); or by tlic National Boaid f o i  Cci tificd Counsclois, Iric and AffiliatcsIMastcr 
Addictions Counselor (NBCC) licensed or certified tneiital iiealtli counselor Or any additional licensed or certified professional as approved by tlie 
lederal govei nnient for compliance with the Department of Transportation’s substance abuse pi’ogram. 

An SAP must have knowledge of arid clinical experience i n  tlie diagnosis and treatment of substance abuse-relaled disorders fest(s) (Note: All  types 
of tests applicable to the MICCS program are defined in Part 4) 
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Part 4 Tests: Procedures and Supporting Information 

4 I Reasons foi Testing 

Contiactois aic icquiied to send all diug test icsults, icgardlcss oftlic reason for testing, to MICCS to be cntclcd in  llic MICCS datobasc Thc typcs of- 
testing, associated information, guidelines, and time constraints, i f  applicable, as  required by MICCS are shown below ii i  alphabetical ordci 

4 I .  1 Anii~ral/Pre-employnieiit Test Each oiisite employee is to pa! ticipate i i i  annual testing, 01 provide docunientetion of liaviiig been tested within 
tlie past 12 months The latest test date will become the employee’s new annual test date Ibr paiticipation i n  the MICCS progiarn An employer is 
prohibited from giving any nioi e than 14 days notice o f  testing to an eniployee Employers are 1 esponsible for notifying employees wlieii their 
aiinual test is due. 

4 1 2 Follow-up Test Follow-up testing is requiied after an employee lias takcii a retuin to duty test Tlie number of follow-up tests will be SCI by the 
SAP A iiiiiiiiiiuiii of t l i i ee  is requiied Tlie test results must be negative Tlie employee will be notified by teleplione or letter to leport for testing the 
day after receiving notification. I f  tlie employee fails to coniplcte follow-up testing, their MICCS ID Card will be niarked non-complianr in Ihe 
MICCS database until t l ie employee ieports for the follow-up test. Even though failure to complete the test may be due to the fact tliat the employee 
was laid off or out of tlic local a iea  ( i  e., for vacatioii), the employee is responsible to contact the third pmty administrator as sooii as possible upon 
notification ofrcccipt after tlie fact The length of time that was designated by tlie SAP to complctc their follow-up tests will be extended by the 
length of time they are non-compliant for not ieporting foi tlie test The eriiployee is responsible for paynienl 

4 I 3 Post Accidcnt T C S ~  This tcst is rcquircd: Wlicn Ihc cniploycc is involved in any accident, incident, 01 cvciit caused ciiicctly 01 indiicctly by [lie 
employee Results i n  treatnient by a liealtli care provider, or Results i n  damage to propel ty Including any serious ne:lr-iiiiss incident Tlie employee is 
to piocced diiectly 101 testing. or as sooii as possible. and bcloic tlie employee rctulns to [lie job site. It  is the conrl-actor/subcotiti;ictoi’s 
icsponsibility to see t l ia t  testing is done within the time framc dcsciibcd abovc Tlic cmploycc shall be tcstcd foi both drugs and alcoliol 

4 I 4 Probable CauseiRcnsonable Suspicion Test This test is required at  the time of obseivable probable C;IUSC circunistiiiices based on objectiyc 
evidence about tlie cmployce’s conduct i n  the woi kplnce tliat would cause :I reasonable persoti to bclicve tliiit the employee is dcmonstiiiriiig signs 0 1  
iriipaii-iiiciit due to alcohol 01 other divgs Exnmplcs of objcclivc evidence include an 



employee sliowiiig signs of iinpaiinient such as, difticulty i n  niaiiitainiiig balance, slurred speech, or eiratlc beliavioi, etc 
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These obseivatioiis must be documented and a copy provided to tlie eniployee. Only supei-visois who liave liad training on deteiniiniiig reasoiinble 
suspicion are qualified to require a reasonable suspicion test 

4 .  I 5 Randoiii Test MICCS owiiers are requiied to have contractor employees working oii tlieii piemiscs subinit to iiiimedinte randoiii diug and 
alcohol tests I t  is tlie owner’s responsibility to see that their selection is truly random without discrimination or arbitrary selection MlCCS owiier 
random testing is to be an  unannounced, unscheduled d iug  and alcohol test Upon notification, tlic employee must report iminediately to tlic testing 
facility Owneis sliall give notification of testing to tlie cinployee before tlie end o f a  shift to take tlie possibility of  a 2 houi wait into consideration 

4 I 6 Returning to Duty 1-est After a positive test result, i n  order for an employee to return to work. tlie employee is required to take a return to duty 
test The test result must be negative The ciiiployce is respoiisible for payment. 

4.2 Drug Testing Procedures 

4.2.1 Spcciiiicn Collectioii Specimen collection will be conducted in accoidance with 49 CFR Pait 40 “Piocedures for Transpoi tatioii Woikplacc 
Drug aiid Alcohol Testing Pi ograms”, and applicable state and lederal law Testing iiiust be performed by a DI-11-IS-approvcd labomtory MICCS does 
not follow the complete regu1atoi.y tcstiiig requirements of tlie DOT, only [lie general guidelines The MICCS pioceduics are designed to: 

eiisuie tlic sccuiily aiid intcgi ity of tlic specimen accoiding to accepted federal DOT chain-of-custody guidclines 

make evciy reason;iblc effoit to maintain tlie dignity ofa1iyoiie submitting n specimen foi this piogfiim Iran eiiiployee is unable to provide a 
specimen at tlie time of testing, the eiiiployec could be required to wait u p  to two hours without leaving the test fiicility Failure to remairi and 
complete tlic test is tlie saiiie as a relusal to test with the same sanctions as a positive test result Make sure that notification of random lesting 
is given i i i  niiiplc time befoic tlie end of a shift Types o l  specimens: Tlie employee will piovide a urine specimen l o i  the diug test 111 tlie eveiit 
that a11 eiiiployec is physically uriable to pioduce a pioper urine sample, a test may be done by a diffeieiit method, such as hair, saliva, etc , and 
i n u s t  be approved by the third p i t y  administrator or the MICCS substance abuse committee Tlie employee must present written 
docuiiieiitatioii (see Appendix C) from a iiicdical doctor that supports his inability to provide a uiiiie speciinen to tlic MRO The einployec or 
company iiiust contact tlic tliild p i t y  administrator foi instiuctions 011 how to test using a n  alternate method A photo ID must be piesented a t  
the time of collection to verif‘y the employee’s idcntity The employee will be asked to elnpty all pockets and display the contents to tlic 
collectoi Tlie einployee will liave up to two liouis to piovide a speciincn If the cmployec leaves bcroie tlic two hours having not piovidcd a 
spccimcn, this test will be proccsscti the saiiic ;is a rcfusrtl to tcst Tlic cmploycc will bc affoldcd piivacy to provide tlic speciiiicii unless Thc 
collcctor olxervcs cvidence of a11 employee’s attempt to tamper with a specimen, or The teiiipei atui-e range o f  tlie original speciiiien \vas out 
of iiorinal I ;iiigc. 01- 
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I t  appears that the specimen was tampered with, or Tlie specimen w a s  determined invalid by tlie laboratoiy IJpon completion of testing the 
employee will be giveii a copy oftlie Custody and Control Form (CCF). 

4 2 Z L.aboratoiy Testing Piocedures 

All substance aiialysis will be tloiic in SAMI-ISA laboiatoi-ies certilied by DI-11-IS. Laboiatoiy pioceduies will include: Initial screen on each specimen In 
the event that tlie initial test is positive a confirimtion test will automatically be performed using the GCMS method A test is considered positive i T  
the detected level oftlie drug is at  or above tlie cutoff level shown in Appendix A .  MICCS recomiiiends that 110 adveise action or discipline be taken 
against any woiker or applicant for employment oil the basis of any positive test that lias not been confirmed Validity testing is iequiied for each 
specimen Each specimen is ineasuied for creatinine level, specific gravity, and pH to determine if any of the following occurred: Adulterants or 
foreign substance weie added to tlie urine, The speciiiien was substituted, 01 The urine was diluted Tlie laboratoiy will ieport all i.esults to the MRO 
The MRO will iiiake a filial deterinination 01-the verified results The results will be reported to the designated employee iepresentative 

4 2.1 MRO Procedures 

All drug testing shall come under the coiitiol and snpervision of’a physician with coiilideiitiality protected iii accoidance with state law and tlie 
”AMA Code of E,thical Conduct for I’hysicians I’ioviding Occupational Medical Services” or tlie Medical Review Officer Manual developed by tlie 
National Institute on Diug Abuse (NIDA) All testing results shall be verified by an MRO Tlie MRO lxovides a ntedical review on all test results issued 
by the laboratory as follows: I f  the laboratoiy result is negative, tlic ieview is completed and a negative result is mailed If the laboratory result is 
positive, adulterated, substituted, or invalid, the MRO will: Make one attempt to contact the donor by telephone to iiifoiin him of the results and 
coiiiplete an interview to determine whethei. a legitimate iiiedical explanation exists for the result repoited by the laboratoiy If  the MRO left a 
message, but did not talk to tlie employee by 10:00 AM oi‘tlie following worltday, the MRO will call the employer to report the results In any case, 
tlie employee always lias tlie oppoitunity to discuss tlie test results with the MRO I f  the laboratoiy iepoits an invalid iesult to tlie MRO, tlie MRO 
will contact tlie employee and ask i f  the employee may have taken any iiiedication that may iiitcrfeie with soiiie iiiiinunoassay tests If the 
employee provides an acceptiible explanation, the test will be canceled and no further testing will be required unless a negative iesult is required to 
obtain a valid MICCS ID Caid If [lie employee is onable to provide a11 acceptable explaiiation ;ind denies having adulterated tlie specimen, the test 
will be canceled, and a second collectioii must take place immediately under tliiect observation 

4 2 4 Specimen Retest Protocol When the MRO lias informed the employee of a verified “positive drug test” or “retiisal to test” because of 
adulteration or substitution, the eiiiployeciworliei has 72 hours 11-om tlie time of notification to iequest a retest O F  the specimen at a diffeient 
SAMHSA laboratory Tlie employee may initkc tlie request verbally or ii i  WI iting and make arrangements for payment with tlie MRO service, as the 
cost of the test is the responsibility of the cmployuc I f  tlie result of  tlie retest is cliftcrent froiii tlie original result, the test will be cancelled. and a 
iecollection will be needed 
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4 3 Alcohol Testing Procedures 

Alcohol testing is required for probable cause, post accident/incideiit, and for immediate iandom testing situations Tests for alcohol shall be 
perfoiiiied using the breath or blood to determine a Blood Alcohol Contciit (BAC). If possiblc, a bieathalyzei type instrument confoiming to DOT 
standards should be used I f  not available, then a blood sample may be used I f  blood testing is necessary, the coiitractodowiier is responsible to 
piovide a documented reason as to tlie rcasoiis why a bieath test could not be performed (scc Appendix D) Failure to piovide a sufficient breath 
sample to complete a breath test or refusing to provide a blood sample will be considereti a “refusal to test” and have the same conscque~ices as a 
positive test. All alcohol test results with a confirmed BAC test level of 04 or higher will be considcicd positive and will require the employee to be 
removed from tlie ownei’s propei’ty immediately This result will also iiivalidatc tlie employee’s MICCS ID Card I n  order for tlie employee to 
become eligible for a MICCS ID Card again, the employee will have [o complete [lie required program of rehabilitation outlined in this documeiit. All 
alcohol test results with a confirmed BAC test level of 020 through 039 will icquirc tlie employee to be removed fiom the owner’s propcity for 24 
hours or until the employee’s next scheduled work time, whichever is lorigei Any initial test that indicates a RAC level of.02 ot’greatei must be 
confirmed by an Evidential Breath Testing Devicc (E,BT) operated by the Breath Alcohol Technician (BAT) The confirmation test will be performed 
no sooner than IS minutes and no later than 30 minutes following tlic cotnpletioii of thc initial test i n  accordance with ciiireiit DOT guidelines 

4 4 Test results 

4 4 I Adulterated Test l f a  test was tampcrcd with by the substitution or addition of other ingredients, tlic test result will bc processed the same as a 
positive test result. Wheii a recollection is required, Le., duc to adultcratioii oi tcmixiatuie, etc., the recollection will be obseived accoiding to DOT 
procedures 

4.4.2 Diluted Test A test result that produces a diluted specimen requires a irctest. Refer to Appendix B for detailed instructions on how to process a 
diluted specimeri. l i the retest also produces a diluted specimcn, i t  will carry the same consequences as :I positive test iesult unless a valid medical 
reason exists 

4.4 3 Negative Test Result A drug m u l t  is consideied ncgativc if: 

the labotatory finds no drug met:ibolite levels over the confilmed cutoff values, or 

the screen test and coiifiimation test indicated tlie piesence of a legal or illegal substancc(s) i n  excess of  tlie limits but tlie cionot (employee) 
had a valid medical reason for the substance being detected in the specimen An alcoliol result is considered negative if. the BAC is bclow 0 02 
The employee’s MICCS ID Caid will be updated i i i  the MICCS database 
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4.4.4 Positive Alcohol Test 

A positive alcohol test occurs if the brcntli;ilyzci- lest, or its equivalcnt ICSI,  indicates [lie pi csence 0 1  alcohol that mects or exceeds thc cut-off limits 
of the DOT and thc Commcicial Diivcrs Liccnsc (CDL) as shown i n  this documcnt 

4 4 S Positive Drug Tcst Result A icsult is consitfcrctl positive i t  the picsciice oftlic drug iiiects or cscceds both the screening m d  cotili~rnatioi~ levels 
listed i n  Appendix A. The test must be verified by the MRO Tlic MRO must detciniine that tlie test 1-est11ts are not from the usc ol‘ 



prcscription or ovcr tlic countci iiicdicatioiis, food, 01 any rcasoii othcr than tlic illcgal usc of unlawful substanccs 01 controllcd substanccs 

4 4 6 Refusal to Test 

Refusal to submit to a test will cariy tlic same consequences as a positive test. A refusal to tcst occurs if an employee: Adulterated, substituted, or 
rcfused to provide a urine specimen Failed to appear for tcsting within a reasonable pcriod of tiiiie Failed to rcinaiii at  the testing site until the testing 
process was cotnplcted Failed to provide a sufficient ainouiit of urine within 2 hours without a mcdical icasoii and/or failed to undergo an MRO 
diicctcd iiicdical cvaluation for such a rcasoii Failcd to coopcratc with any part of tlic tcsting pioccss, which inclutlcs tltc use of abusivc/tlircatciiing 
language or behavior Disrupted tlic testing process 

4.5 Sanctions and Consequences for Failing a Test 

MICCS requires employees, wlio test positive (including a refusal to test), to surrender their MICCS 1D Card. The MlCCS employer is required to refer 
employees with positive test results to a SAP for evaluation and trcatnient The MICCS website has a listing of SAP’S locatcd in  tlie Indianapolis area 
wlio support and are knowledgable about the MICCS substance abuse program requirements The employee must start :I program of rehabilitation 
prior to rctuining to a MICCS owner’s site, and must continue and complete the rehabilitation i n  oidcr to be cligiblc to woik 011 a MlCCS site. Tlie 
rehabilitation must include tlie following steps: 

I The cinployee iiiust arrangc for aii evaluation with a Substance Abuse Professional (SAP) 

2. The SAP evaluation must specify that tlie employee: Must attend education classes and/or treatiiieiit Must pet forin the actions recommended by 
tlic SAP or assigned ichabilitation specialists. Is subjcct to iandoiii follow-up tcsting not lcss t h a n  3 tiiiics within thc next 12 month from the 
cmployec’s return to work test. I n  cases where tlie employee was unable to complete the follow-up tcst duc to being laid ott’or out of town, ctc , tlie 
length of time that was designated by the SAP to complete their follow-up tcst will be exrcnded by the Icngth ol‘tiine llic employee was nor available 
for tcsting Will not bc allowcd to taltc anotlicr MICCS divg tcst for at lcast 14 days from tlic d a k  of-tlic first positivc tcst. 

3 Tlie eiiiployee is required to submit a letter from tlie SAP to MlCCS coiiccriiiiig their fitness for return to work including that the employee is 
cligiblc for a return to duty test. 

4 The employee must take a return to duty test with negative iesults These icsults must be submitted to MICCS Tor MlCCS database eiitiy 
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5 Tlic cniploycc iiiust activcly coniplctc any ongoing rchabilitation and follow-up tcsting icquitctl by tlic SAP to ltccp tlic MICCS 1D Caid valid 

6 Arrangements for al l  costs are the responsibility of the cmploycc 

7 I 1  a n  employee tests positive i times within a 12 month pel-iod, tlic employee will not be eligible to retcst 01 obtain a n  MlCCS ID Card lor a 
pcriod of one yea1 and will not be permitted to work on MICCS owiicr propcity during t h a t  period 

8 Failure to comply with any of the above sanctions shall result i n  tlic cniployce surrciidci ing tlieii MICCS I D  Caid Thc status ot tlie employcc’s 
caid will be changed to “not available” i n  the MlCCS database 

9 Tlie iesult ol a person using a countcrfcit diug card will be ilic siinic as a positive drug I C S I  
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Part 5 Einployec licsponsibilities 

Employee responsibilities ale as follows: Report to work f i t  for duty. Be i n  tlie appropriate mental and physical condition necessary to woik i n  a safe 
nnd competent manner, free of tlie influence of drugs and alcohol. Report to the employer any medications that may impair job pciformance or 
safety. Consent to and participate in owner/employer required tests Consent to tlie release of tlie drug test results to tlie employer, for the MlCCS 
databasc, or for specific purposes required by law. 
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Part 6 Auditing Information 

Tlie owner reserves the right, under conditions of strict confidentiality, to inspect the employei ‘s substance abuse testing piogram rccoids within 24 
liouis of tlic owncr’s notification of intent to audit. Owncrs arc rcquircd to audit tlic validity of on-site cmployccs at tlic tiiiic ofcntiy to tlic job sitc 
and may audit them at any time tlicreafter (See www.constructionsafesite org). 

MlCCS employers are required to check the validity orall MICCS ID Cards through Construction Safesite0 (www constiuctionsafesite oig) upon hire 
and/or job sitc enti’y Construction Safesite0 will state tliat an employee’s MICCS ID card is citlier “available”, “not available”, 01 “no rccord with 
that ID” Any problems and/or questions about a card status will be addressed by tlie third party adininistrator wlio Iiolds tlic employee’s testing rccord 
Thiid pal ty administrators have the ability to make appropriate updates to the employee’s testing record so tliiit liis/lier stattis is changed at  
Constiuction Safesite0 
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Fait 7. Contractor/eiiiployci iesponsibilitics 

Contractor’s eniployecs working on or visiting a participating owner’s job site, including workers, ncw hires, replacements, and supervisory pcisonnel, 
ale subject to annual testing, testing for probable cause/reasonable suspicion, post-accident/iticideiit testing, random testing and leturn to diity/follow 
up testing as a condition of contiact between tlie contiactoi and the ownei Tlie contractor shall comply with o\vner icquircments, when tlic owner 
I equireincnts are more stringent than tlie contractor’s. Tlie contractoi should piovidc training to cmployees, including new hires, to help tlieiii 

understarid the contractor’s substance abuse testing policy, the effects of substance abuse on peisonal Iiealtli and the work ciivironiiicnt Recognizing 
tlie bcliavioi s coninion to substance abuse and tlie procedures for conducting substance abuse testing should also be includcd as a parr of this tiaiiiing 
for supeivisor pcisonnel wlio could be required to initiate 3 i,easonable suspicioii/probablc causc test Contractois arc icyuircd 10 maintain a rccord 
kccping system tha t  would allow an  owner or another contractor with wlioni tlic contractor has entci ed into agi’eemcnt, to eitectively conduct a 
coinpliancc audit 

To piotect cveryonc’s lcgal interest contractois should obtain a wi itten consent fiom each employee that allows tlic relensc of otherwise confidential 
tcsting info1 mntioii to mi owncr. 
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APPENDIX A: Testing Panel 



. ,. . .. . ._ ,. ... . . ._ .. ... ,....... .. .... , . . . ......, ..... .., . ... -. ... .. ..... ...... . .... . . . .. . . .. .. .. .. .. ...... .. . . .. . . . . . . . . . 

Drugs of  abuse are tested i n  a routine SAMI-ISA 5-panel screen Tlie MICCS Substance Abuse Program uses the drug screen components and cut-off 
levels listed below I n  addition to tliese levels and substances, tlie cieatinine level and specific gravity of the specimen will be measuied. If the 
crealinine level is less than 20 iiil/dl and the specific gravity is less than 1.003, the sample will be considered dilute and another collection will be 
rcquiied The second sample will be collected the morning after notification of a diluted specimen Adulterated specimens will be processed the same 
as a positive test The minimum requirement for a positive test result for alcohol will be a BAC of 0.04”h w/vol . a level consistent with the DOT and 
CDL, guidelines Ncw dt-ugs, pieliiiiinary cut off and confirmation levels inay be modified periodically in order to parallel the DOT and CDL. 
guidelines. Tlie MICCS Substance Abuse Program does not follow the complete regulatory testing requirements of tile DOT, only the general 
guidelines. Type Prcliminaiy Cut-off L.evels (nghl) Confinnation Levels 

Amplieinmi ties 
1000 
500 
Cocaine 
300 
150 
PCP - Pliencylidine 
2 5  
25 
Opiates 
2000 
2000 
Ti-IC - Cannabinoids 
50 
15 
E I hail 01 (A  I c olio1 ) 

04% w/vol (GC/FD) 
04‘%r w/vol. (enzyme assay) 
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APPENDIX B: Diluted Specimen Processing 

Instiuctioiis fbi Diluted Spccimen Retest 

A diluted spccinicn IcsuIt icquircs il rctcst. Iftliis is a sccond dilutcd rcsult without a nicdical !cason, i t  will bc pioccssctl. [lie samc as a positive test 
iresult The MlCCS database manager will report the dilute result to tlie employer’s representative The employcr must provide specific instructions 
oil fluid intakc (see below) to tlic eniployce prioi to retesting to pievent another diluted specimen Tlie collection roi iinotliei test must be done the 
moining aftci tlic cmploycc liiis been notified Tlic cinploycc niay providc rcasons for not bcing ablc to tcst which caii bc appiovcd by Ilic dat:ibasc 
managei Tlic cfatabasc manager may reject the explanation If the einployee disputes tlie decision of the databasc nianager, tlie cinployee ciiii 

contact tlic MICCS ollicc to submit a plea to the Substance Abuse Committec to consider furthei, 

L: iiiploycc Instruction 1’1 iot to Retesting 



., . .. . . . .. ... . .. . . . ., .... , . .. . . ....... .... . . .. .. . ..... .. -. . . .. .. ,... . . . . ..... ... .... .- .. ..... 

Iierc aic instiuctioiis toi tlie employee to be followed prior to ietestiiig: Consume no fluids after 9:OO PM tlie niglit befoie tlie test Limit fluid intake 
to a miiiimum tlic day of’tlie test TIE supci-visor will infomi tlie cmployee of tlie test time and location. It  is the cinployee’s responsibility to 
iiioiiitor iiitakc or  fluids to pievciit another dilutc specimen. 

I f  tlic ciiiploycc lias a iiicdical condition that will cause a dilutc spccimcn, tlic cmploycc’s physician must provide mcdical information in wiiting to 
tlic MRO tor evaluiitioii After revicwiiiy the submittctl information, tlie MRO will issue a final report to tlie employer 
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APPENDIX C: Evaluation Form for Inability to Provide an Adequate Urine specimen 

Puipose of Form: Tliis pliysiciaii referrial form is to be used for an individual wlio was unable to provide a sufficient urine specimen within tlie time 
allowaiice stated in t l ie MICCS Substance Abuse Policy. Tlie MlCCS policy states tliat a “refusal to test” will be issued if an individiial is required to 
takc a MICCS drug test and is unable to piovidc a sufficient specimen within tlie required time, unless tlie individual can provide a valid medical 
explanation This forni piovides iiiforiiiatioii to the employee. employer and tlie evaluation physician on tlie steps to be followed for the cvaluation 
Tliis foim should bc filled out and given to tl ie physician wlio will be doing tlie medical cvaluation The MlCCS substance abuse program will follow 
tlie saiiic gciieial protocol used by DOT foi handling these types ofevaluation Tlie specific DOT protocol talten fiom 49 CFR Part 40  193 is 
summarized hclow and will be used as a guide for MICCS evaluations Background Information from 49 CFR Part 40 193: When tlie collector informs 
tlic dcsiynated employee rcprescntativc tliat an cmploycc lias not provided a sufficient amount o f  urine, they niust, alter consuIting with tlie MRO 
(Medical Review Officer). dircct tlie employce to obtain, within five working days, on evaluation from a licensed physician, acceptable to tlie MRO, 
wlio lias expertise i n  tlie iiiedical issues raised by tlie employee’s failure to provide a sufficient specimen Tlie referral physician must recoiiiincnd tliat 
tlic MRO malic one 01 tlic lollowing dcteiniinatioiis: 

( I )  A medical condition Iias. oi with a high dcgrcc of piobability. could have, precluded tlie employee from providing an adequate amount of uiinc 

( 2 )  There is not an ndcquatc basis for dctcimining tliat a iiicdical condition lias, or with a high dcgrcc ofprobability, could liavc, prccludcd tlic 
cinployec ti-on1 providing mi adcquatc iiiiiouiit ot urine (For tlic purposes of this paragraph, a inedical condition includes an ascertainable 
pliysiological condition (c  g , a uriii;iry systciii dysrunction) oi a docunicnted pie-existing psychological disoider, but does not include unsupported 
nsscrtions of “situationnl anxicty” oi dcliydi,atioii ) 

After tlic refciral pliysician coniplctcs t he  evaluation, they iiiust provide a written statement of their reconiniendations and tlic basis for tlicm to tlic 
MRO Do not include i n  this stawmcnt detailed information on the employee’s medical condition beyond what is necessary to explain your 
conclusion Eiiiploycc/Eiiiployer information: 

1 Einployee iiiust have aii evaluation done by a physician as soon as possible Tlie eiiiployee must present this fo im to tlic evaluating pliysicjan The 
evaluation should be doiic within five woikiiig days or elsc tlic MRO will be required to issue a refusal to test. Time extensions beyond tlic livc 
woikiiig days iiitist be appiovctf by tlic‘ MItO 

2 Eiiiployec should sign this consent allowiiip tlic physician to icleasc their findings to you and tlie MJiO 



. .. . ... . ...... ..... ....... " .. ... " . . 

3 Failuic to piovitlc an iicccptablc statcmcnt ftoni a physician will result in a icfusal to tcst, which cariics thc sanic conscqucnccs as a positive tcst 
result 

Conscnt to Releasc infix iiiatioii (E,mploycc needs to sign) I, . SSN , authorize tlie evaluating physician to release tlie findings of my evaluation to: 
Employcr's MRO: Physician's Name Phone Fax Einployei Employer Name I'lione Fax Signature of employee Date of signature 

METRO INDIANAPOL,lS COAL.ITION FOR CONSTRUCTION SAFETY (MICCS) 
Substancc Abusc PI ogiain 
Revision Datc: DD MMM YYYY Rcvision 4 0 Page 1-19 of 21 

APPENDIX C - Continucd Physician Infoi ination and Instiuctions: You liavc been requested to evaluate tlie individual indicated below because he/slie 
was unablc to provide an odeqiiatc amount 01 urine to complete a MlCCS required drug test Make sure you liave read and understand tlie background 
information 0149 CFR Pait 40 193 on tlie pievious page. Youi findings will assist the MRO it1 determining this individual's final test status. Please 
malcc snrc itcm I /  1 "  01 f l2 bclow Iias bccn coiiiplctcd and attach any additional information you fccl is pcrtincnt to this cvaluation. If you Iiavc any 
qucstions regarding this cvaluatioii, please call tlic MICCS database administrator, Midwcst Toxicology at 3 17/262-2200 or 800/358-8450 (Ext. 203- 
Sliaion Allcn 01 Est 205-Tillany Ellcfson) Name & SSN (ID #)  of employee: Employer Name/Addrcss: Date cmployee was unable to complete 
icquircd drug tcst: Nanic (111 intcd) of physician pcif'oiming cvaluation: Physician Plionc: Fax: 

1 liave determinctl, i n  my I-cnsoiiable medical judgment, that: 1 tlie cmployce does have a medical condition" that has, or witli a high degree 
of piobability. could liavc, prccludcd tlie employee Iiom providing an adequate amount of urinc. 
dctcriiiining that a mcdicnl condition' that has, 01 witli a high dcgrcc of' piobability, could liavc, prccludcd tlic cmploycc from pioviding an adcquate 
amount of urinc "For pui-poses of this paragrapli, a mcdicnl condition includes a11 ascertainable pliysiological condition (e.g , a urinaiy system 
dysfunction) 01 a docunicnted pic-existing psychological disoidci. but docs not include unsupported assertions of"situationa1 anxiety" or 
dehydration Explanation of linding: 
this coiiiplcted foiin to tlic MRO ant1 Employci listed i n  the  consent aien oftliis folm 

2 there is not iiii adequate basis for 

Printed Name of Physician Signalurc of Physician Date of Conclusion Please fax 
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APPE,NDIX D: Documentation When a Breath Test Cannot Be Conducted 

MlCCS i-cquircs a bicatli alcohol tcst for qualifying post-accident situations and reasonable suspicion MICCS has patterned their alcohol testing 
requiicmcnts altei tlic regulatory testing ieqtiiremcnts of DOT (Department ol~Transportation) DOT does not allow tlie use of blood for alcohol 
tests except in  a few I are circumstanccs Tlic FMCSA (Fedci a1 Motoi Carricr S:~l'ety Administration) division of DOT docs allow employers to accept 
tlic I csults of brcatli or blood tcsts conducted by Federal, Statc, 01 local officials having indepcndcnt authority i n  post-accident situations as long as 
rlic results of tlic tcsts can bc obtained by t l ~ c  cmploycr Thc MlCCS program's policy will allow alcohol testing done by bieath or blood. Ilowevcr. 
bicntli testing is ( l ie picleiicd metliod Blood testing is only nutliorizctf wlicn a bicatli tcst is impossiblc to obtain The employer is responsible to 
povidc  a tlocumeiitcd icasoii to tlic tliirct p i t y  administlatol B S  to why this alternative metliod (blood testing) was uscd Tlie form below can be uscd 
lor such documcntotioii and should be lorwardcd to tlic tliii-d party adiiiinistiatoi 



- ___ . _ _ _  - 
N m e  ot Employee 

Date 

0 

0 

Complete expicination of why breath test ing was not done 

Employee liad inedical  t ieat inent that picvented a bieath alcohol test from being done within the allowed t i m e  frame 

There IS no test ing tacility open that was capable ot performing a bieatli alcohol test within the allowed t i m e  f l a m e  Provide time and location 
inioi ination 

T h e  was no testing lacility capable of 1x1 foiniiiig a breath alcohol t e j t  within tlie geogiapliical area of where the testing needed to occur 
Provide time &ind location infoi mation 

. 
0 

E l  Otlici, please describe 

Company name and signatuie of Linployer authoi inng agent Date 
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APPENDIX E: Guidelines for Post-accident Testing 

MlCCS policy requirement for Post-Accident Testing: A substance abuse drug and alcohol test of iiii onsite contractor employee is required when they 
are involved i n  any aceidentiincident oi event, caused by them eitliei directly 01 intii~ectly, that iesults i n  treatment by a health caie provider, or that 
resul ts in damage to pioperty, including any serious near-iniss incident Tlie employee sliould proceed directly foi testing or as soon as possible 
Recoinmended Steps foi Post-Accident Testing: 

1 Contractors are responsible t o  insure that  a drug and olcohol test is completed for airy accident or incident as defined above 

2 Needed rncdical treatment will take precedence over completing a drug and alcohol test I-lowever, a drug and alcohol test should be done as soon as 
possible The nlcohol test should be administcicd within 2-liouis of tlic accidcntiincidcnt I f  tlicrc is a dclay of more tiion 2-hours, an explanation of 
wliy [lie testing was delayed oi couldn’t be completed should be docuinented 

3” The coiitractoi must insure that the  ljcility who will be doing the post-accident test meets the following requirements 

a Drug test I equirement: 

i Use o f a  standnid custody and contiol foiin 

i i  Testing of specimen by a SAMI-ISA certilied laboratory using the drug panel cut-off l eve l  set by MICCS 

i i i  Test iesult icvicwctl by a ceitilicd MRO (Medical Review Oflieel-) 

I) Alcohol Test iequii.cments: 

i A breath test sliould always be adiniiiistcied iiiiless breatli testing is not an option 

i i  A breath test sliould be done as soon as possible (within 2 houis) I 1  i t  can’t be coiiiplctctl witliin S Iiours, testing should cease and documentation 
cxplniiiing tlic inability to coii ipleic testing witliin 8 Iioiiis should be foiwaided to tlic tliiid Imty adniiiiistrator i i i  The bieath test should be 
adniinisteicd by ~i ccitifietl RAT (Ricath Alcohol Technicinn) using ii bicath testing de\ ice that iiieets tlic same icquiieinent :is DOT iv I f  breath 
testing in not ;ivailnblc, a blood diaw may be used 

4 rlic results of all post-accident tests arc I eqiiiicil to be i cportetl to tlic tliird p i t y  tintabase ntlii i inistiator a s  soon as possible l‘ollowiiig any post- 
riccidcnt testing so tlic icsults may bc cntclcd into tlic datallnsc 

.S I t  ;ins post-acciticrit test resiilt is positi;c tiic contiactor inust iiiiiiici~i~ite~y rcinovc tiic cnipIoycc f ron i  t i le M I C C S  owiier  site anti foilow their 
coiiip:iiiy Iiolicy’s discipliiie roi testing positive Aiiy positive test will icndci tlic ciiiploycc’s MICCS c;ii-Cl invalid 



EXHIBIT 12 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES 

The ratio of earnings lo fixed charges is calculated using the Securities and Exchange Commission guidelines 

Year Ended December 31, 

2009 2008 2007 2006 2005 
- - -_ I - -  

(dollars in mi l l ions) 

Earnings as defined for fixed charges calculation 
Add: 

Pre-tax income from continuing operations(a) 
Fixed charges 
Distributed income of equity inveslees 

Preference security dividend requirements of consolidated subsidiaries 
Interest capitalized(b) 

Deduct: 

Total earnings (as defined for the Fixed Charges calculation) 

Fixed charges: 
Interest on debt, including capitalized portions(b) 
Estimate of interest within rental expense 
Preference security dividend requirements of consolidated subsidiaries 

Tolal fixed charges 

$1,770 $1,993 $2,078 $1,421 $1,169 
892 883 797 1,382 1,159 

82 195 147 893 473 

_. - - 27 27 
102 93 71 56 23 

$2,642 $2,978 $2,951 $3,613 $2,751 
- - - _ _ -  ----- 
$ 853 $ 834 $ 756 $1,311 $1,096 

39 49 41 44 36 
- - __ 27 27 

$ 892 $ 883 $ 797 $1,382 $1,159 
,~ - - __ ----- 

Ratio of earnings to fixed charges 3 0 3 4 3 7 2.6 2.4 

(a) Excludes amounts attributable to noncontrolling interests and income or loss from equity investees 
(b) Excludes equity costs related to Allowance for Funds Used During Construction that are included in Other Income and Expenses in the Consolidated 

Statements of Ooerations. 



EXHIBIT 21 

LIST OF SUBSIDIARIES 

The following is a list of certain subsidiaries (greater than 50% owned) of the registrant and their respective states or countries of incorporation: 

Actividades A y D, S A (Guatemala) 
Advance SC LLC (South Carolina) 
Aguaytia Energy del Peru S.R L Ltda (Peru) 
Aguaytia Energy, LLC (Delaware) 
Altilti Denmark ApS (Denmark) 
Bison Insurance Company Limited (Bermuda) 
Brownsville Power I, L.L C. (Delaware) 
Caldwell Power Company (North Carolina) 
Catamount Celtic Energy Limited (Scotland) 
Catamount Energy Corporation(Vermont) 
Catamount Energy SC 1 (Scotland) 
Catamount Energy SC 2 (Scotland) 
Catamount Energy SC 3 (Scotland) 
Catamount Heartlands Corporation (Delaware) 
Catamount Rumford Corporation (Vermont) 
Catamount Sweetwater 1 LLC (Vermont) 
catamount Sweetwater 2 LLC (Vermont) 
Catamount Sweetwater 3 LLC(Vermont) 
Catamount Sweetwater 4-5 LLC (Vermont) 
Catamount Sweetwater 6 LLC (Vermont) 
Catamount Sweetwater Corporation (Vermont) 
Catamount Sweetwater Holdings LLC (Vermont) 
Catawba Manufacturing and Electric Power Company (North Carolina) 
CEC U K i  Holding Corp (Vermont) 
CEC tJK2 Holding Corp. (Vermont) 
CEC Wind Development LLC (Vermont) 
Centra Gas Toluca S R L de C V (Mexico) 
CGP Global Greece Holdings, SA (Greece) 
Cinergy Climate Change Investments, LLC (Delaware) 
Cinergy Corp (Delaware) 
Cinergy Foundation. Inc (Indiana) 
Cinergy General Holdings, LLC (Delaware) 
Cinergy Global (Cayman) Holdings, Inc.(Cayman Islands) 
Cinergy Global Ely, Inc. (Delaware) 
Cinergy Global Hellas S.A. (Greece) 
Cinergy Global Holdings, Inc. (Delaware) 
Cinergy Global Power (UK) Limited (England) 
Cinergy Global Power Africa (Proprietary) Limited (South Africa) 

Cinergy Global Power Iberia, S A (Spain) 
Cinergy Global Power Services Limited (England) 
Cinergy Global Power, Inc. (Delaware) 
Cinergy Global Resources, Inc (Delaware) 
Cinergy Global Trading Limited (England) 
Cinergy Global Tsavo Power (Cayman Islands) 
Cinergy Holdings 8 V  (Netherlands) 
Cinergy Investments. Inc (Delaware) 
Cinergy Limited Holdings, LLC (Delaware) 
Cinergy Origination & Trade, LLC (Delaware) 
Cinergy Power Generation Services, LLC (Delaware) 
Cinergy Power Investments, Inc (Ohio) 
Cinergy Receivables Company LLC (Delaware) 
Cinergy Retail Power General, Inc (Texas) 
Cinergy Retail Power Limited. Inc. (Delaware) 
Cinergy Retail Power, L.P. (Delaware) 
Cinergy Solutions - Utility, Inc (Delaware) 
Cinergy Solutions Partners, LLC (Delaware) 
Cinergy Technology, Inc (Indiana) 
Cinergy Two, Inc.(Delaware) 
Cinergy UK, Inc (Delaware) 
Cinergy Wholesale Energy, Inc (Ohio) 
Cinergy-Centrus Communications, Inc (Delaware) 
Cinergy-Centrus, Inc (Delaware) 
CinFuel Resources, lnc (Delaware) 
CinPower I, LLC (Delaware) 
Claiborne Energy Services, Inc (Louisiana) 
Comercializadora Duke Energy de Centro America, Limitada (Guatemala) 
CSCC Holdings Limited Partnership (British Columbia, Canada) 
CSGP General, LLC (Texas) 
CSGP Limited, LLC (Delaware) 
CST General, LLC (Texas) 
CST Green Power, L P. (Delaware) 
CST Limited, LLC (Delaware) 
DlFD Holdings, LLC (Delaware) 
DlFD International Services Brasil Ltda (Brazil) 
DlFD Operating Services LLC (Delaware) 
DE Marketing Canada Ltd (Canada-Federal) 



DE Nuclear Engineering, Inc (North Carolina) 
DEB - Pequenas Centrals Hidreletricas Llda (Brazil) 
DEGS Biomass, LLC (Delaware) 
DEGS EPCOM College Park, LLC (DelaVJare) 
DEGS GASCO. LLC (Delaware) 
DEGS OBM. LLC (Delaware) 
DEGS of Boca Raton, LLC (Delaware) 
DEGS of Cincinnali. LLC (Ohio) 
DEGS of Della Township. LLC (Delaware) 
DEGS of Lansing, LLC (Delaware) 
DEGS of Monaca, LLC (Delaware) 
DEGS of Narrows, LLC (Delaware) 
DEGS of Oklahoma, LLC(Delaware) 
DEGS of Philadelphia. LLC (Delaware) 
DEGS of San Diego. Inc (Delaware) 
DEGS of Shreveport, LLC(De1aware) 
DEGS of South Charleston, LLC (Delaware) 
DEGS of St Bernard, LLC(De1aware) 
DEGS of S I  Paul, LLC(De1aware) 
DEGS of Tuscola, Inc (Delaware) 
DEGS Three Buttes, LLC(De1aware) 
DEGS Wind I, LLC (Delaware) 
DEGS Wind Supply II, LLC (Delaware) 
DEGS Wind Supply, LLC (Delaware) 
Delta Township Utilities, LLC (Delaware) 

DENA Assel Partners. L P (Delaware) 
DENA Partners Holding, LLC (Delaware) 
DETMl Management, Inc (Colorado) 

Dixilyn-Field (Nigeria) Limited (Nigeria) 
Dixilyn-Field Drilling Company (Delaware) 
Dixilyn-Field lnlernational Drilling Company, S A (Panama) 
Duke Broadband, LLC (Delaware) 
Duke Capital Partners. LLC (Delaware) 
Duke Communications Holdings, Inc (Delaware) 
Duke Energy Americas, LLC(De1aware) 
Duke Energy Business Services LLC (Delaware) 
Duke Energy Carolinas Plant Operations, LLC(De1aware) 
Duke Energy Carolinas, LLC (North Carolina) 

Duke Energy Cerros Colorados S A (Argenfina) 
Duke Energy Commercial Enterprises, Inc (Indiana) 
Duke Energy Corporate Services Inc (Delaware) 
Duke Energy Development Pty Ltd (Australia) 

Duke Energy Egenor S en C por A (Peru) 
Duke Energy Electroquil Partners (Delaware) 
Duke Energy Engineering. Inc (Ohio) 
Duke Energy Fossil-Hydro California, Inc (Delaware) 
Duke Energy Fossil-Hydro. LLC (Delaware) 
Duke Energy Generating S A (Argentina) 
Duke Energy Generalion Services Holding Company Inc (Delaware) 
Duke Energy Generation Services. Inc (Delaware) 
Duke Energy Group Holdings, LLC (Delaware) 
Duke Energy Group, LLC(De1aware) 
Duke Energy Indiana. Inc (Indiana) 
Duke Energy Industrial Sales, LLC (Delaware) 
Duke Energy International (Europe) Holdlngs ApS (Denmark) 
Duke Energy International (Europe) Limited (Uniled Kingdom) 
Duke Energy International Argentina Holdings (Cayman Islands) 
Duke Energy International Argentina Marketingmrading (Bermuda) Lld (Bermuda) 
Duke Energy International Asia Pacific Ltd (Bermuda) 
Duke Energy International Bolivia Holdings No 1 ,  LLC (Delaware) 
Duke Energy International Brasil Commercial. Ltda (Brazil) 
Duke Energy International Brasil Holdings, LLC (Delaware) 
Duke Energy International Brazil Holdings Ltd (Bermuda) 
Duke Energy International Chile C P A (Chile) 
Duke Energy International Chile Holding I B V (Netherlands) 
Duke Energy International Chlle Holding II B V (Netherlands) 
Duke Energy International Comercializadora de El Salvador, S A de C V (El 

Duke Energy International del Ecuador Cia Ltda (Ecuador) 
Duke Energy International El Salvador Investments No 1 Lld (Bermuda) 
Duke Energy International El Salvador Investments No 1 y Cia S enC de C V 

Duke Energy International El Salvador, S en C de CV (El Salvador) 
Duke Energy International Eleclroquil Holdings. LLC (Delaware) 
Duke Energy International Espana Holdings. S L U (Spain) 
Duke Energy International Group Cooperatie U A (Netherlands) 
Duke Energy International Group, Lld (Bermuda) 
Duke Energy International Guatemala Holdings No 1 ,  Ltd (Bermuda) 
Duke Energy International Guatemala Holdings No 2. Ltd (Bermuda) 
Duke Energy International Guatemala Holdings No 3 (Cayman Islands) 
Duke Energy International Guatemala Limitada (Guatemala) 
Duke Energy Internattonal Guatemala y Compania Sociedad en Comandita por 

Duke Energy International Group Cooperalie U A (Netherlands) 
Duke Energy International Holding. Ltd (Bermuda) 
Duke Energy International Holdings B V (Netherlands) 
Duke Energy International Investments No 2 Lld (Bermuda] 

Salvador) 

(El Salvador) 

Acciones (Guatemala) 



Duke Energy International Latin America, Ltd (Bermuda) 
Duke Energy International Mexico Holding Company I. S de R L de C V (Mexico) 
Duke Energy International Mexico, S A de C V (Mexico) 
Duke Energy International Netherlands Financial Servlces B V (Netherlands) 
Duke Energy International Operaciones Guatemala Limitada (Guatemala) 
Duke Energy lnternalional Peru lnversiones No 1. S R L (Peru) 
Duke Energy International Peru Investments No 1 ,  Ltd (Bermuda) 
Duke Energy International PJP Holdings, Ltd (Bermuda) 
Duke Energy International Southern Cone SRL (Argentina) 
Duke Energy International Trading and Marketing (UK) Limited (United Kingdom) 
Duke Energy International Transrnision Guatemala Limitada (Guatemala) 
Duke Energy International Uruguay Holdings, LLC (Delaware) 
Duke Energy International Uruguay Investments, S R L (Uruguay) 
Duke Energy International, Brasil Llda (Brazil) 
Duke Energy International, Geracao Paranapanema S A (Brazil) 
Duke Energy International, LLC (Delaware) 
Duke Energy Kentucky. Inc (Kentucky) 
Duke Energy Marketing America, LLC (Delaware) 
Duke Energy Markeling Corp (Nevada) 
Duke Energy Marketing Limited Partnership (Alberta, Canada) 
Duke Energy Merchants, LLC (Delaware) 
Duke Energy Moapa. LLC (Delaware) 
Duke Energy Murray Operating, LLC (Delaware) 
Duke Enerqy North America, LLC (Delaware) 
Duke Energy Ohio, Inc (Ohio) 
Duke Energy One, Inc (Delaware) 
Duke Energy Peru Holdings S R L (Peru) 
Duke Energy Receivables Finance Company, LLC (Delaware) 
Duke Energy Registration Services, Inc (Delaware) 
Duke Energy Retail Sales, LLC (Delaware) 
Duke Energy Royal, LLC (Delaware) 

Duke Energy Services Canada ULC (British Columbia. Canada) 
Duke Energy Services. Inc (Delaware) 
Duke Energy Trading and Markeling. L 1 C (Delaware) 
Duke Energy Transmission Holding Company, LLC (Delaware) 
Duke Engineering 8 Services (Europe) Inc (Delaware) 
Duke Engineering 8 Services Internat+onal, Inc (Cayman Islands) 
Duke Investments. LLC (Delaware) 
Duke Java, Inc (Nevada) 
Duke Projecl Services Australia Pty Lld (Australia) 
Duke Project Services, Inc (North Carolina) 
Duke Supply Network, LLC (Delaware) 
Duke Technologies, Inc (Delaware) 

Duke Trading Do Brasil Ltda (Brazil) 
Duke Ventures 11, LLC (Delaware) 
Duke Ventures Real Estate, LLC (Delaware) 
Duke Ventures, LLC (Nevada) 
DukelFluor Daniel (North Carolina) 
DukelFluor Daniel Caribbean, S E (Puerto Rico) 
DukelFluor Daniel El Salvador S A de C V (El Salvador) 
DukelFluor Daniel International (Nevada) 
DukelFluor Daniel Internalional Services (Nevada) 
DukelFluor Daniel International Services (Trinidad) Ltd (Trinidad and Tobago) 
DukelLouis Dreyfus L L C (Nevada) 
Duke-Cadence, Inc (Indiana) 
DukeNet Communications. LLC (Delaware) 
Duke-Reliant Resources, Inc (Delaware) 
DukeTec I, LLC 
DukeTec 11, LLC (Delaware) 
DukeTec, LLC (Delaware) 
Eastman Whipstock do Brasil Ltda 
Eastman Whipstock. S A (Brazil) 
Eastover Land Company (Kentucky) 
Eastover Mining Company (Kentucky) 
Eleclroquil. S A  (Ecuador) 
Energy Pipelines International Company (Delaware) 
Equinox Vermont Corporation (Vermont) 
Etenorte S R L (Peru) 
Eteselva S R L (Peru) 
event Resources Holdings LLC (Delaware) 
event Resources I LLC (Delaware) 
event Resources Overseas I, LLC (Delaware) 
Gas Integral S R L (Peru) 
Generadora La Laguna Duke Energy Inlernalional Guatemala y Cia , S C A 

Greenviile Gas and Electric Light and Power Company (South Carolina) 
Happy Jack Windpower, LLC (Delaware) 
IGC Aguaytia Partners, LLC (Cayman Islands) 
lnver Energy Holdings (Cayman Islands) I 
lnver Energy Holdings II (Cayman Islands) 
Inver-Energy y Cia SCA (Cayman Islands) 
Kit Carson Windpower. LLC (Delaware) 
KO Transmission Company (Kentucky) 
LH 1, LLC (Delaware) 
Louisiana Energy Services. LLC (Louisiana) 
MCP. LLC (South Carolina) 
Miami Power Corporation (Indiana) 

(Guatemala) 



North Allegheny Wind, LLC (Delaware) 
NorthSouth Insurance Company Limited (Bermuda) 
Notrees Windpower, LP (Delaware) 
Oak Mountain Products, LLC (Delaware) 
Ocotillo Windpower, LP (Delaware) 
Ohio River Valley Propane, LLC (Delaware) 
P.I.D.C. Aguaytia, L.L.C (Delaware) 
Pan Service Company (Delaware) 
PanEnergy Corp. (Delaware) 
Peru Energy Holdings, LLC (Delaware) 
Pioneer Transmission, LLC (Indiana) 
Proyecto de Autoabastecimiento La Silla, S de R.L de C.V (Mexico) 
Sandy River Timber, LLC (South Carolina) 
Seahorse do Brasil Servicos Maritimos Ltda. (Brazil) 
Searchlight Wind Energy LLC (Nevada) 
Silver Sage Windpower, LLC (Delaware) 
South Construction Company, lnc. (Indiana) 
Southern Power Company (North Carolina) 
Spruce Mountain Investments, LLC (Delaware) 
Spruce Mountain Producls, LLC (Delaware) 
SUEZ-DEGS of Lansing, LLC (Delaware) 
SUEZ-DEGS of Orlando LLC (Delaware) 
Sugartree Timber, LLC (Delaware) 
SYNCAP /I, LLC (Delaware) 
TBP Properties, LLC (South Carolina) 
TE Happy Jack, LLC (Delaware) 
TE Notrees, LLC (Delaware) 
TE Ocotillo, LLC (Delaware) 
TE Silver Sage, LLC (Delaware) 
Teak Mounlain Producls. LLC (Delaware) 
TEC Aguaytia, Ltd (Bermuda) 

Termoselva S. R L (Peru) 
Texas Eastern (Bermuda) Ltd (Bermuda) 
Texas Eastern Arabian Ltd (Bermuda) 
The Duke Energy Foundation (North Carolina) 
Three Buttes Windpower, LLC (Delaware) 
Top of the World Wind Energy LLC (Delaware) 
TRES Timber, LLC (South Carolina) 
Tri-State Improvement Company (Ohio) 
Wateree Power Company (South Carolina) 
Western Carolina Power Company (North Carolina) 
Willow Creek Wind Energy LLC (Delaware) 
Willow Mountain Products. LLC (Delaware) 
Termoselva S. R. L. (Peru) 
Texas Eastern (Bermuda) Ltd (Bermuda) 
Texas Eastern Arabian Ltd. (Bermuda) 
The Duke Energy Foundation (North Carolina) 
Three Buttes Windpower, LLC (Delaware) 
Top of the World Wind Energy LLC (Delaware) 
TRES Timber, LLC (South Carolina) 
Tri-State Improvement Company (Ohio) 
Wateree Power Company (South Carolina) 



EXHIBIT 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in Registration Statement Nos. 333-157723. 333-1 57405, 333-146483, 333-132996 and 333-1 32992 on Form S-3 
and Registration Statement Nos. 333-147132, 333-141023, 333-134080 and 333-1 32933 (including Post-effective Amendment No. 1 thereto) on Form S-8 of our 
report dated February 26, 2010, relating to the financial statements and financial statement schedules of Duke Energy Corporation and subsidiaries (the 
"Company"), and the effectiveness of the Company's internal control over financial reporting, appearing in this Annual Report on Form 10-K of Duke Energy 
Corporation for the year ended December 31, 2009 

Is/ DELOITTE &TOUCHE LLP 
Charlotte, North Carolina 
February 26, 2010 



EXHIBIT 24.1 

DUKE ENERGY CORPORATION 
Power of Attorney 

FORM 10-K 

Annual Report Pursuant to Section 13 or 15(d) 
of the Securities Exchange Act of 1934 

For the fiscal year ended December 31, 2009 
(Annual Report) 

The undersigned Duke Energy Corporation. a Delaware corporation and certain of its officers and/or directors, do each hereby constitute and appoint Lynn J 
Good, David S. Maltz and Steven K Young, and each of them, to act as attorneys-in-fact for and in the respective names, places and stead of the undersigned, to 
execute, seal, sign and file with the Securities and Exchange Commission the Annual Report of said Duke Energy Corporation on Form 10-K for the year ended 
December 31. 2009, of said Duke Energy Corporation and any and all amendments thereto. hereby granling lo said attorneys-in-fact, and each of them, full power 
and authority to do and perform all and every act and thing whatsoever requisite, necessary or proper to be done in and about the premises, as fully to all intents 
and purposes as the undersigned, or any of them, might or could do if personally present. hereby ratifying and approving the acts of said attorneys-in-fact. 

Executed as of the 23d day of February, 2010. 

DUKE ENERGY CORPORATION 

By:  Is1 JAMES E. ROGERS 

(Corporate Seal) 

ATTEST: 

/SI SUE c. HARRINGTON 
Assislant Secretary 

Is/ JAMES E. ROGERS 

James E Rogers 

Is1 LYNN J. GOOD 

Lynn J. Good 

Is1 STEVEN K. YOUNG 
Steven K Young 

Is/ WILLIAM BARNET, 111 

Chairman, President and 
Chief Executive Officer 

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

Group Executive and 
Chief Financial Officer 
(Principal Financial Officer) 

Senior Vice President and 
Controller 
(Principal Accounting Officer) 

(Direclor) 
William Barnel. Ill 



IS/ G. ALEX BERNHARDT, SR. 

G. Alex Bernhardt, Sr. 

Is/ MICHAEL G. BROWNING 

Michael G. Browning 

- is/ DANIEL R. DIMICCO 

Daniel R DiMicco 

Is/ JOHN H. FORSGREN 

John H. Forsgren 

Is/ ANN M. GRAY 

Ann M. Gray 

Is1 JAMES H. HANCE, JR. 
James H Hance. Jr. 

Is1 E. JAMES REINSCH 
E. James Reinsch 

-- Is/ JAMES T. ~ O D E S  

James T. Rhodes 

Is/ PHILIP R. SHARP 
Philip R Sharp 

Is1 DUDLEY S. TAFT 

(Director) 

(Director) 

(Director) 

(Director) 

(Director) 

(Director) 

(Director) 

(Director) 

(Direcfor) 

(Director) 

Dudley S. Taft 



EXHIBIT 24.2 

DUKE ENERGY CORPORATION 

CERTIFIED RESOLUTIONS 

Form 10-K Annual Report Resolutions 

FURTHERRESOLVED, That each officer and director who may be required to execute such 2009 Form 10-K or any 
amendments thereto (whether on behalf of the Corporation or as an officer or director thereof or by attesting the seal of the 
Corporation or otherwise) be and hereby is authorized to execute a Power of Attorney appointing Lynn J. Good, David S. Maltz and 
Steven K. Young, and each af them, as true and lawful attorneys and agents to execute in his or her name, place and stead (in any 
such capacity) such 2009 Form 10-K, as may be deemed necessary and proper by such ofticers, and any and all amendments 
thereto and all instruments necessary or advisable in connection therewith, to attest the seal of the Corporation thereon and to file 
the same with the Securities and Exchange Commission, each of said attorneys and agents to have power to act with or without 
the others and to have full power and authority to do and perform in the name and on behalf of each of such officers and directors, 
or both, as the case may be, every act whatsoever necessary or advisable to be done in the premises as fully and to all intents and 
purposes as any such officer or director might or could do in person. 

t . * * * t l  

I ,  MARC. E MANLY, Group Executive, Chief Legal Officer and Corporate Secretary of Duke Energy Corporation, do hereby certify that the foregoing is a full, 
true and complete extract from the Minutes of the meeting of the Audit Committee of the Board of Direclors of said Corporation with full authority delegated to it by 
the Board of Directors held on February 22. 2010, at which meeting a quorum was present. 

IN WITNESS WHEREOF. I have hereunto set my hand and affixed the Corporate Seal of said Duke Energy Corporalion, this the 23 rd day of February, 2010. 

Is1 MARC E. MANLY 

Marc E. Manly, Group Executive, Chief Legal Officer 
and Corporate Secretary 



EXHIBIT 31.1 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James E Rogers, certify that: 

1) 

2) 

3) 

4) 

I have reviewed this annual report on Form 10-K of Duke Energy Corporation; 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the 
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements. and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-I5(e) and 15d-t5(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-l5(f)) for the registrant and 
have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, lo ensure 
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles: 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness 
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal conlrol over financial reporling lhat occurred during the registrant's most recent fiscal 
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect. the 
registranl's internal control over financial reporling; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the 
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) 

b) 

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to 
adversely affect the registrant's ability to record, process, summarize and report financial information: and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over 
financial reporting. 

Date: February 26. 2010 

/S/ JAMES E. ROGERS 

James E. Rogers 
Chairman, President and 
Chief Executive Officer 



EXHIBIT 31.2 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, Lynn J. Good, certify that: 

1) 

2) 

I have reviewed this annual report on Form 10-K of Duke Energy Corporalion: 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit lo state a material fact necessary to make the 
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-l5(f) and 15d-l5(f)) for the registrant and 
have: 

a) 

3 )  

I )  

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure 
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly 
during the period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness 
of the disclosure conlrols and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in lhis report any change in the regislrant's inlernal control over financial reporting that occurred during the registrant's most recent fiscal 
quarter (lhe registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant's internal control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the 
registrant's ailditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control aver financial reporting which are reasonably likely to 
adversely affect the registrant's ability to record, process, summarize and report financial information: and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over 
financial reporting 

b) 

Date: February 26. 20 10 

-- lsl Lynn .I. Good -. 
Lynn J Good 

Group Executive and 
Chief Financial Officer 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Duke Energy Corporation ("Duke Energy") on Form 10-K for lhe period ending December 31, 2009 as filed with the 
Securities and Exchange Commission on the date hereof (the "Report"). I, James E. Rogers, Chairman, President and Chief Executive Officer of Duke Energy, 
certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant lo section 906 of the Sarbanes-Oxley Acl of 2002, that: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects. Ihe financial condition and results of operations of Duke Energy 

IS/ JAMES E. ROGERS " ~ _ _ _ _ -  
James E. Rogers 

Chairman, President and Chlef Executive Officer 
February 26, 2010 



Statement Of  Income Alternative 

Dperating Revenues 

i e g u l a t e d  e lec t r i c  

Von-regulated electric, n a t u r a l  gas, and o ther  

i e g u l a t e d  n a t u r a l  gas 

rota1 opera t ing  revenues 

Dperating Expenses 

'uel used i n  electr ic genera t ion  and purchased power  - regu la ted  

-uel used i n  electr ic genera t ion  and purchased power  - non- regu la ted  

Cost o f  n a t u r a l  gas and coal so ld  

l p e r a t i o n ,  ma in tenance  and o t h e r  

3eprec ia t ion  and amor t i za t ion  

' roperty and o t h e r  t a x e s  

Soodwi l l  and o ther  i m p a i r m e n t  charges 

rota1 o p e r a t i n g  expenses  

Sains (Losses) on Sales o f  O t h e r  Assets and Other,  n e t  

3 p e r a t i n g  I n c o m e  

Other Income and Expenses 

Equity i n  earn ings  ( losses) o f  unconso l ida ted  af f i l iates 

Losses o n  sales and i m p a i r m e n t s  of unconso l ida ted  aff i l i r  

Other i ncome and expenses,  n e t  

Total o t h e r  i ncome a n d  expenses 

I n t e r e s t  Expense  

es 

l n c o m e  F r o m  C o n t i n u i n g  Opera t ions  Before  I n c o m e  Taxes  

I n c o m e  Tax  Expense f r o m  Cont inu ing  Opera t ions  

I n c o m e  F r o m  Cont inu ing  Opera t ions  

I n c o m e  (Loss) F rom Discont inued Operat ions,  n e t  of tax  

I n c o m e  Before  Ex t raord inary  I t e m s  

Ext raord inary  I tems,  n e t  of t a x  

Net I n c o m e  

Less: N e t  I n c o m e  (Loss) A t t r i b u t a b l e  t o  Noncont ro l l ing  I n t e r e s t s  

Net I n c o m e  A t t r i b u t a b l e  t o  D u k e  Energy  Corpora t ion  

Earnings Per Share - Basic and Diluted 

Income from continuing operations attributable to Duke Energy Corporation common 
shareholders 

B a s i c  

D i l u t e d  

Income from discontinued operations attributable to Duke Energy Corporation common 
shareholders 

B a s i c  

D i l u t e d  

Earnings per share (before extraordinary items) 

B a s i c  

D i l u t e d  

Earnings per share (from extraordinary items) 

B a s i c  

D i l u t e d  

Net  income attributable to Duke Energy Corporation common shareholders 

B a s i c  

D i  I u t e d  

D iv idends  p e r  share 

Weighted-average shares outstanding 

B a s i c  
D i l u t e d  1 , 2 9 4  1 , 2 6 7  1 , 2 6 5  

$ 1 0 , 0 3 3  
2 , 0 5 0  

6 4 8  
1 2 , 7 3 1  

3 , 2 4 6  
7 6 5  
4 3 3  

3 , 3 1 3  
1 ,656 

6 8 5  
4 2 0  

1 0 , 5 1 8  
3 6  

7 0  

( 2 1 )  

- 3 3 3  

1,831 

1,073 

1.085 

1.085 

2 8 4  

7 5 1  

7 5 8  

1 2  

0 

1 0  

$ 1 , 0 7 5  

$ 0.82  
$ 0.82  

$ 0 01 

$ 0 . 0 1  

$ 0 . 8 3  
$ 0 . 8 3  

$ 0  

$ 0  

$ 0 . 8 3  
$ 0 . 8 3  
$ 0.94 

1 , 2 9 3  

$ 9 , 3 2 5  
3 , 0 9 2  

7 9 0  
1 3 , 2 0 7  

3 , 0 0 7  
1 , 4 0 0  

6 1 3  
3 , 3 5 1  
1 , 6 7 0  

6 3 9  
8 5  

1 0 . 7 6 5  
6 9  

( 1 0 2 )  
( 9 )  

2 3 2  
1 2 1  
7 4  1 
- 

1.891 

1.275 

1.291 

1.358 
( 4 )  

6 1 6  

1 6  

6 7  

$ 1 , 3 6 2  

$ 1 . 0 1  
$ 1.01 

$ 0 0 2  
$ 0.01 

$ 1 . 0 3  
4 1 . 0 2  

$ 0.05  
$ 0.05  

$ 1 . 0 8  
$ 1.07  
$ 0 9 0  

1 , 2 6 5  

$ 8 , 9 7 6  
3 , 0 2 4  

7 2 0  
1 2 , 7 2 0  

2 , 6 0 2  
1 , 3 4 4  

5 5 7  
3 , 3 2 4  
1 , 7 4 6  

6 4 9  
0 

1 0 , 2 2 2  

( 5 )  
2.493 

1 5 7  
0 

2 7 1  
- 4 2 8  
6 8 5  

2.236 
7 1 2  

1.524 
( 2 2 )  

1,502 

1,502 
2 

- $U 

0 

$7 1 . 2 1  
$ 1 . 2 0  

$ ( 0  0 2 )  

4 ( 0 . 0 2 )  

$ 1 . 1 9  
$ 1.18 
-- 

$ 0  

$ 0  

$ 1 . 1 8  
!$ 0 8 6  

1 , 2 6 0  



Statement Of Financial Position Classified 

4SSETS 

Current Assets 

:ash a n d  cash e q u i v a l e n t s  

S h o r t - t e r m  i n v e s t m e n t s  

Xeceivables ( n e t  o f  a l lowance fo r  d o u b t f u l  accounts o f  $48 a t  December  31,  2009 and $42 a t  December  31, 
2 0 0 8 )  

I n v e n t o r y  

3 t h e r  

r o t a l  c u r r e n t  assets 

tnvestments and Other Assets 

[nves t rnents  in e q u i t y  m e t h o d  unconsol idated a f f i l i a tes  

Vuclear decommiss ion ing  t r u s t  funds  

Soodwi l l  

[n tang ib les ,  n e t  

Votes r e c e i v a b l e  

D t h e r  

r o t a l  i n v e s t m e n t s  a n d  o t h e r  assets 

Property, Plant and Equipment 

C o s t  

x s s  accumula ted  deprec ia t ion  and amor t i za t ion  

Vet p roper ty ,  p lan t  and equ ipmen t  

Regulatory Assets and Deferred Debits 

Deferred debt  expense 

Regu la to ry  assets re la ted  to  i ncome taxes  

D t h e r  

Total regu la to ry  assets and de fer red  deb i ts  

T o t a l  A s s e t s  

LIABILIT IES AND EQUITY 

Current Liabilities 

Accounts  p a y a b l e  

Notes payab le  and commerc ia l  paper  

Taxes a c c r u e d  

I n t e r e s t  accrued 

Current matur i t ies  of  l o n g - t e r m  debt  

O t h e r  

Total  c u r r e n t  l iab i l i t ies  

L o n g - t e r m  Debt  

Deferred Credits and Other Liabilities 

Defer red  i ncome taxes  

I n v e s t m e n t  tax  c r e d i t s  

Asset r e t i r e m e n t  ob l iga t ions  

O t h e r  

Total  de fer red  c red i ts  a n d  o t h e r  l iab i l i t ies  

Equity 

Common Stock, $0,001 p a r  value, 2 b i l l i on  shares author ized; 1,309 m i l l i o n  and 1,272 mi l l ion  shares 
o u t s t a n d i n g  a t  December  31,  2009 and December 31, 2008, respec t ive ly  

Add i t iona l  pa id - in  cap i ta l  

Reta ined earn ings  

Accumu la ted  o t h e r  comprehens ive  l o s s  

Tota l  Duke  Energy Corpora t ion  shareholders '  e q u i t y  

N o n c o n t r o l l i n g  I n t e r e s t s  

To ta l  e q u i t y  

$ 1 , 5 4 2  
0 

1 , 7 4 1  

1,515 
9 6 8  

5 , 7 6 6  

4 3 6  
1 , 7 6 5  
4 , 3 5 0  

5 9 3  
1 3 0  

2 , 5 3 3  
9.807 

5 5 , 3 6 2  
1 7 , 4 1 2  
3 7 , 9 5 0  

2 5 8  
5 5 7  

2 , 7 0 2  
3.517 

5 7 , 0 4 0  

1 , 3 9 0  
0 

4 2 8  
2 2 2  
9 0 2  

1 , 1 4 6  
4.088 

1 6 , 1 1 3  

5 , 6 1 5  
3 1 0  

3 , 1 8 5  
5 , 8 4 3  

1 4 , 9 5 3  

1 

2 0 , 6 6 1  
1 , 4 6 0  

( 3 7 2 )  
2 1 , 7 5 0  

1 3 6  
2 1 . 8 8 6  

$ 9 8 6  
5 1  

1 , 6 5 3  

1 ,135 
1 , 4 4 8  
5.273 

4 7 3  
1 , 4 3 6  
4 , 7 2 0  

6 8 0  
1 3 4  

2 , 5 7 7  
1 0 , 0 2 0  

5 0 , 3 0 4  
1 6 , 2 6 8  
3 4 , 0 3 6  

2 5 7  
6 2 5  

2 , 8 6 6  
7.748 

5 3 , 0 7 7  

1 , 4 7 7  
5 4 3  
3 6 2  
1 8 7  
6 4 6  

1 , 1 3 0  
4.345 

1 3 , 2 5 0  

5 , 1 1 7  
1 4 8  

2 , 5 6 7  
6 , 4 9 9  

1 4 , 3 3 1  

1 

2 0 , 1 0 6  
1 , 6 0 7  

( 7 2 6 )  
2 0 , 9 8 8  

1 6 3  
2 1 , 1 5 1  

Tota l  L iab i l i t ies  a n d  E q u i t y  B 5 7 , 0 4 0  B 5 3 , 0 7 7  



Statement Of Financial Position Classified (Parenthetical) 

Receivables, allowance fo r  doubtful accounts 
Common Stock, par  value 
Common Stock, shares  authorized 
Common Stock, shares  outstanding 



Statement  Of Cash  Flows I n d i r e c t  

:ASH FLOWS FROM OPERATING ACTIV IT IES 

\ let I n c o m e  

4d jus t rnents  to reconc i le  n e t  i n c o m e  to n e t  cash p r o v i d e d  by o p e r a t i n g  a c t i v i t i e s  

k p r e c i a t i o n  and amor t i za t ion  ( inc lud ing  amor t i za t ion  o f  nuclear fuel)  

:xtraordinary items, ne t  o f  t a x  

:Gains) losses o n  sales o f  o t h e r  assets 

m p a i r m e n t  of  goodwi l l  and o ther  impa i rment  charges 

I e f e r r e d  i ncome taxes  

f q u i t y  i n  (earnings) loss of unconsol idated af f i l iates 

Xontr ibut ions t o  qual i f ied pension plans 

[ Inc rease)  decrease in 

Vet real ized and unreal ized m a r k - t o - m a r k e t  and hedg ing  t ransac t ions  

i e c e i v a b l e s  

; n v e n t o r y  

3 t h e r  c u r r e n t  assets 

tncrease (decrease) in 

4ccounts  p a y a b l e  

r a x e s  a c c r u e d  

3 t h e r  cur ren t  l iab i l i t ies  

3 t h e r  a s s e t s  

3 t h e r  l iab i l i t ies  

Vet cash prov ided b y  opera t ing  ac t iv i t ies  

CASH FLOWS FROM INVESTING ACTIV IT IES 

Capital  expend i tu res  

[ n v e s t m e n t  expend i tu res  

4cquis i t ions,  n e t  of  cash acqu i red  

'urchases of ava i lab le - fo r -sa le  secur i t ies  

'roceeds f r o m  sales and m a t u r i t i e s  o f  ava i lab le - fo r -sa le  secur i t ies  

Yet proceeds f r o m  t h e  sales of  o t h e r  assets, and sales o f  and col lect ions o n  no tes  
-ece ivab le  

Set t lement  of  n e t  inves tment  hedges and o ther  inves t ing  der iva t ives  

'urchases o f  emission a l lowances  

Sales o f  emiss ion  al lowances 

Zhange i n  r e s t r i c t e d  cash 

3 t h e r  

Net cash used in i n v e s t i n g  ac t iv i t ies  

CASH FLOWS FROM F INANCING ACTIV IT IES 

Proceeds from the:  

Issuance o f  l o n g - t e r m  debt  

Issuance of  common stock re la ted  to  employee benef i t  plans 

P a y m e n t s  f o r  t h e  r e d e m p t i o n  of: 

Long- te rm debt 

Conver t ib le  n o t e s  

Decrease i n  cash overdra f ts  

Notes payab le  and commerc ia l  paper  

D is t r ibu t ions  t o  noncont ro l l ing  in te res ts  

Cont r ibu t ions  f rom noncont ro l l ing  in te res ts  

Cash d is t r ibu ted  t o  Spectra Enei-gy 

D iv idends  pard 

O t h e r  

Net cash prov ided b y  (used in )  f inancing act iv i t ies 

Net  increase (decrease)  in cash and cash equ iva len ts  

Cash and cash equivalents a t  beg inn ing  of  per iod  

Cash and cash equivalents a t  end  o f  per iod  

Supp lementa l  Disclosures: 



Cash paid fo r  interest ,  ne t  o f  amoun t  capi ta l ized 

Significant non-cash transactions: 

Dis t r ibu t ion  of Spectra Energy t o  shareholders 0 5 , 2 1 9  

Accrued cap i ta l  expend i tu res  $ 4 2 8  $ 3 7 8  $ 5 7 0  

6 8 9  

Cash ( rece ived)  pa id  fo r  i ncome taxes  ( 4 1 9 )  



Statement Of Shareholders Equity And Other Comprehensive Income 

Beginn ing  1 , 2 5 7  
Balance ( i n  
shares) a t  
2 0 0 6 - 1 2 - 3 1  

Beg inn ing  $ 1  
Balance a t  

N e t  I n c o m e  

Other 
Comprehensive 
Income 
Fore ign  
c u r r e n c y  
t r a n s l a t i o n  
a d j u s t m e n t s  

Net  unreal ized 
ga ins  ( losses) 
o n  cash f low 
h e d g e s  

Rec lass i f i ca t ion  
i n t o  earn ings  
f r o m  cash flow 
h e d g e s  

Pension and 
OPEB r e l a t e d  
a d j u s t m e n t s  t o  
A O C I  

Net  ac tuar ia l  
( loss) ga in  

O t h e r  

T o t a l  
comprehens ive  
i n c o m e  

Adopt ion  of 
uncer ta in  t a x  
p o s i t i o n  
a c c o u n t i n g  
s t a n d a r d  

Adopt ion  of  
pension and 
OPEB f u n d e d  
s t a t u s  
a c c o u n t i n g  
s t a n d a r d  

D is t r ibu t ion  of 
Spec t ra  Energy  
t o  shareho lders  

Purchases  and 
o ther  changes 
i n  
noncont ro l l ing  
in te res t  i n  
subs id ia r ies  

C o m m o n  s tock  
issuances ,  
inc lud ing  
d iv idend 
r e i n v e s t m e n t  
and employee 
benef i ts ( i n  
shares)  

C o m m o n  s tock  
issuances ,  

2 0 0 6 - 1 2 - 3 1  

5 

$ 8 0 5  $ 2 6 , 9 0 7  $ 1 9 , 8 5 4  $ 5,652 $ 9 4 9  $ ( 4 5 )  $ 2 9 (311) $ 2 6 , 1 0 2  

7 9  

1,500 

2 0 0  

(14) [ ' ]  

1 4  

( 1 , 1 5 6 )  6 

1 , 5 0 0  2 

2 0 0  1 

(14) [ ' ]  

( 1 ) [ 2 1  

1 4  

1 4 8  ( 5 , 6 1 4 )  

7 9  

3 - 

7 9  



1 1 9 , 9 3 3  1 , 3 9 8  

1 , 3 6 2  

inc lud ing  
d iv idend 
r e i n v e s t m e n t  
and emp loyee  
benef i t s  

C o m m o n  s t o c k  
d iv idends  

End ing  Ba lance 1 , 2 6 2  
( i n  shares) a t  

Ending Ba lance 1 1 9 , 9 3 3  1 , 3 9 8  
a t  2 0 0 7 - 1 2 - 3 1  

Beg inn ing  1 , 2 6 2  
Balance ( i n  
shares) a t  

Beg inn ing  
Balance a t  

Net  I n c o m e  

Other 
Comprehensive 
Income 
Fore ign  
cur rency  
t r a n s l a t i o n  
a d j u s t m e n t s  

Net unrea l i zed  
ga ins  ( losses) 
on cash f low 
h e d g e s  

Rec lass i f i ca t ion  
i n t o  earn ings  
f rom cash f low 
h e d g e s  

Pension a n d  
OPEB r e l a t e d  
a d j u s t m e n t s  t o  
A O C I  

Net a c t u a r i a l  
( loss) ga in  

Unrea l i zed  loss 
o n  i n v e s t m e n t s  
i n  auct ion r a t e  
s e c u r i t i e s  

Rec lass i f i ca t ion  
of  (gains) 
losses o n  
i n v e s t m e n t s  i n  
auc t ion  r a t e  
secur i t ies  a n d  
o t h e r  avai lable- 
fo r -sa le  
secur i t ies  i n t o  
earn ings  

Unreal ized ga in  
(loss) on 
i n v e s t m e n t s  i n  
ava i lab le - fo r -  
sale s e c u r i t i e s  

T o t a l  
comprehens ive  
i n c o m e  

C o m m o n  s t o c k  1 0  
issuances ,  
inc lud ing  
d iv idend 
r e i n v e s t m e n t  
and emp loyee  
benef i ts ( i n  
shares)  

C o m m o n  s tock  1 7 3  
issuances ,  

2 0 0 7 -  1 2 - 3 1  

2 0 0 7 -  1 2 - 3  1 

2 0 0 7 - 1 2 - 3 1  

( 7 )  (54) 2 ( 7 4 )  2 1 , 1 9 9  

( 7 )  ( 5 4 )  2 ( 7 4 )  2 1 , 1 9 9  

1 , 3 6 2  

( 2 8 ) [ 5 1  

3 3 

- 7 6 9  

1 7 3  

1 8 1  

1 8 1  

( 4 )  

0 

(1 ,089)  

2 1 , 3 8 0  

2 1 , 3 8 0  

1 , 3 5 8  

(315)  

1 0 [  

3[  

3 

( 2 8 0 ) [ '  

( 2 8 ) [ '  

8 [ E  

7 4 9  - 

1 7 3  



i n c l u d i n g  
d iv idend 
r e i n v e s t m e n t  
and emp loyee  
benef i t s  

C o m m o n  s t o c k  
d iv idends  

A d d i t i o n a l  
a m o u n t s  
related t o  t h e  
spin-of f  of  
Spec t ra  Energy  

Ending Ba lance 1 , 2 7 2  
( i n  shares) a t  

Ending Balance 1 
a t  2 0 0 8 - 1 2 - 3 1  

Beg inn ing  1 , 2 7 2  
Balance (in 
shares) a t  

Beg inn ing  
Balance a t  

Net  I n c o m e  

Other 
Comprehensive 
Income 

Fore ign  
cur rency  
t r a n s l a t i o n  
a d j u s t m e n t s  

Net unrea l i zed  
ga ins  ( losses) 
on cash f low 
hedges  

Rec lass i f i ca t ion  
i n t o  earn ings  
f rom cash f low 
hedges  

Pension a n d  
OPEB r e l a t e d  
a d j u s t m e n t s  t o  
A O C I  

Net  a c t u a r i a l  
(loss) ga in  

Unrea l i zed  loss 
on i n v e s t m e n t s  
i n  auc t ion  r a t e  
s e c u r i t i e s  

Rec lass i f i ca t ion  
of (gains) 
losses o n  
i n v e s t m e n t s  i n  
auc t ion  r a t e  
secur i t ies  a n d  
o ther  ava i lab le -  
f o r - s a l e  
secur i t ies  i n t o  
earn ings  

Unreal ized gain 
(loss) o n  
i n v e s t m e n t s  i n  
a v a i l a b l e - f o r -  
s a l e  s e c u r i t i e s  

T o t a l  
comprehens ive  
i ncome 

Purchases and 
o ther  changes 
i n  
noncont ro l l ing  
in te res t  in 

2 0 0 8 - 1 2 - 3 1  

2 0 0 8 -  1 2 - 3 1  

2 0 0 8 - 1 2 - 3 1  

2 

2 0 , 1 0 6  1 , 6 0 7  ( 3 0 6 )  ( 4 1 )  ( 2 8 )  ( 3 5 1 )  2 0 , 9 8 8  

1 2 0 , 1 0 6  1 , 6 0 7  ( 3 0 6 )  ( 4 1 )  ( 2 8 )  ( 3 5 1 )  2 0 , 9 8 8  

1 , 0 7 5  1 , 0 7 5  

3 2 3  

1 4  

3 2 3  

1 d 2 ]  

[71 

1 4  

1 6 3  

1 6 3  

1 0  

1 8  

2 8  - 

(55 )  



5 4 6  5 4 6  

s u b s i d i a r i e s  

C o m m o n  s t o c k  3 7  
issuances ,  
i n c l u d i n g  
d iv idend 
r e i n v e s t m e n t  
and emp loyee  
benef i t s  (in 
shares)  
C o m m o n  s t o c k  5 4 6  
issuances ,  
i n c l u d i n g  
d i v i d e n d  
r e i n v e s t m e n t  
a n d  emp loyee  
b e n e f i t s  

d i v i d e n d s  
C o m m o n  s t o c k  (1 ,222)  (1 ,222)  (1,222) 

O t h e r  ( 5 )  ( 5 )  ( 5 )  

End ing  Ba lance 1 , 3 0 9  
( i n  shares) a t  

End ing  Ba lance $ 1 $ 2 0 , 6 6 1  $ 1 , 4 6 0  $ 1 7  $ ( 2 2 )  $ ( 3 1 )  $ ( 3 3 6 )  $ 2 1 , 7 5 0  $ 1 3 6  $ 2 1 , 8 8 6  
a t  2 0 0 9 - 1 2 - 3 1  

2 0 0 9 -  1 2 - 3  1 

[1] - Net  unrea l i zed  gains ( losses) on cash f low hedges, n e t  o f  $1 t a x  expense i n  2009, $6 t a x  expense i n  2 0 0 8  and $ 9  t a x  benef i t  i n  
2 0 0 7 .  

[ 2 ]  - Reclassi f icat ion i n t o  earn ings  f r o m  cash f low hedges, n e t  o f  $ 1 0  tax  expense in 2009, $2  tax  expense i n  2008  and zero in 2007  

[ 3 ]  - Net  ac tuar ia l  ga in  n e t  o f  $54 tax  expense i n  2007.  

[ 4 ]  - Net  of zero tax  expense i n  2007. 

[ 8 ]  - N e t  ac tuar ia l  loss n e t  o f  $ 1 2  tax  benef i t  i n  2 0 0 9  and $159 t a x  b e n e f i t  in 2008. 

[ 5 1  - Net  o f  $ 4  t a x  benef i t  i n  2 0 0 9  and $18 tax  benef i t  in 2008.  

[ 6 ]  - Net  o f  $2 t a x  expense in 2009  and $ 5  tax  benef i t  i n  2 0 0 8  

[7]  - Net  of $4  t a x  expense i n  2009  and $8 tax  benef i t  i n  2008.  

[ 9 ]  - N e t  o f  $16 tax  expense  in 2009.  



Sta tement  Of Shareholders Equ i t y  A n d  Other  Comprehens ive  i n c o m e  (Parenthetical) 

Reclass i f icat ion i n t o  earn ings f r o m  cash f low hedges, t ax  expense 

Ne t  actuar ia l ( loss)gain,  t ax  expense 

Other ,  t a x  expense 

Unreal ized loss on  inves tmen ts  i n  auct ion ra te  securit ies, t ax  expense 

Reclass i f icat ion o f  (ga in )  losses on  i nves tmen ts  i n  auc t i on  ra te  secur i t ies  and  o the r  avai lab le-  
for -sa le secur i t ies  i n t o  earnings, t a x  expense 

Unreal ized ga in  ( loss) on  i nves tmen ts  i n  avai lab le- for -sa le secur i t ies ,  t ax  expense 

Pension a n d  OPEB r e l a t e d  a d j u s t m e n t s  to  AQCI,  t ax  expense - ~ 

4 8 

8 16 

1 0  2 0 

1 2  1 5 9  5 4  
0 

4 18 
2 5 



Summary  of Sign i f i can t  Accoun t ing  Po l ic ies  

,urnrnary 
f 1. Summary of Significant Accounting P o l i c i e s  

'ignifica"t Nature o f  Operations and Basis of Consolidation. Duke Energy Corporation (collectively with its subsidiaries, Duke Energy), is an energy 
,ccounting company primarily located in the Americas. Duke Energy operates in the United States (U S ) primarily through its wholly-owned subsidiaries, Duke 
'Ol ic ieS Energy Carolinas, LLC (Duke Energy Carolinas), Duke Energy Ohio, Inc. (Duke Energy Ohio), Duke Energy Indiana. Inc. (Duke Energy Indiana) and 

Duke Energy Kentucky. Inc. (Duke Energy Kentucky). as well as in South and Central America through International Energy. See Note 2 for further 
information on Duke Energy's operations and its reportable business segments. These Consolidated Financial Statements include, after eliminating 
intercompany transactions and balances, the accounts of Duke Energy and all majority-owned subsidiaries where Duke Energy has control, and 
those variable interest entities where Duke Energy is the primary beneficiary These Consolidated Financial Statements also reflect Duke Energy's 
proportionate share of certain generation and Iransmission facilities in South Carolina, Ohio, Indiana and Kentucky. 

On January 2, 2007, Duke Energy completed the spin-off to shareholders of its natural gas businesses. The primary businesses that remained 
with Duke Energy post-spin are the U.S Franchised Electric and Gas business segment, the Commercial Power business segment and the 
International Energy business segment. See Note 2 for further information on Duke Energy's business segments. Assets and liabilities of entities 
included in the spin-off of Spectra Energy Corp (Spectra Energy) were transferred from Duke Energy on a historical cost basis on the date of the 
spin-off transaction. No gain or loss was recognized on the distribution of these operations to Duke Energy shareholders. Approximately $20 5 billion 
of assets, $14 9 billion of liabilities (which included approximately $8 6 billion of debt) and $5.6 billion of common stockholders' equity (which included 
approximately $1 0 billion of accumulated other comprehensive income) were distributed from Duke Energy as of the date of the spin-off 

Use of Estimates. To conform to generally accepted accounting principles (GAAP) in Ihe United States. management makes estimates and 
assumptions that affect the amounts reported in the Consolidated Financial Statements and Notes Although these estimates are based on 
management's best available information at the time, actual results could differ 

Cost-Based Regulation. Duke Energy accounts for certain of its regulated operations in accordance with applicable regulatory accounting 
guidance The economic effects of regulation can result in a regulated company recording assets for costs that have been or are expected to be 
approved for recovery from customers in a future period or recording liabilities for amounts that are expected to be returned to customers in the 
rate-selling process in a period different from the period in which the amounts would be recorded by an unregulated enterprise Accordingly, Duke 
Energy records assets and liabilities that result from the regulated ratemaking process that would not be recorded under GAAP for non-regulated 
entities. Regulatory assets and liabilities are amortized consistent with the treatment of the related cost in the ratemaking process Management 
conlinually assesses whether regulatory assets are probable of future recovery by considering factors such as applicable regulatory changes, 
recent rate orders applicable to other regulated entities and the status of any pending or potential deregulation legislation. Additionally, management 
continually assesses whether any regulatory liabilities have been incurred Based on this continual assessment, management believes the existing 
regulatory assets are probable of recovery and thal no regulatory liabilities, other than those recorded, have been incurred These regulatory assets 
and liabilities are primarily classified in the Consolidated Balance Sheets as Regulatory Assels and Deferred Debits and Deferred Credits and Other 
Liabilities. respectively Duke Energy periodically evaluates the applicability of regulatory accounting lrealment by considering factors such as 
regulalory changes and the impact of competition. I f  cosl-based regulation ends or competition increases, Duke Energy may have to reduce its 
asset balances l o  reflect a market basis less than cosl and write-off the associated regulalory assels and liabilities. For further information see Note 
4 

In order to apply regulatory accounting trealment and record regulatory assets and liabiltties. certain criteria must be met. In determining whether 
the criteria are met for ils operations, managemenl makes significant judgments. including delermining whether revenue rates for services provided 
to customers are subject to approval by an independent. third-party regulalor, whether Ihe regulated rates are designed lo recover specific costs of 
providing the regulated service, and a determination of whether. in view of the demand for Ihe regulated services and the level 01 competition. it is 
reasonable to assume that rates set at levels that will recover the operations costs can be charged to and collected from customers This final 
criterion requires consideration of anticipated changes in levels of demand or competition. direct and indirect, during the recovery period for any 
capitalized costs. If facts and circumstances change so that a portion of Duke Energy's regulated operations meet all of the scope criteria when 
such criteria had not been previously met, regulatory accounling treatment would be reapplied lo all or a separable portion of the operations. Such 
reapplication includes adjusting the balance sheet for amounts that meet the definition of a regulatory asset or regulatory liability Refer to the 
following section titled. "Reapplication of Regulatory Accounting Treatmenl to Portions of Generation in Ohio " 

Fuel  Cost Referrals. Fuel expense includes fuel costs or other recoveries that are deferred through fuel clauses established by Duke Energy's 
regulators These clauses allow Duke Energy to recover fuel cosls, 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. 

Reapplication o f  Regulatory Account ing Treatment to Port ions of Generation in Ohio. Commercial Power's generation operations in the 
Midwesl include generation assets located in Ohio that are dedicated to serve Ohio native load cuslomers These assets, as excess capacity allows, 
also generate revenues through sales outside the native load customer base, and such revenue is termed non-native 

Prior to December 17, 2008, Commercial Power did not apply regulatory accounting lreatmenl lo any of its operations due to the comprehensive 
electric deregulation legislation passed by the stale of Ohio in 1999 As discussed further in Note 4 .  in April 2008, new legislation, Ohio Senate Bill 
221 (SB 22 t ) <  was passed in Ohio and signed by Ihe Governor of Ohio on May 1. 2008 The new law codified the Public Utililies Commission of 
Ohio's (PUCO) authority to approve an electric utility's standard service offer either through an Electric Security Plan (ESP) or a Market Rate Opiion 
(MRO). which is a price determined through a compelitive bidding process On July 31, 2008, Duke Energy Ohio filed an ESP and, with certain 
amendments, the ESP was approved by the PUCO on December 17, 2008 The approval of the ESP on December 17. 2008 resulted in the 
reapplication of regulatory accounting lreatment to certain portions of Commercial Powers operations as of that date The ESP became effective on 
January 1, 2009 

From January 1. 2005 through December 31, 2008, Commercial Power operated under a Rate Stabillzalion Plan (RSP). which was a market- 
based standard service offer Although the RSP contalned cerlain trackers that enhanced the polentlal for cosl recovery, there was no assurance of 
stranded cost recovery upon the expiration of the RSP on December 31, 2008 since tt was inillally anltcipated that there would be a move to full 
competitive markets upon Ihe expiratlon of the RSP Accordingly, Commerctal Power did not apply regulatory accounting trealment to any of its 
generation operations prior l o  December 17. 2008 In connection with the approval of the ESP, Duke Energy reassessed whether Commercial Power's 
generalion operalions me1 Ihe criteria for regulalory accounting lrealnienl as S B  221 substantially increased the PUCO's oversight authority over 
generation in the stale of Ohio, including giving the PUCO complete approval of generation rates and the establishment of an earnings test to 
determine i f  a utility has earned significantly excessive earnings Duke Energy determined that certain costs and related rates (riders) of 
Commercial Power's operalions related to generation serving native load niet llle necessary accounling criteria for regulatory accounting treatment 



I as SB 221 and Duke Energy Ohio's approved ESP enhanced the recovery mechanism for certain costs of its generation serving native load and 
increased the likelihood that these operations will remain under a cost recovery model for certain costs for the remainder of the ESP period. 

Under the ESP, Commercial Power bills for its native load generation via numerous riders. SB 221 and the ESP resulted in the approval of an 
enhanced recovery mechanism for certain of these riders, which includes, but is not limited to. a price-to-compare fuel and purchased power rider 
and certain portions of a price-to-compare cost of environmental compliance rider Accordingly, Commercial Power began applying regulatory 
accounting lrealment to the corresponding RSP riders that enhanced the recovery mechanism for recovery under the ESP on December 17, 2008. 
The remaining portions of Commercial Power's Ohio native load generation operations, revenues from which are reflected in rate riders for which the 
ESP does not specifically allow enhanced recovery, as well as all generation operations associated with non-native customers, including Commercial 
Power's Midwest gas-fired generation assets, continue to not apply regulatory accounting as those operations do not meet the necessary accounting 
criteria Moreover, generation remains a competitive market in Ohio and native load customers continue to have the ability to switch to alternative 
suppliers for their electric generalion service. As customers switch. there is a risk that some or all of the regulatory assets will not be recovered 
through the established riders. In assessing the probability of recovery of its regulalory assets established for its native load generation operations, 
Duke Energy continues to monitor the amount of native load customers that have switched lo alternative suppliers. At December 31, 2009, 
management has concluded that the established regulatory assets are still probable of recovery even though there have been increased levels of 
customer switching. 

Despite certain portions of the Ohio native load operations not meeting the criteria for applying regulatory accounting treatment. all of 
Commercial Power's Ohio native load operations' rales are subject to approval by the PUCO, and thus lhese operations are referred lo here-in as 
Commercial Power's regulated operations. Accordingly, beginning January 1, 2009, these revenues and corresponding fuel and purchased power 
expenses are recorded in Regulated Electric within Operating Revenues and Fuel Used in Electric Generation and Purchased Power-Regulated within 
Operating Expense, respectively, on the Consolidated Statements of Operations. 

The reapplication of regulatory accounting treatment to generation in Ohio on December 17. 2008, as discussed above, resulted in an 
approximate $67 million after-tax (approximately $103 million pre-tax) extraordinary gain related to mark-to-market losses previously recorded in 
earnings associated with open forward native load economic hedge contracls for fuel, purchased power and emission allowances, which the RSP and 
ESP allow to be recovered through a fuel and purchase power (FPP) rider There were no other immediate income statement impacts on the date of 
reapplication of regulatory accounting. A corresponding regulatory asset was established for the value of these contracts 

Cash and  Cash Equivalents. All highly liquid investments with maturities of three months or less at the date of acquisition are considered cash 
equivalents. 

Restricted Cash. At December 31, 2009 and 2008, Duke Energy had approximately $38 million and $85 million, respectively, of restricted cash 
related primarily to proceeds from debt issuances that are held in trust for the purpose of funding future environmental construction or maintenance 
expenditures Restricted cash balances are reflected within both Other within Current Assets and Other within Investments and Other Assets on the 
Consolidated Balance Sheets 

Inventory. Inventory is comprised of amounts presented in the table below and is recorded primarily using the average cost method Inventory 
related to Duke Energy's regulated operations is valued at historical cost consistent with ratemaking treatment Materials and supplies are recorded 
as inventory when purchased and subsequenlly charged to expense or capitalized to plant when installed Inventory related to Duke Energy's non- 
regulated operations is valued at the lower of cost or market 

Components of Inventory 

December 31, 

Materials and supplies 
Coal held for electric generation 
Natural gas 

2009 2008 

(in mi l l ions) 

$ 705 S 661 
748 47  1 
62 3 

Total inventory $1.515 S1.135 

Effective November 1 2008 Duke Energy Ohio and Duke Energy Kentucky executed agreements with a third party to transfer litle of natural 
gas inventory purchased by Duke Energy Ohio and Duke Energy Kentucky lo Ihe third parly Under the agreements lhe gas inventory was stored 
and managed for Duke Energy Ohio and Duke Energy Kentucky and was delivered on demand As a resull of the agreements [he combined natural 
gas invenlory of approximately $81 million being held by a third parly as of December 31 2008 was classified as Other within Current Assets on the 
Consolidated Balance Sheets 

The gas storage agreements noted above expired on October 31, 2009 Effective November 1 2009 Duke Energy Ohio and Duke Energy 
Kentucky executed agreements with a different third party Under the new agreements the gas inventory IS being stored and managed for Duke 
Energy Ohio and Duke Energy Kenlucky and will be delivered on demand However title of the natural gas inventory remains with Duke Energy 
Ohio and Duke Energy Kentucky The new gas storage agreements will expire on October 31 201 1 

Investments in Debt and Equity Securities. Duke Energy classifies investments into two categories - trading and available-for-sale Trading 
securities are reported at fair value in the Consolidated Balance Sheets with net realized and unrealized gains and losses included in earnings each 
period Available-for-sale securities are also reported at fair value on the Consolidated Balance Sheets with unrealized gains and losses included in 
Accumulated Other Comprehensive Income (AOCI) or a regulatory asset or liabilily unless it is determined that the carrying value of an investment 
is other-than-lemporarily impaired Other-than temporary rmpairments related to equity Securities and the credi! loss portion of deb1 securities are 
included in earnings unless deferred in accordance with regulatory accounting trealment Investments in debt and equity securities are classified as 
either short-term investments or long-term investments based on management s intent and ability to sell these securities laking into consideration 
illiquidity factors in the current markets with respect to certain investments that have historically provided for a high degree of liquidity such as 
investments in auction rate debt securities 

See Note 10 for further information on the investments in debt and equity securities including investments held in the Nuclear 
Decommissioning Trust Fund (NDTF) 

Goodwi l l  Duke Energy performs an annual goodwill impairment test as of August 71 each year and updates the test between annual tests if 



events or circumstances occur lhat would more likely than no1 reduce Ihe fair value of a reporting unit below its carrying value Duke Energy 
performs the annual review for goodwill impairment at the reporting unit level, which Duke Energy has determined to be an operaling segment or one 
level below. 

The annual lest of the potential impairment of goodwill requires a two step process Step one of the impairment tesl involves comparing the 
estimated fair values of reporting units with their aggregate carrying values, including goodwill If the carrying amount of a reporting unit exceeds the 
reporting unit's fair value, step two must be performed to determine the amount, if any, of the goodwill impairment loss I f  the carrying amount is 
less than fair value, further testing of goodwill impairment is not performed. 

Step two of the goodwill impairment test involves comparing the implied fair value of tlie reporting unit's goodwill against the carrying value 01 
the goodwill. Under step two, determining the implied fair value of goodwill requires the valuation of a reporting unit's identifiable tangible and 
intangible assets and liabilities as if the reporting unit had been acquired in a business combination on the testing date The difference between the 
fair value of the entire reporting unit as determined in step one and the net fair value of all identifiable assets and liabilities represents the implied 
fair value of goodwill. The goodwill inipairment charge, if any, would be the difference between the carrying amount of goodwill and the implied fair 
value of goodwill upon the completion of step two 

For purposes of the step one analyses, determination of reporting units' fair value is typically based on a combination of the income approach, 
which estimates the fair value of Duke Energy's reporting units based on discounted future cash flows, and the market approach, which estimates 
the fair value of Duke Energy's reporting units based on market comparables within the utility and energy industries. 

See Note 11 for further information, including discussion of an approximate $371 million goodwill impairment charge recorded during the year 
ended December 31,2009. 

Long-Lived Asset Impairments. Duke Energy evaluates whether long-lived assets. excluding goodwill, have been impaired when circumstances 
indicate the carrying value of those assets may not be recoverable. For such long-lived assets, an impairment exists when its carrying value 
exceeds the sum of estimates of the undiscounted cash flows expected to result from the use and eventual disposition of the asset. When 
alternative courses of action to recover the carrying amoiinl of a long-lived asset are under consideration, a probability-weighted approach is used 
for developing estimates of future undiscounted cash flows If the carrying value of the long-lived asset is not recoverable based on these 
estimated future undiscounted cash flows, the impairment loss is measured as the excess of the carrying value of the asset over its fair value, 
such that the asset's carrying value is adjusted to its estimated fair value 

Management assesses the fair value of long-lived assets using commonly accepted techniques, and may use more than one source Sources 
to determine fair value include, but are not limited lo. recent third party comparable sales, internally developed discounted cash flow analysis and 
analysis from outside advisors Significant changes in market conditions resulting from events such as, among others, changes in commodity 
prices or the condition of an asset. or a change in management's intent to utilize the asset are generally viewed by management as triggering events 
to re-assess the cash flows related to the long-lived assets 

See Note 11 for further information regarding a long-lived asset impairment charge recorded during the year ended December 31. 2009 

Property, Plant and Equipment. Property, plant and equipment are stated at the lower of historical cost less accumulated depreciation or fair 
value, if impaired. For regulated operations, Duke Energy capitalizes all construction-related direct labor and material costs, as well as indirect 
construclion costs Indirect costs include general engineering, taxes and the cost of funds used during construction (see "Allowance for Funds lJsed 
During Construction (AFUDC) and Interest Capitalized," discussed below) The cost of renewals and betlerments that extend the useful life of 
property, plant and equipment are also capitalized The cost of repairs, replacements and major maintenance projects, which do not extend the useful 
life or increase the expected output of the asset, is expensed as incurred Depreciation is generally computed over the estimated useful life of the 
asset using the composite straight-line method The composite weighted-average depreciation rates, excluding nuclear fuel. were 3 30% for 2009, 
3.1 1% for 2008, and 3 19% for 2007. Depreciation studies are conducted periodically to update the composite rates and are approved by the various 
slate commissions 

When Duke Energy retires its regulated property, plant and equipment, il charges the original cos1 plus lhe cost of retirement, less salvage 
value, to accumulated depreciation When it sells entire regulated operating units, or retires or sells non-regulaled properties, the cost IS removed 
from the property account and the relaled accumulated depreciation and amortization accounts are reduced. Any gain or loss is recorded in earnings, 
unless otherwise required by tile applicable regulatory body 

See Note 14 for further information on the components and estimated useful lives of Duke Energy's property. plan1 and equipmenl balance 

Nuclear Fuel. Amortization of nuclear fuel purchases is included within Fuel Used in Electric Generation and Purchased Power-Regulaled in the 
Consolidated Statements of Operations The amortization is recorded using the units-of-production method. 

Allowance fo r  Funds Used During Construct ion and Interest  Capitalized. In accordance with applicable regulatory accounting guidance, 
Duke Energy records AFUDC. which represents the esliniated debt and equity costs of capilal funds necessary to finance tlie construction of new 
regulated facilities Both the debt and equity components of AFUDC are non-cash amounts within the Cotisolldated Statements of Operations 
AFUDC is capitalized as a component of the cost of Property, Plant and Equipment, with an offsetting credit to Other Income and Expenses, net on 
the Consolidated Statements of Operations for the equity component and as an offset to Interest Expense on the Consolidated Statements of 
Operations for the debt component. After construction is completed, Duke Energy is permitted lo recover these costs through inclusion in the rate 
base and lhe corresponding depreciation expense or nuclear fuel expense 

AFUDC equity is recorded in the Consolidated Statements of Operations on an afler-tax basis and is a permanent difference item for income 
tax purposes (i e , a permanent difference between financial statement and income tax reporting), thus reducing Duke Energy's income tax expense 
and effective tax rete during the construction phase in which AFUDC equity is being recorded The effective tax rale is subsequently increased in 
future periods when the completed property. plant and equipment is placed in service and depreciation of the AFUDC equity commences See Note 
6 for information related to the impacts of AFUDC equity on Duke Energy's effective tax rate 

For non-regulated operations, interesl is capitalized during the construction phase in accordance wilh the applicable accounting guidance 

Asset Retirement Obligations. Duke Energy recognizes asset reliremenl obligations for legal obligations associated with the retirement of long- 
lived assets that result from the acquisition, construction, development and/or normal use of the asset, and for conditional asset retirement 
obligations The lerm conditional asset reliremenl obligation refers to a legal obligation to perform an asset retirement activity in which tlie timing and 
(or) method of settlement are conditional on a future event that may or may not be within the control of Ihe entity The obligalion to perform the 
asset retirement activity is unconditional even though uncertainty exists about the timing and (or) method of settlement Thus, the timing and (or) 
method of settlement may be condilional on a future event When recording an asset retirement obligation. the present value of the projected ltabtltty 
is recognized in the period in which it is incurred, if a reasonable estimate of fair value can be made The present value of the liability is added lo the 
carrying amount of the associated asset This additional carrying amount is then depreciated over the estimated useful life of the assel See Note 7 
for further informalion regarding Duke Energy's asset relirenienl obligations 

Revenue Recogni t ion and Unbi l led Revenue. Revenues on sales of electricity and gas are recognized when eilher tlie service is provided or 

I ,  



the product is delivered. Operating revenues include unbilled electric and gas revenues earned when service has been delivered but not billed by the 
end of the accounting period. Unbilled retail revenues are estimated by applying an average revenue per kilowatt-hour (kWh) or per thousand cubic 
feet (Mcf) for all customer classes to the number of estimated kWh or Mcfs delivered but not billed Unbilled wholesale energy revenues are 
calculated by applying the contractual rate per megawatt-hour (MWh) to the number of estimated MWh delivered but not yet billed. Unbilled wholesale 
demand revenues are calculated by applying the contractual rate per megawatt (MW) to the MW volume delivered but not yet billed. The amount of 
unbilled revenues can vary significantly from period to period as a result of numerous factors. including seasonality, weather, customer usage 
patterns and customer mix. Unbilled revenues, which are primarily recorded as Receivables on the Consolidated Balance Sheets and exclude 
receivables sold to Cinergy Receivables Company, LLC (Cinergy Receivables), were approximately $460 million and $390 million at December 31, 
2009 and 2008, respectively Additionally. Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana sell, on a revolving basis, nearly all 
of their retail accounts receivable and a portion of their wholesale accounts receivable and related collections to Cinergy Receivables, a bankruptcy 
remote, special purpose entity that is a wholly-owned limited liability company of Cinergy Corp. (Cinergy). a wholly-owned subsidiary of Duke 
Energy. The securitization transaction was structured to meet the criteria for sale accounting treatment under the accounting guidance for transfers 
and servicing of financial assets and, accordingly, the transfers of receivables are accounted for as sales Receivables for unbilled retail and 
wholesale revenues of approximately $238 million and $266 million at December 31, 2009 and 2008, respectively. were included in the sales of 
accounts receivables to Cinergy Receivables. See Note 21 for additional information regarding Cinergy Receivables including the impacts of 
adoption of new accounting rules which require the consolidation of Cinergy Receivables. 

Account ing fo r  Risk Management, Hedging Activit ies and Financial Instruments. Duke Energy may use a number of different derivative 
and non-derivative instruments in connection with its commodity price, interest rate and foreign currency risk management activities. including 
swaps, futures, forwards and options All derivative instruments not designated as hedges and not qualifying for the normal purchaselnormal sale 
(NPNS) exception within the accounting guidance for derivatives are recorded on the Consolidated Balance Sheets at their fair value Duke Energy 
may designate qualifying derivative instruments as either cash flow hedges or fair value hedges, while others either have not been designated as 
hedges or do not qualify as a hedge (hereinafter referred to as undesignated contracts). For all contracts accounted for as a hedge, Duke Energy 
prepares formal documentation of the hedge in accordance with the accounting guidance for derivatives In addition, at inception and at least every 
three months thereafter, Duke Energy formally assesses whether the hedge contract is highly effective in offsetting changes in cash flows or fair 
values of hedged items Duke Energy documents hedging activity by transaction type (futureslswaps) and risk management strategy (commodity 
price risklinterest rate risk) 

See Note 8 for additional information and disclosures regarding risk management activities and derivative transactions and balances 

Captive Insurance Reserves. Duke Energy has captive insurance subsidiaries which provide insurance coverage, on an indemnity basis, to 
Duke Energy entities as well as certain third parties. on a limited basis, for various business risks and losses, SlJCh as property, business interruption 
and general liability Liabilities include provisions for estimated losses incurred but not yet reported (IBNR), as well as provisions for known claims 
which have been estimated on a claims-incurred basis IBNR reserve estimates involve the use of assumptions and are primarily based upon 
hislorical loss experience, industry data and other actuarial assumptions. Reserve estimates are adjusted in future periods as actual losses differ 
from historical experience. 

Duke Energy, through its captive insurance entities, also has reinsurance coverage, which provides reimbursement to Duke Energy for certain 
losses above a per incident andlor aggregate retention. Duke Energy recognizes a reinsurance receivable for recovery of incurred losses under its 
captive's reinsurance coverage once realization of the receivable is deemed probable by its captive insurance companies. 

Unamortized Debt Premium, Discount and Expense. Premiums, discounts and expenses incurred with the issuance of outstanding long-term 
debt are amortized over the terms of the debt issues. Any call premiums or unamortized expenses associated with refinancing higher-cost debt 
obligations to finance regulated assets and operations are amortized consistent with regulatory treatment of those items, where appropriate. The 
amortization expense is recorded as a component of interest expense in the Consolidated Statements of Operations and is reflected as Depreciation 
and amortization within Net cash provided by operating activities on the Consolidated Statements of Cash Flows. 

Loss Contingencies and Environmental  Liabilities. Duke Energy is involved in certain legal and environmental matters that arise in the 
normal course of business Contingent losses are recorded when it is determined that it is probable that a loss has occurred and the amount of the 
loss can be reasonably estimated When a range of the probable loss exists and no amount within the range is a better estimate than any other 
amount, Duke Energy records a loss contingency at the minimum amount in the range Unless otherwise required by GAAP, legal fees are expensed 
as incurred Environmental liabilities are recorded on an undiscounted basis when the necessity for environmental remediation becomes probable and 
the costs can be reasonably estimated, or when other potential environmental liabilities are reasonably estimable and probable. Duke Energy 
expenses environmental expenditures related to conditions caused by past operations that do not generate current or future revenues Certain 
environmental expenses receive regulatory accounting treatment, under which the expenses are recorded as regulatory assets Environmental 
expenditures related to operations that generate current or future revenues are expensed or capitalized. as appropriate 

See Note 16 for further information 

Pension and Other Post-Retirement Benefit Plans. Duke Energy maintains qualified, non-qualified and other post-retirement benefit plans 
See Note 20 for information related to Duke Energy's benefit plans, including certain accounting policies associated with these plans 

Severance and Special Termination Benefits. Duke Energy has an ongoing severance plan under which, in general, the longer a terminated 
employee worked prior to termination the greater the amount of severance benefits Duke Energy records a liability for involuntary severance once 
an involuntary severance plan is committed to by management, or sooner, if involuntary severances are probable and the related severance 
benefits can be reasonably estimated For involuntary severance benefits that are incremental to its ongoing severance plan benefits, Duke Energy 
measures the obligation and records the expense at its fair value at the communication date if there are no future service requirements, or, if future 
service is required to receive the termination benefit, ratably over the service period From time to time, Duke Energy offers special termination 
benefits under voluntary severance programs Special termination benefits are measured upon employee acceptance and recorded immediately 
absent a significant retention period If a signiiicant retention period exists, the cost of the special termination beneflts are recorded ratably over the 
remaining service periods of the affected employees Employee acceptance of voluntary severance benefits is determined by management based 
on the facts and circumstances of the special termination benefits being offered 

Guarantees. Upon issuance or modification of a guarantee, Duke Energy recognizes a liability at Ihe time of issuance or material modification 
for the estimated fair value of the obligation it assumes under that guarantee. if any Fair value is estimated using a probability-weighted approach 
Duke Energy reduces the obligation over the term of the guarantee or relaled contract in a systematic and rational method as risk is reduced under 
the obligation Any additional contingent loss for guaranlee contracts subsequent lo the initial recognitton of a liabiltty in accordance with applicable 
accounting guidance is accounted for and recognized at the time a loss is probable and the amount of the loss can be reasonably estimated 

Duke Energy has entered into various indemnification agreements related l o  purchase and sale agreements and other types of contractual 
agreements with vendors and other third parties These agreements typically cover environmental. tax. litigation and other matters. as well as 
breaches of representations, warranties and covenants Typically, claims may be made by third parties for various periods of  time, depending on the 
nature of the claim Duke Energy's potential exposure under these indemnification agreements can range from a specified to an unlimited dollar 
amount. depending on the nature of the claim and the particular transaction See Note 17 for further information 

Stock-Based Compensation. For employee awards equity classified stock-based compensation cost IS measured at the grant date, based on 



the fair value of the award, and is recognized as expense over the requrslte service period, which generally begins on the date the award is granted 
through the earlier of the date the award vests or the date the employee becomes retirement eligible Share-based awards, including stock options, 
granted to employees that are already retirement eligible are deemed to have vested immediately upon issuance, and therefore. compensation cost 
for those awards is recognized on the date such awards are granted See Note 19 for further information 

Other Liabil it ies. At December 31, 2009 and 2008, approximately $257 million and $195 million, respectively. of liabilities associated with 
vacation accrued are included in Other within Current Liabilities on the Consolidated Balance Sheets As of December 31, 2009, this balance 
exceeded 5% of total current liabilities 

Accounting For Purchases and Sales of Emission Allowances. Emission allowances are issued by the Environmental Protection Agency 
(EPA) at zero cost and permit the holder of the allowance to emit certain gaseous by-products of fossil fuel combustion, including sulfur dioxide 
(502) and nitrogen oxide (NOx). Allowances may also be bought and sold via third party transactions or consumed as the emissions are generated. 
Allowances allocated to or acquired by Duke Energy are held primarily for consumption. Duke Energy records emission allowances as Intangible 
Assets on its Consolidated Balance Sheets at cost and recognizes the allowances in earnings as they are consumed or sold. Gains or losses on 
sales of emission allowances by regulated businesses that do not provide for direct recovery through a cost tracking mechanism and non-regulated 
businesses are presented on a net basis in Gains (Losses) on Sales of Other Assets and Other, net, in the accompanying Consolidated Statements 
of Operations. For regulated businesses that provide for direct recovery of emission allowances, any gain or loss on sales of recoverable emission 
allowances are included in the rate structure of the regulated entity and are deferred as a regulatory asset or liability. Future rates charged to retail 
customers are impacted by any gain or loss on sales of recoverable emission allowances and, therefore, as the recovery of the gain or loss is 
recognized in operating revenues, the regulatory asset or liability related to the emission allowance activity is recognized as a component of Fuel 
Used in Electric Generation and Purchased Power-Regulated in the Consolidated Statements of Operations. Purchases and sales of emission 
allowances are presented gross as investing activities on the Consolidated Statements of Cash Flows. See Note 11 for discussion regarding the 
impairment of the carrying value of certain emission allowances in 2008. 

Income Taxes. Duke Energy and its subsidiaries tile a consolidated federal income tax return and other state and foreign jurisdictional returns as 
required Deferred income taxes have been provided for temporary differences between the GAAP and tax carrying amounts of assets and 
liabilities These differences create taxable or tax-deductible amounts for future periods Investment tax credits (ITC) associated with regulated 
operations are deferred and are amortized as a reduction of income tax expense over the estimated useful lives of the related properties 

Duke Energy records unrecognized tax benefits for positions taken or expected to be taken on tax returns, including the decision to exclude 
certain income or transactions from a return, when a more-likely-than-not threshold is met for a tax position and management believes that the 
position will be sustained upon examination by the taxing authorities Management evaluates each position based solely on the technical merits and 
facts and circumstances of the position, assuming the position will be examined by a taxing authority having full knowledge of all relevant 
informalion Duke Energy records the largest amount of the unrecognized tax benefit that is greater than 50% likely of being realized upon settlement 
or effective settlement. Management considers a tax position effectively settled for the purpose of recognizing previously unrecognized tax benefits 
when the following conditions exist: (i) the taxing authority has completed its examination procedures, including all appeals and administrative reviews 
that the taxing authority is required and expected to perform for the tax positions, (ii) Duke Energy does not intend to appeal or litigate any aspect of 
the tax position included in the completed examination, and (iii) it is remote that the taxing authority would examine or reexamine any aspect of the 
tax position See Note 6 for further information 

Deferred taxes are not provided on translation gains and losses where Duke Energy expects earnings of a foreign operation to be indefinitely 
reinvesled 

Duke Energy records, as it relates to taxes, interest expense as Interest Expense and interest income and penalties in Other Income and 
Expenses, net. in the Consolidaled Slatements of Operations 

Accounting for Renewable Energy Tax Credits and Grants Under the American Recovery Act of 2009. In 2009, The American Recovery 
and Reinvestment Act of 2009 (the Stimulus Bill) was signed into law, which provides tax incentives in the form of ITC or cash grants for renewable 
energy facililies and renewable generation properly eilher placed in service through specified dales or for which construction has begun prior to 
specified dales. Under the Stimulus Bill, Duke Energy may elect an ITC, which is determined based on a percentage of the tax basis of the qualified 
property placed in service, for property placed in service after 2008 and before 2014 (2013 for wind facilities) or a cash grant, which allows entities 
to elect to receive a cash grant in lieu of the ITC for certain property either placed in service in 2009 or 2010 or for which construction begins in 2009 
and 2010 When Duke Energy elects either the ITC or cash grant on Commercial Power's wind facilities that meet the stipulations of the Stimulus 
Bill, Duke Energy reduces the basis of the property recorded on the Consolidated Balance Sheets by the amount of the ITC or cash grant and, 
therefore, the ITC or grant benefit is recognized ratably over the life of the associated asset. Additionally, certain tax credits and government grants 
received under the Stimulus Bill provide for an incremental initial tax depreciable base in excess of the carrying value for GAAP purposes, creating 
an initial deferred tax asset equal to the tax effect of one half of the ITC or government grant Duke Energy records the deferred tax benefit as a 
reduction to income tax expense in the period that the basis difference is created 

Excise Taxes Certain excise taxes levied by state or local governments are collected by Duke Energy from its customers. These taxes, which 
are required to be paid regardless of Duke Energy's ability to collect from the custonher, are accounted for on a gross basis. When Duke Energy 
acts as an agent. and the tax is not required to be remitted if it is not collected from the customer, the taxes are accounted for on a net basis Duke 
Energy's excise taxes accounted for on a gross basis and recorded as operating revenues in the accompanying Consolidated Statements of 
Operations were approximately $276 million. $278 million and $277 million for the years ended December 3 1 ,  2009, 2008 and 2007, respectively 

Foreign Currency Translation. The local currencies of Duke Energy's foreign operations have been determined to be their functional 
currencies except for certain foreign operations whose functional currency has been determined to be the U S Dollar, based on an assessment of 
the economic circumstances of the foreign operation Assets and liabilities of foreign operations, except for those whose functional currency is the 
U S Dollar are translated into U S Dollars at the exchange rates at period end Translation adjustments resulting from fluctuations in exchange 
rates are included as a separate componenl of AOCl Revenue and expense accounts of these operations are translated at average exchange rates 
prevailing during the year Gains and losses arising from balances and transactions denominated in currencies other than the functional currency are 
included in the results of operations in the period in which they occur See Note 22 for additional information on gains and losses primarily associated 
with International Energy's remeasurement of certain cash and debt balances into the reporting entity's functional currency and transaction gains and 
losses 

Statements of Consolidated Cash Flows Duke Energy ihas made certain classification elections within its Consolidated Statements of Cash 
Flows Cash flows from discontinued operations are combined with cash flows from continuing operations within operating, investing and financing 
cash flows within the Consolidated Statements of Cash Flows With respect to cash overdrafts, book overdrafts are included wilhin operating cash 
flows while bank overdrafts are included within financing cash flows 

Dividend Restrictions and Unappropriated Retained Earnings. Duke Energy does not have any legal, regulatory or other restrictions on 
paying common stock dividends to shareholders However, as further described in Note 4 .  due to conditions established by regulators at the time of 
the Duke EnergyiCinergy merger in April 2006, certain wholly-owned subsidiaries have reslrictions on paying dividends or otherwise advancing funds 
to Duke Energy AI December 31, 2009 and 2008. an insignificant amount of Duke Energy's coiisolidated Retained Earnings balance represents 
undistributed earthings of equity method investments 



New Accounting Standards. The following new accounting standards were adopted by Duke Energy during the year ended December 31, 2009 
and the impact of such adoption, if applicable has been presented in the accompanying Consolidated Financial Statements: 

Financial Accounting Sfandards Board's (FASB) Accounting Sfandards Codificafion (ASC) lOti-Genera/Iy Accepted Accounfing Principles (ASC 
105). In June 2009, the FASB amended ASC 105 for the ASC. which identifies the sources of accounting principles and the framework for selecting 
the principles used in the preparation of financial statements of nongovernmental entities that are presented in conformity with GAAP Rules and 
interpretive releases of the Securities and Exchange Commission (SEC) under authority of federal securities laws are also sources of authoritative 
GAAP On the effective date of the changes to ASC 105, which was for financial statements issued for interim and annual periods ending after 
September 15, 2009, the ASC supersedes all then-existing non-SEC accounting and reporting standards. Under the ASC. all of its content carries the 
same level of authority and the GAAP hierarchy includes only two levels of GAAP: authoritative and non-authoritative. While the adoption of Ihe 
ASC did not have an impact on the accounting followed in Duke Energy's consolidated financial statements, the ASC impacted the references to 
authoritative and non-aulhoritative accounting literature contained within the Notes 

ASC 805-Busfness Combinations (ASC 805) In December 2007, the FASB issued revised guidance related to the accounting for business 
combinations This revised guidance retained the fundamental requirement that the acquisition method of accounting be used for all business 
combinations and that an acquirer be identified for each business combination This statement also established principles and requirements for how 
an acquirer recognizes and measures in its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling (minority) 
interests in an acquiree. and any goodwill acquired in a business combination or gain recognized from a bargain purchase. For Duke Energy, this 
revised guidance is applied prospectively to business combinations for which the acquisition date occurred on or after January 1, 2009. The impact 
to Duke Energy of applying this revised guidance for periods SLJbSeqUent to implementation will be dependent upon the nature of any transactions 
within the scope of ASC 805. The revised guidance of ASC 805 changed the accounting for income taxes related to prior business combinations, 
Such as Duke Energy's merger with Cinergy. Effective January 1 ,  2009, the resolution of any tax contingencies relating to Cinergy that existed as 
of the date of the merger are required to be reflected in the Consolidated Statements of Operations instead of being reflected as an adjustment to 
the purchase price via an adjustment to goodwill. 

ASC 810-Consolidations (ASC 810) In December 2007, the FASB amended ASC 810 to establish accounting and reporting standards for the 
noncontrolling (minority) interest in a subsidiary and for the deconsolidation of a subsidiary and to clarify that a noncontrolling interest in a subsidiary 
is an ownership interest in a consolidated entity that should be reported as equity in the consolidated financial statements. This amendment also 
changed the way the consolidated income statement is presented by requiring consolidated net income to be reported at amounts that include the 
amounts attributable to both the parent and the nonconlrolling interest. In addition. this amendment established a single method of accounting for 
changes in a parent's ownership interest in a subsidiary that do not result in deconsolidation For Duke Energy, this amendment was effective as of 
January 1 ,  2009, and has been applied prospectively. except for ceriain presentation and disclosure requirements that were applied retrospectively 
The adoption of these provisions of ASC 810 impacted the presentation of noncontrolling interests in Duke Energy's Consolidated Financial 
Statements, as well as the calculation of Duke Energy's effective tax rate 

ASC 815-Derivafives and Hedging (ASC 815) In March 2008, the FASB amended and expanded the disclosure requirements for derivative 
instruments and hedging activities required under ASC 815 The amendments to ASC 815 requires qualitative disclosures about objectives and 
strategies for using derivatives, volumetric data. quantitative disclosures about fair value amounts of and gains and losses on derivative 
instruments, and disclosures about credit-risk-related contingent features in derivative agreements. Duke Energy adopted these disclosure 
requirements as of January 1, 2009 The adoption of the amendments to ASC 815 did not have any impact on Duke Energy's consolidated results 
of operalions, cash flows or financial position See Note 8 for the disclosures required under ASC 815 

ASC 7r5-Compensafion-Retirement Benefits (ASC 715) In December 2008, the FASB amended ASC 715 to require more detailed disclosures 
about employers' plan assets, concentrations of risk within plan assets, and valuation techniques used to measure the fair value of plan assets 
Additionally, companies will be required lo disclose lheir pension assets in a fashion consistent with ASC 820-Fair Value Measurements and 
Disclosures(i e , Level 1, 2, and 3 of the fair value hierarchy) along with a roll-forward of the Level 3 values each year. For Duke Energy, these 
amendments lo ASC 715 were effective for Duke Energy's Form 10-K for the year ended December 31, 2009 The adoption of these new diSCloSlJre 
requirements did not have any impacl on Duke Energy's results of operations, cash flows or financial position See Note 20 for the disclosures 
required under ASC 71 5 

The following new accounting standards were adopted by Duke Energy during lhe year ended December 31, 2008 and the impact of such 
adoption. i f  applicable, has been presented in Ihe accompanying Consolidated Financial Statements: 

ASC 820 - Fair Value Measurenienls and Dfsclosures (ASC 820) Refer to Note 9 lor required fair value disclosures 

ASC 825 - Financial lnsfrumenls (ASC 825) ASC 825 permits, but does not require, entities to elect to measure many financial instruments and 
certain other items at fair value See Nole 9 

ASC 860 - Transfers and Servrcfng ( A X  860) and ASC 810 In December 2008, the FASB amended the disclosure requirements related to 
transfers and servicing of financial assets and variable interest enlilies (VIES) to require public enlilies to provide additional disclosures about 
transfers of financial assets and lo require public enterprises l o  provide additional disclosures about their involvement with VIES Additionally, certain 
disclosures were required to be provided by a public enlerprise that is (a) a sponsor that has a variable interest in a VIE and (b) an enterprise that 
holds a significant variable interest in a qualifying special-purpose entity (OSPE) but was not the transferor (nontransferor enterprise) of financial 
assets lo the OSPE. The new disclosure requirements are intended to provide greater transparency to financial statement users about a transferor's 
continuing involvement with transferred financial assets and an enterprise's involvement with VIES The new disclosure requiremenls were effective 
for Duke Energy beginning December 31. 2008 The additional requirements of ASC 810 did not Ihave any impact on Duke Energy's consolidated 
results of operations, cash flows or financial position See Nole 21 for additional information. 

The following new accounting standards were adopted by Duke Energy during the year ended December 31. 2007 and the impact of such 
adoption, i f  applicable. has beeii presented in the accompanying Consolidated Financial Statements: 

ASC 715 In October 2006 the FASB issued accounting rules that changed the recognition and disclosure provisions and measurement date 
requirements tor an employer's accounting for defined benefit pension and other post-retirement plans The recognition and disclosure provisions 
require an employer lo ( 1 )  recognize the funded status of a benefil plan-measured as the difference between plan assets at fair value and the 
benefit obligation-in its statement of linancial position (2) recognize as a component of other comprehensive income, net of tax, the gains or 
losses and prior service costs or credits that arise during the period but are not recognized as components of ne1 periodic benefit cost. and 
(3) disclose in the notes to financial statements certain additional information These new accounting rules did not change the amounts recognized in 
the income statement as net periodic benefit cost Duke Energy recognized the funded status of its defined benefil pension and other post- 
retirement plans and provided the required additional disclosures as of December 31, 2006 The adoption of these new accounting rules did not have 
a material impact on D u k e  Energy.s consolidated results of operations or cash flows 

Uiider the  new measurement dale requirements. an employer is required to measure defined benefit plan assets and obligations as of the date 
of the employer's fiscal year-end siatenienl of  linancial position (with limited exceptions) Historically, Duke Energy measured its plan assets and 
obligations u p  to three months prior to the fiscal year-end, as allowed under the authoritative accounting literature Duke Energy adopled the change 
in measurement date effective .January 1 .  2007 by remeasuring plan assels and benefit obligations as of that date. pursuanl to the transition 
requirements of  the new accounting rules See Note 20 



ASC 740 - Income Taxes (ASC 740). In July 2006, the FASB provided new guidance on accounting for income tax positions about which Duke 
Energy has concluded there is a level of uncertainty with respect to the recognition of a tax benefit in Duke Energy's financial statements This 
guidance prescribed the minimum recognilion Ihreshotd a tax positton is required lo meet. Tax positions are defined very broadly and include not only 
tax deductions and credits but also decisions not to file in a particular jurisdiction, as well as the taxability of transactions Duke Energy adopted this 
new accounting guidance effective January 1, 2007 See Note 6 for additional information 

The following new Accounting Standard Updates (ASU) have been issued, but have not yet been adopted by Duke Energy, as of December 31, 
2009: 

ASC 860. In June 2009, the FASB issued revised accounting guidance for transfers and servicing of financial assets and extinguishment of 
liabilities, to require additional information about transfers of financial assets, including securitization transactions. as well as additional information 
about an enterprise's continuing exposure to the risks related to transferred financial assets This revised accounting guidance eliminates the concept 
of a qualifying special-purpose entity (QSPE) and requires those entities which were not subject to consolidation under previous accounting rules to 
now be assessed for consolidation. In addition, this accounting guidance clarifies and amends the derecognition criteria for transfers of financial 
assets (including transfers of portions of financial assets) and requires additional disclosures about a transferor's continuing involvement in 
transferred financial assets. For Duke Energy, this revised accounting guidance is effective prospectively for transfers of financial assets occurring 
on or after January 1. 2010, and early adoption of this statement is prohibited. Since 2002, Duke Energy Ohio, Duke Energy Indiana, and Duke 
Energy Kentucky have sold, on a revolving basis, nearly all of their accounts receivable and related collections through Cinergy Receivables, a 
bankruptcy-remote QSPE. The securitization transaction was structured to meet the criteria for sale accounting treatment, and accordingly, Duke 
Energy has not consolidated Cinergy Receivables, and the transfers have been accounted for as sales Upon adoption of this revised accounting 
guidance, the accounting treatment and/or financial statement presentation of Duke Energy's accounts receivable securitization programs will be 
impacted as Cinergy Receivables will be consolidated by Duke Energy as of January 1 .  2010 See Note 21 for additional information 

ASC 810 - In June 2009, the FASB amended existing consolidation accounting guidance to eliminate the exemption from consolidation for 
QSPEs, and clarified, but did not significantly change, the criteria for determining whether an entity meets the definition of a VIE This revised 
accounting guidance also requires an enterprise to qualitatively assess the determination of the primary beneficiary of a VIE based on whether that 
enterprise has both the power to direct matters that most significantly impact the activities of a VIE and the obligation to absorb losses or the right to 
receive benefits of a VIE that could potentially be significant to a VIE In addition. this revised accounting guidance modifies existing accounting 
guidance to require an ongoing evaluation of a VIE'S primary beneficiary and amends the types of events that trigger a reassessment of whether an 
entity is a VIE Furthermore, this accounting gLJidanCt? requires enterprises to provide additional disclosures about their involvement with VIES and 
any significant changes in their risk exposure due lo  that involvernenl For Duke Energy, this accounting guidance is effective beginning on 
January 1 ,  2010, and is applicable to all entities in which Duke Energy is involved with, including entities previously subject to existing accounting 
guidance for VIES. as well as any QSPEs that exist as of the effective date. Early adoption of this revised accounting guidance is prohibited. Upon 
adoption of this revised accounting guidance, the accounting treatment and/or financial statement presentation of Duke Energy's accounts 
receivable securitization programs will be impacted as Cinergy Receivables will be consolidated by Duke Energy effective January 1 ,  2010 Duke 
Energy is currently evaluating the potential impact of the adoption of this revised accounting guidance on its other interests in VIES and is unable to 
estimate at this lime the impact of adoption on its consolidated results of operations, cash flows or financial position. 
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Duke Energy operates the following business segments, which are all considered reportable business segments: U.S Franchised Electric and 
Gas, Commercial Power and International Energy There is no aggregation of operating segments within Duke Energy's reportable business segments. 
Duke Energy's management believes these reportable business segments properly align the various operations of Duke Energy with how the chief 
operating decision maker views the business Duke Energy's chief operating decision maker regularly reviews financial information about each of 
these reportable business segments in deciding how to allocate resources and evaluate performance 

U S  Franchised Electric and Gas generates, transmits, distributes and sells electricity in central and western North Carolina, western South 
Carolina, central, north central and southern Indiana, and northern Kenlucky. U S Franchised Electric and Gas also transmits. and distributes 
electricily in southwestern Ohio. Additionally, US.  Franchised Electric and Gas transports and sells natural gas in southwestern Ohio and northern 
Kentucky. It conducts operations primarily through Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky. 
These electric and gas operalions are subject to the rules and regulations of the Federal Energy Regulalory Commission (FERC), the North Carolina 
Utilities Commission (NCUC), the Public Service Commission of South Carolina (PSCSC), the PUCO, the Indiana Utility Regulatory Commission 
(IURC) and the Kentucky Public Service Commission (KPSC) The subslantial majority of U.S. Franchised Electric and Gas' operations are regulated 
and, accordingly, these operations qualify for regulatory accounting treatment 

Commercial Power owns, operates and manages power planls and engages in the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants as well as other contractual positions. Commercial Power's generation asset fleet consists of Duke Energy 
Ohio's regulated generation in Ohio and the five Midwestern gas-fired non-regulated generation assets that were a portion of the former Duke Energy 
North America (DENA) operations. Commercial Power's assets, excluding wind energy generation assets. comprise approximately 7,550 ne1 MW of 
power generation primarily located in the Midwestern United States The asset portfolio has a diversified fuel mix with base-load and mid-merit coal- 
fired units as well as combined cycle and peaking natural gas-fired units. Effective January 2009, the generation asset output in Ohio is contracted 
under the ESP through December 31, 201 1. As discussed further in Notes 1 and 4 ,  beginning on December 17. 2008, Commercial Power reapplied 
regulatory accounting treatment to certain portions of its operations due to the passing of SB 221 and the approval of the ESP. Commercial Power alsc 
has a retail sales subsidiary, Duke Energy Retail Sales (DERS). which is certified by the PUCO as a Competitive Retail Electric Service (CRES) 
provider in Ohio. DERS serves retail electric customers in Southwest, West Central and Northern Ohio with generation and other energy services at 
competitive rates During 2009, due to increased levels of cuslomer switching as a result of the competitive markets in Ohio. DERS has focused on 
acquiring customers that had previously been served by Duke Energy Ohio under the ESP. as well as those previously served by other Ohio 
franchised utilities Commercial Power also develops and implements customized energy solutions Through Duke Energy Generation Services, Inc 
and its affiliates (DEGS). Commercial Power develops, owns and operates electric generation for large energy consumers, municipalities, utilities and 
industrial facilities DEGS currently manages 6,150 MW of power generation at 21 facilities throughout the U S In addition. DEGS engages in the 
development, construction and operation of wind energy projects Currently. DEGS has approximately 735 net MW of wind energy generating capacity 
in commercial operation, approximately 250 MW of wind energy under construction and more than 5,000 MW of wind energy projects in development 
DEGS is also developing transmission, solar and biomass projects 

International Energy principally operates and manages power generation facilities and engages in sales and marketing of electric power and natural 
gas outside the U S I t  conducts operalions primarily through Duke Energy Internalional, LLC and its affiliates and ils activities principally target power 
generation in Latin America Additionally, lnternalional Energy owns equity investmenls in National Methanol Company (NMC), located in Saudi Arabia, 
which is a leading regional producer of methanol and methyl tertiary butyl ether (MTBE), and Attiki Gas Supply S A (Attiki). which is a natural gas 
distributor located in Athens, Greece See Note 12 for addilional information related l o  the mvestment in Attiki subsequent to December 31. 2009. 

The remainder of Duke Energy's operalions is presented as Other While it is not considered a business segment, Other primarily includes certain 
unallocated corporate costs, Bison Insurance Company Limited (Bison). Duke Energy's wholly-owned, captive insurance subsidiary, Duke Energy's 
effective 50% interest in the Crescent JV (Crescent) and DukeNet Communications. LLC (DukeNel) and related telecommunications Additionally, 
Other includes Duke Energy Trading and Marketing, LLC (DETM). which is 40% owned by ExxonMobil and 60% owned by Duke Energy, and 
management is currently in the process of winding down Unallocated corporate costs include certain costs not allocable to Duke Energy's reportable 
business segments, primarily governance costs. costs to achieve mergers and divestitures (such as the Cinergy merger and spin-off of Spectra) and 
costs associated with certain corporate severance programs Bison's principal aclivities as a captive insurance entity include the insurance and 
reinsurance of various business risks and losses, suck as property, business interruption and general liability of subsidiaries and affiliates of Duke 
Energy On a limited basis, Bison also participates in reinsurance activities with certain third parlies Crescent. which develops and manages high- 
quality commercial, residential and multi-family real estate projects primarily in the Southeasterr and Southwestern U s. filed Chapter 1 1  petitions in a 
U S. Bankruptcy Court in June 2009. As a result of recording its proportionate share of impairment charges recorded by Crescent during 2008, the 
carrying value of Duke Energy's investment balance in Crescent is zero and Duke Energy discontinued applying the equity method of accounting to 
its investment in Crescent in the third quarter of 2008 and has riot recorded its proportionate share of any Crescent earnings or losses in subsequent 
periods. See Note 12 for additional information related to Crescent DukeNet develops, owns and operates a fiber optic communications network, 
primarily in the Southeast U S , serving wireless, local and long-distance communications companies, internet service providers and other businesses 
and organizations 

Duke Energy's reportable business segments offer differenl products and services or operate under different competitive environmenls and are 
managed separately Accounting policies for Duke Energy's segments are the same as those described in Note 1 Management evaluates segment 
performance based on earnings before interest and taxes from continuing operations (excluding certain corporate governance costs), after deducting 
amounts attributable to noncontrolling inteiests related to those profits (EBIT) On a segment basis, EBlT excludes discontinued operations, represents 
all profits from continuing operations (both operating and non-operating) before deducling inlerest, laxes and certain allocated governance cosls. and is 
net of the expenses attributable to noncontrolling interests related to those profits Segmenl EBlT includes transactions belween reportable segments 

Cash, cash equivalents and short-term investments are managed centrally by Duke Energy. so the associated interest and dividend income on 
those balances, as well as realized and unrealized gains and losses from foreign currency remeasurement and transactions. are excluded from Ihe 
segments' EBlT 

Business Segment Data@) 

Segment EBlTl Capital and 
Consolidated Investment 

Income Depreciation Expenditures 
Segment 

Revenues Revenues Revenues Operations before Amortization Acquisit ions Assets" 
Unaffiliated lntersegment Total f rom Cont inuing and and 

Income Taxes 



(in mi l l ions) 

Year Ended 

1J S Franchised Electric 
December 3$, 2009 

and Gas $ 9,392 $ 41 $ 9,433 S 2,321 $ 1,290 $ 3,560 $ 42,763 

International Energy 1,158 - 1,158 365 81 128 4,067 
Commercial Power(c) 2,109 5 2,114 27 206 688 7,345 
- 

Total reportable 
segments 12,659 46 12,705 2,713 1,577 4,376 54,175 

Other 72 56 128 (251) 79 181 2,736 
Eliminations and 

- __ 129 reclassifications - (102) (102) 
Interest expense - - - 
interest income and 

other(d) - - 
Add back of 

__ 
- - __ (751) 

- 102 _I_ - I 

noncontrolling interest 
component of 
reportable segment 
and Other EEIT - - - I_ - __ 18 - 

$ 1,656 $ 4,557 $ 57,040 Total consolidated $ 12,731 $ -  $ 12,731 S 1,831 

Year Ended 
December 31, 2008 

U S Franchised Electric 
and Gas $ 10,130 $ 29 $ 10,159 S 2,398 $ 1,326 $ 3,650 $ 39,556 

Commercial Power 1,817 9 1.826 264 174 870 7.467 
International Energy 1.185 __ 1,185 411 84 161 3,309 --~ 

Total reportable 
segnients 13.132 38 13.170 3,073 1,584 4,681 50,332 

Other@) 75 59 134 (568) 86 24 1 2,605 
Eliminations and 

- 140 
Interest expense _. - -- - - (74 1 ) 
Interest income and 

Add back of 

I_ __ 
I 

(97) (97) reclassifications - 

- - __ - - 117 othedd) - 
noncontrolling interest 
component of 
reportable segment 
and Other EBlT _- __ - - _I __ - 10 -- 
Total consolidated $ 13,207 $ - $ 13,207 5 1,891 $ 1,670 $ 4,922 $ 53,077 

Year Ended 
December 31,2007 

U S Franchised Electric 
and Gas $ 9,715 $ 25 $ 9,740 $ 2,305 $ 1,437 $ 2,613 $ 35.95C 

Commercial Power 1.870 1 1  1,881 278 169 442 6,826 
International Energy 1,060 - 1,060 388 79 74 3,707 

Total reportable 
segments 12,645 36 12,681 2,971 1,685 3,129 46,482 

Other 75 92 167 (260) 61 3 53 3,17E 
Eliminations and 

__ 27 (1 28) 
Interest expense - - 
Interest income and 

other(d) - - 
Add back of 

noncontrolling interest 
component of 
reportable segment 
and Other EBlT 

reclassifications - - - (128) 
- - - 

_I (685) 

__ 20 1 - - - 

- - __ - - - 9 

Capital and Segment EElTl 
Consolidated Investment 

Income Depreciation Expenditures 
Unaffiliated lntersegment Total f rom Cont inuing and and Segmenl 
Revenues Revenues Revenues Operations before Amortization Acquisit ions Assetstb) 

Income Taxes 

( in mi l l ions) 

Total consolidated $ 12,720 $ - -  $ 12,720 S 2,236 S 1,746 5 3.282 $ 49,68€ 

(a) Segment results exclude results of entities classified as discontinued operalions 



(b) 

(c) 

Includes assets held for sale and assets of entities in discontinued operations See Nole 12 for description and carrying value of 
investments accounted for under the equity method of accounting within each segment 
As discussed further in Note 11, during the year ended December 31, 2009, Commercial Power recorded impairment charges of 
approximately $4 13 million, which consists primarily of a goodwill impairment charge associated with its Midwest non-regulated 
generation assets. 
Other within interest income and other includes foreign currency transaction gains and losses and additional noncontrolling interest 
expense not allocated to the segment results. 
As discussed further in Note 12, Duke Energy recorded its proportionate share of impairment charges recorded by Crescent of 
approximately $238 million during the year ended December 31, 2008 

(d) 

(e )  

Geographic Data 

U S .  Lat in  Consol idated 
Americara) 

[ in  mi l l ions) 

2009 
Consolidated revenues 
Consolidated long-lived assets 
2008 
Consolidated revenues 

$ 11,573 $ 1,158 $ 12,731 
41,043 2,561 43,604 

$ 12,022 $ 1,185 $ 13,207 
Consolidated long-ltved assels 37,866 2,065 39,931 
2007 
Consolidated revenues 
Consolidated long-lived assets 

$ 11,660 $ 1,060 $ 12,720 
33,746 2.298 36,044 

(a) Change in amounls of long-lived assets in Latin America is primarily due lo foreign currency translation adjustments on property, plant 
and equipmenl and other long-lived asset balances. 
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3. Acquisitions and Dispos i t ions  of B u s i n e s s e s  and S a l e s  of Other A s s e t s  

acquisitions in consolidated earnings after the purchase date 
Acquisitions. Duke Energy consolidates assets and liabilities from acquisitions as of the purchase date, and includes earnings from 

In June 2009, Duke Energy completed the purchase of the remaining approximale 24% noncontrolling interest in the Aguaytia Integrated 
Energy Projecl (Aguaytia), located in Peru, for approximately $28 million Subsequent to this transaction, Duke Energy owns 100% of Aguaytia. As 
the carrying value of the noncontrolling interest was approximately $42 million at the date of acquisition. Duke Energy's consolidated equity 
increased approximalely $14 million as a result of this transaction. Cash paid for acquiring this additional ownership interest is included in 
Distributions to noncontrolling interests within Net cash provided by (used in) financing activities on the Consolidated Statements of Cash Flows. 

In June 2009, Duke Energy acquired Norlh Allegheny Wind. LLC (Norlh Allegheny) in Western Pennsylvania for approximately $1 24 million 
The fair value of tlie net assets acquired were determined primarily using a discounted cash flow model as the output of North Allegheny is 
contracted for 23 ' /2 years under a fixed price purchased power agreement. Substantially all of the fair value of the acquired net assets has been 
allribuled lo property, plant and equipment. There was no goodwill associated with this transaction. North Allegheny owns 70 MW of power 
generating assets that began commercially generating electricity in the third quarter of 2009. 

On September 30. 2008, Duke Energy completed the purchase of a portion of Saluda River Electric Cooperative, Inc 's (Saluda) ownership 
interest in the Catawba Nuclear Station Under the terms of the agreement, Duke Energy paid approximately $150 million for the additional 
ownership interest in the Catawba Nuclear Station Following the closing of the transaction. Duke Energy owns approximately 19% of the Catawba 
Nuclear Station. No goodwill was recorded as a result of this transaction. See Note 4 for discussion of the NCUC and the PSCSC approval of 
Duke Energy's petition requesting an accounting order to defer incremental costs incurred from the purchase of this additional ownership interest. 

In September 2008, Duke Energy acquired Catamount Energy Corporation (Catamount), a leading wind power company located in Rutland, 
Vermont. This acquisition included over 300 MW of power generating assets, including 283 net MW in the Sweetwater wind power facility in West 
Texas, and 20 net MW of biomass-fueled cogeneration in New England and also included approximately 1,750 MW of wind assets with the potential 
for development in the U S and Uniled Kingdom This transaction resulted in a purchase price of approximately $245 million plus the assumption of 
approximately $80 million of debt. The purchase accounting entries consisted of approximately $190 million of equity method investments, 
approximately SI 17 million of intangible assets related to wind development rights. approximately $70 million of goodwill, none of which is deductible 
for tax purposes, and approximately S80 million of debt See "dispositions" below for a discussion of the subsequent sale of two projects acquired 
as part of the Catamount lransaction 

In May 2007, Duke Energy acquired the wind power developmenl assets of Energy Investor Funds from Tierra Energy. The purchase included 
more than 1.000 MW of wind assets in various stages of development in the Western and Southwestern U S and supports Duke Energy's strategy 
to increase its investment in renewable energy A significant portion of the purchase price was for intangible assets Three of the developmenl 
projects, totaling approximately 240 MW, are located in Texas and Wyoming Two of these projects went into commercial operation during 2008, with 
the other project beginning commercial operalion in 2009 

The pro forma resulls of operations for Duke Energy as if those acquisitions discussed above which closed prior to December 31, 2009 
occurred as of the beginning of the periods presented do no1 materially differ from reported results 

Disposi t ions.  In the first quarter of 2009. Duke Energy completed tlie sale of two United Kingdom wind projecls acquired in the Catamount 
acquisition No gain or loss was recognized on these transactions As these projects did not meet the definition of a disposal group as defined within 
(he applicable accounting guidance, these projects were not reflecled as held for sale on the Consolidated Balance Sheets prior to the completion of 
the sale. 

On January 2. 2007, Duke Energy completed the spin-off of its natural gas businesses See Note 1 and Note 13 for additional information. 

Other Asset Sales. For the year ended December 31, 2009, Ihe sale of other assets resulted in approximately $63 million in proceeds and net 
pre-tax gains of approximately $36 million, which IS recorded in Gains (Losses) on Sales of Other Assets and Other, net. in the Consolidated 
Slatements of Operations These gains primarily relate lo sales of emission allowances by U.S Franchised Electric and Gas and Commercial 
Power. 

For the year ended December 31, 2008. the sale of oilier assets resulted in approximalely $87 million in proceeds and ne1 pre-lax gains 01 
approximately $69 million, which is recorded in Gains (Losses) on Sales of Olher Assets and Other. net. in the Consolidated Statements of 
Operations These gains primarily relate l o  Commercial Power's sales of emission allowances 

For the year ended December 31. 2007, the sale of other assets restilted in approximately $32 niillion in proceeds and net pre-tax losses of 
approximately $5 million, which is recorded in Gains (Losses) on Sales of Other Assets and Other, net. in the Consolidated Statements of 
Operalions These losses primarily relate to Commercial Power's sales of emission allowances that were written up to fair value in purchase 
accounting in conneclion with Duke Energy s merger with Cinergy in April 2006 



Regulatory Mat ters  

egu la to ry  

l a t t e r s  4. Regulatory Matters 

Regulatory A s s e t s  and Liabilities. 

The substantial majority of U.S. Franchised Electric and Gas' operations and certain portions of Commercial Power's operations apply regulatory 
accounting treatment. Accordingly, these businesses record assets and liabilities that result from the regulated ratemaking process that would not be 
recorded under GAAP for non-regulated entities. See Note 1 for further information. 

Duke Energy's Regulatory Assets and Liabil it ies: 

As of December 31, 

RecoverylRefunc 
2009 2008 Period Ends(*) 

R e q u l a t o r v M &  
Net regulatory asset related to income taxes@) 
Accrued pension and post retirementld) 
ARO costs and NDTF assets(d) 
Regulatory transition charges(d) 
Gasification services agreement buyout costs (d) 

Deferred debt expense@) 
Vacation accruaW 
Post-in-service carrying costs and deferred operating expense 
Under-recovery of fuel costs(')(") 
Regional Transmission Organization (RTO) costs(") 
Hedge costs and other deferrals@')(') 
Storm cost deferralsld) 
Forward contracts to purchase emission allowances(h) 
Allen Steam StationlSaluda River deferrals(t')(l) 
Over-distribution of Bulk Power Marketing sharing (q 
Other(h) 

Total Regulatory Assets 

Requlalow Liabilities@) 
Removal costs(C)(') 
Nuclear property and liability reserves(c)(k) 
Demand-side management co~tsO)(~) 
Accrued pension and other post-retirement benefits ('I 
Gas purchase costs(') 
Over-recovery of fuel costs(m)u) 
Under-distribution of Bulk Power Markeling sharing (") 
Commodity contract termination settlement(') 
Other(') 

Total Regulatory Liabilities 

(a) All regulatory assets and liabilities are excluded from rate base unless otherwise noled 
(b) RecoverylRefund period varies for these items with some currently unknown 
(c l  Included in rate base 

( in  mi l l ions) 

$ 557 
1,295 

90 1 
73 

145 
151 
142 
95 

182 
16 
81 
38 

2 
63 
30 

115 

$ 3.886 

-- 
- 
$ 2,277 

188 
156 
91 
29 

218 
13 
30 

106 

$ 3,108 

$ 625 ( 0 )  

1,261 (b) 

1,016 2043 
138 201 1 
175 2018 
160 2039 
137 2010 
101 (0) 

163 201 1 
20 (9) 

107 201 1 
36 fb) 

33 201 1 
__ 2014 
__ 201 1 
105 lb) 

$ 4,077 - 
$ 2.162 (9) 

184 2043 
134 IP) 
- (b) 

14 2010 
60 2011 
23 2010 

__ 2014 
101 (b) 

$ 2,678 - 
. I  

(d) Included in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets 
(e) Included in Other Current Assets on the Consolidated Balance Sheets 
( f )  Included in Accounts Receivable and Other Assets on the Consolidated Balance Sheets 
(9) North Carolina portion of approximalely $7 million lo be recovered in rates through 2012. Soulh Carolina portion of approximately $9 million to be 

recovered in retail rates through 2014 
(11) Included in Other Current Assets and Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 
(i) Included in Other Deferred Credils and Olher Liabilities on the Consolidated Balance Sheets 
(i) Duke Energy is required to pay interest on the otttstanding balance 
(k) Included in Other Current Liabilities and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 
(I) Included in Accounts Payable on the Consolidated Balance Sheets 
(m) Included in Accounts Payable and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 
(n) Included in Other Current Liabilities on the Consolidated Balance Sheets 
(0)  Recovery is over the life of the associated asset 
(p) Incurred costs were deferred and are being recovered in rates U S Franchised Electric and Gas is over-recovered for approximately $140 

million of these cosls in Ihe South Carolina jurisdiction at December 31, 2009 South Carolina over-recovery will be refunded via a rate rider 
implemented February 2010 that is expected to return these funds over approximately three years, dependent on volume of sales in that 
jurisdiclion 

(4) Liability is extinguished over the lives of the associated assets 
(r) Approximately $75 million and $95 million of the balance at December 31. 2009 and 2008, respectively. relates to mark-to-market deferrals 

associaled with open native load hedge posilions at Commercial Power 



(s) Represents the latest recovery period across all jurisdictions in which Duke Energy operates Regulatory asset and liability balances may be 
collected or refunded sooner than the indicated date in certain jurisdictions 

(1) North Carolina has approved earning a return on the outstanding balance South Carolina will not earn a return during the refund period 
( ( I )  Approximately $88 million and an insignificant amount at December 31, 2009 and 2008, respectively, relates to under collections of Commercial 

Power's native load fuel costs 

Restr ict ions on the Abi l i t y  of Ceriain Subsidiaries to  Make Dividends, Advances and  Loans to Duke Energy Corporation. As a 
condition to the Duke Energy and Cinergy merger approval, the PUCO, the KPSC, the PSCSC, the IURC and the NCUC imposed conditions (the 
Merger Conditions) on the ability of Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana to lransfer funds 
to Duke Energy through loans or advances, as well as reslricled amounts available to pay dividends to Duke Energy. Duke Energy's public utility 
subsidiaries may not transfer funds to the parent lhrough intercompany loans or advances; however, certain subsidiaries may transfer funds to the 
parent by obtaining approval of the respective state regulatory commissions. Addilionally, the Merger Conditions imposed the following restrictions on 
the ability of the public utility subsidiaries to pay cash dividends: 

Duke Energy Carolinas. Under the Merger Conditions, Duke Energy Carolinas must limit cumulative distributions to Duke Energy Corporation 
subsequent to the merger to (i) the amount of retained earnings on the day prior to the closing of Ihe merger, plus (ii) any future earnings recorded by 
Duke Energy Carolinas subsequent to the merger. 

Duke Energy Ohio. Under the Merger Conditions, Duke Energy Ohio will not declare and pay dividends out of capital or unearned surplus without 
the prior authorization of the PUCO. In September 2009, the PUCO approved Duke Energy Ohio's request to pay dividends out of paid-in capital up 
to the amount of tlie pre-merger retained earnings and to maintain a minimum of 20% equity in its capital structure. 

Duke Energy Ken/ucky Under the Merger Conditions. Duke Energy Kentucky is required to pay dividends solely out of retained earnings and to 
maintain a minimum of 35% equity in its capital structure. 

Duke Energy lndiana Under the Merger Conditions, Duke Energy Indiana shall limit cumulative distributions paid subsequent to the Duke Energy- 
Cinergy merger to (i) the amount of retained earnings on the day prior to the closing of the merger plus (ii) any future earnings recorded by Duke 
Energy Indiana subsequent to the merger In addition, Duke Energy Indiana will not declare and pay dividends out of capital or unearned surplus 
without prior authorization of the IURC. 

Additionally, certain other subsidiaries of Duke Energy have restrictions on their ability to dividend, loan or advance funds to Duke Energy due lo  
specific legal or regulatory restrictions, including, but not limited to, minimum working capital and tangible net worth requirements. 

At December 31, 2009, Duke Energy's consolidated subsidiaries had reslricled net assels of approximately $10 5 billion that may not be 
transferred to Duke Energy without appropriate approval based on the aforementioned merger conditions 

U S .  Franchised Electric and Gas. 

Rate Related lnformat ion The NCUC. PSCSC, IURC and KPSC approve rates for retail electric and gas services within their states. The 
PUCO approves rates for retail gas and electric service within Ohio, except that non-regulated sellers of gas and electric generation also are allowed 
to operate in Ohio (see "Commercial Power" below). The FERC approves rates for electric sales to wholesale customers served under cost-based 
rates. 

Duke Energy Carolinas North Carolina 2007 Rate Case On December 20, 2007, the NCUC issued its Order Approving Stipulation and 
Deciding Non-Settled Issues (Order), which required that Duke Energy Carolinas' test period for operating costs reflect an annualized level of the 
merger cost savings actually experienced in the test period However, the NCllC recognized lhal its treatment of merger savings would not produce 
a fair result. Therefore. on February 18, 2008, the NCUC issued an order authorizing a 12-month increment rider, beginning January 2008, of 
approximately $80 million designed to provide a more equitable sharing of the actual merger savings achieved on an ongoing basis Duke Energy 
Carolinas implemented the rate rider effective January 1. 2008 and terminated the rider effective .January 1, 2009 The Order ultimately resulted in 
an overall average rate decrease of 5% in 2008, increasing to 7% upon expiration of this one-time rate rider 

Duke Energy Carolinas 2009 North Carolina Rate Case. On June 2. 2009, Duke Energy Carolinas filed an Application for Adjustment of 
Rates and Charges Applicable to Electric Service in Norlh Carolina to increase its base rates The Application was based upon a historical test year 
consisting of the 12 months ended December 31. 2008. On October 20, 2009, Duke Energy Carolinas entered into a settlement agreement with the 
North Carolina Public Staff Two organizations representing industrial customers joined the settlement on October 22. 2009 The terms of the 
agreement include a base rate increase of $31 5 million (or approximately 8%) phased in primarily over a two-year period beginning January 1, 2010. 
In order to mitigate the impact of the increase on customers, the agreement provides for (i) a one-year delay in the collection of financing costs 
related to the Cliffside modernization projecl until January 1, 201 1; and (ii) the accelerated return of certain regulatory liabilities to customers which 
lower the total impact lo customer bills to an increase of approximately 7% in lhe near-term The proposed settlement included a 10 7% return on 
equity and a capilal strucfure of 52 5% equity and 47.5% long-term debt. Additionally, Duke Energy Carolinas agreed not to file another rate case 
before 201 1 with any changes to rates taking effect no sooner than 2012 The NCUC approved the settlement agreemenl in full by order dated 
December 7 ,  2009 The new rates were effective and implemented on January 1, 2010. 

Duke Energy Carolinas 2009 South Carolina Rate Case On July 27, 2009, Duke Energy Carolinas filed ils Application for Aulhorily to 
Increase and Adjust Rates and Charges for an increase in rates and charges in South Carolina including approval of a charge to customer bills to pay 
for Duke Energy Carolinas' new energy efficiency efforts Parties to the proceeding include the South Carolina Office of Regulatory Staff (ORs). 
the South Carolina Energy Users Committee (SCEUC). and the South Carolina Green Party D u k e  Energy Carolinas, ORs. and SCEUC filed a 
settlement agreement on November 24. 2009, recommending. (i) a S74 million increase in base rates, (ii) an allowed return on equity of 11% with rates 
set at a return on equity of 10 7 %  and capital structure of 53% equity, and (iii) various riders including one that provides for the relurn of DSM 
charges previously collected from customers over three years, and another that provides for a storm reserve provision allowing nuke Energy 
Carolinas to collect $5 million annually (up to a maximum funding level of $50 million accumulating in reserves) lo be used against large storm costs 
in any particular period On January 20, 2010, lhe PSCSC approved the selllement agreement in full including the cost recovery mechanism for the 
energy efficiency effort The new rates were effective February 1, 2010 

Duke Energy Ohio Electr ic Rate Fi l ings New legislation (SB 221) codifies the PUCO s authority lo approve an electric ulilily's standard 
generation service offer through an ESP, which would allow for pricing structures similar to those under the historic RSP Electric utilities are required 
lo file an ESP and may also file an application for a MRO at the same time The MRO is a price determined through a competitive bidding process 
SB 221 provides for the PUCO to approve non-bypassable charges for new generation, incruding construction work-in-process from the outset of 
construction as part of an ESP The new law grants the PUCO discretion l o  approve single issue rate adjustments to distribution and transmission 
rates and establishes new alternative energy resources (including renewable energy) portfolio standards. such that a utility's portfolio must consist of 
at least 25% of these resources by 2025 SB 221 also provides a separate requirement for energy efficiency, which must reduce a utility's load by 
22% before 2025 A utility's earnings under the ESP are subject to an annual earnings test and the PUCO must order a refund if it finds that the 
utility's earnings significantly exceed the earnings of benchmark companies with siniilar business and financial risks The earnings test acts as a cap 
to the ESP price SB 221 also limits Ihe abilily of a utility to transfer its designated generating assets to an exempt wholesale generalor (EWG) 
absent PUCO approval On .July 31, 2008. Duke Enerqy Ohto filed an ESP to be effective January 1 2009 On December 17, 2008, tlie PtJCO 



issued its finding and order adopting a modified Stipulation with respect to Duke Energy Ohio's ESP filing. The PUCO agreed to Duke Energy Ohio's 
request for a net increase in base generation revenues, before impacts of customer switching, of $36 million, $74 million and $98 million in 2009, 
201 0 and 201 1, respectively, including the termination of the residential and non-residential Regulatory Transition Charge, the recovery of 
expenditures incurred to deploy the SmartGrid infrastructure and the implementation of save-a-watt. The Stipulation also allowed Duke Energy Ohio to 
defer up to $50 million of certain operation and maintenance costs incurred at the W.C. Beckjord generating station for its continued operation and to 
amortize those costs over the three-year ESP period. The PUCO modified the Stipulation to permit certain non-residential customers to opt out of 
utility-sponsored energy efficiency initiatives and to allow residential governmental aggregation customers who leave Duke Energy Ohio's system to 
avoid some charges 

As discussed further below within "Commercial Power" and in Note 1, as a result of the approval of the ESP, effective December 17. 2008. 
Commercial Power reapplied regulatory accounting to certain portions of its operations 

Duke Energy Ohio Gas Rate Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas 
service The application also requested approval to continue tracker recovery of costs associated with the accelerated gas main replacement 
program and an acceleration of the riser replacement program On February 28. 2008, Duke Energy Ohio reached a settlement agreement with the 
PUCO Staff and all of the intervening parties on its request for an increase in natural gas base rates The settlement called for an annual revenue 
increase of approximately $18 million in base revenue, or 3% over current revenue, permitted continued recovery of costs through 2018 for Duke 
Energy Ohio's accelerated gas main and riser replacement program and permitted recovery of carrying costs on gas stored underground via its 
monthly gas cost adjustment filing The settlement did not resolve a proposed rate design for residential customers, which involved moving more of 
the fixed charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, from the per unit 
charges to the monthly charge On May 28, 2008, the PUCO approved the settlement in its entirety and Duke Energy Ohio's proposed modified 
straight fixed-variable rate design. 

Duke Energy Ohio Electric Distr ibut ion Rate Case On June 25, 2008. Duke Energy Ohio filed notice with the PUCO that it would seek a rate 
increase for electric delivery service to be effective in the second quarter of 2009. On December 22. 2008. Duke Energy Ohio filed an application 
requesting deferral of approximately $31 million related to damage to its distribution system from a September 14, 2008 windstorm, which was 
granted by the PUCO. Accordingly, a $31 million regulatory asset was recorded in 2008 On March 3 f ,  2009, Duke Energy Ohio and Parties to the 
case filed a Stipulation and Recommendation which settles all issues in the case. The Stipulation provided for a revenue increase of $55 million, or 
approximately a 2.9% overall increase. The Parties also agreed that Duke Energy Ohio will recover any approved costs associated with the 
September 14, 2008 wind storm restoration through a separate rider recovery mechanism" Duke Energy Ohio agreed Io file a separate application to 
set the rider and the PUCO will review the request and determine the appropriate amount of storm costs that should be recovered. The Stipulation 
includes, among other things, a weatherization and energy efficiency program, and recovery of distribution-related bad debt expenses through a rider 
mechanism The Stipulation was approved in its entirety by the PUCO on July 8, 2009 and rates were effective July 13. 2009 On January 26, 2010, 
the Ohio Supreme Court affirmed the PUCO's decision. 

Duke Energy Kentucky Gas Rate Cases In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, among 
other things, recovery of costs associated with an accelerated gas main replacement program The approval authorized a tracking mechanism to 
recover certain costs including depreciation and a rate of return on the program's capital expenditures The Kentucky Attorney General appealed to 
the Franklin Circuit Court the KPSC's approval of the tracking mechanism as well as the KPSC's subsequent approval of annual rate adjustments 
under this tracking mechanism In 2005. both Duke Energy Kentucky and fhe KPSC requested thal the court dismiss these cases 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism and 
for a $14 million annual increase in base rates A portion of the increase was attributable to recovery of the current cost of the accelerated gas main 
replacement program in base rates In June 2005, the Kentucky General Assembly enacted Kentucky Revised Statute 278 509 (KRS 278 509), which 
specifically authorizes the KPSC to approve tracker recovery for utilities' gas main replacement programs In December 2005, the KPSC approved 
an annual rate increase and re-approved the tracking mechanism through 201 1 In February 2006, the Kentucky Attorney General appealed the 
KPSC's order to the Franklin Circuit Court, claiming that the order improperly allows Duke Energy Kentucky to increase its rates for gas main 
replacement costs in between general rate cases, and also claiming that the order improperly allows Duke Energy Kentucky to earn a return on 
investment for the costs recovered under the tracking mechanism which permits Duke Energy Kentucky to recover its gas main replacement costs 

In August 2007, the Franklin Circuit Court consolidated all the pending appeals and ruled that the KPSC lacks legal authority to approve the gas 
main replacement tracking mechanism, which was approved prior to the enactment of KRS 278 509 in 2005 To date, Duke Energy Kentucky has 
collected approximately $9 million in annual rate adjustments under the tracking mechanism Per the KPSC order, Duke Energy Kentucky collected 
these revenues subject to refund pending the final outcome of this litigation Duke Energy Kentucky and the KPSC have requested that the 
Kentucky Court of Appeals grant a rehearing of its decision On February 5, 2009, the Kentucky Court of Appeals denied the rehearing requests of 
both Duke Energy Kentucky and the KPSC. Duke Energy Kentucky filed a motion for discretionary review to the Kentucky Supreme Court on or 
about March 6 ,  2009. The Kentucky Supreme Court has accepted discretionary review of this case and merit briefs were filed on October 19. 2009 
Duke Energy Kentucky filed its reply brief on January 4, 2010. 

On July 1 ,  2009, Duke Energy Kentucky filed its application for an approximate $18 million increase in base nalural gas rates Duke Energy 
Kentucky also proposed to implement a modified straight fixed-variable rate design for residential customers, which involves moving more of the 
fixed charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, from the volumetric 
charges to the fixed monthly charge On November 19. 2009, Duke Energy Kentucky and the Kentucky Attorney General jointly filed a Stipulation 
and Recommendation reflecting their settlement of the gas rate case The Stipulation and Recommendation reflects a revenue increase of $13 
million, which reflected a10 375% Return on Equity. Duke Energy Kentucky agreed to withdraw its request for a straight fixed-variable rate design and 
lo forego filing another gas rate case in the eighteen months following approval of the Stipulation and Recommendation The KPSC issued an order 
approving the Stipulation and Recornmendation on December 29, 2009 New rates weiit into effect January 4, 2010 

Duke Energy Carolinas Energy Efficiency. On May 7, 2007, Duke Energy Carolinas filed its save-a-watt application with the NCUC The 
save-a-watt proposal is based on the avoided cost of generation not needed resulting from any successful Duke Energy Carolinas energy efficiency 
programs. On February 26, 2009, the NCUC issued an order (i) approving Duke Energy Carolinas' energy efficiency programs; (ii) requesting 
additional information on Duke Energy Carolinas' returns under eight different compensation scenarios; and (iii) authorizing Duke Energy Carolinas to 
implement its rate rider pending approval of a final compensation mechanism by the NCUC Duke Energy Carolinas filed the additional information 
requested by the NCUC on March 31. 2009 On June 12, 2009. Duke Energy Carolinas filed with the NClJC a settlement agreement between Duke 
Energy Carolinas and the Public Staff and several environmental intervenors A hearing on the settlement was held on August 19, 2009 A Notice of 
Decision approving the settlement with modifications was issued on December 14, 2009 Duke Energy Carolinas began offering energy conservation 
programs to North Carolina retail customers and billing a conservation-only rider on June 1 .  2009 On February I O ,  2010 the NCUC approved the 
order in full 

In mid-October 2009, Duke Energy Carolinas began offering demand response programs in North Carolina On January 1 .  2010, Duke Energy 
Carolinas began to bill the full Rider Energy Efficiency approved by the NCUC in its December 14. 2009 Notice of Decision 

On May 6 ,  2009, the PSCSC approved Duke Energy Carolinas' requesl for (i) approval of conservation and demand response programs: 
(ii) cancellation of certain existing demand response programs; (iii) deferral of the costs incurred to develop and implement the energy efficiency 
programs from June 1. 2009 until the date these costs are reflected in electric rates; and (iv) assurance that Duke Energy Carolinas may true-up 
rncenlrves for costs deferred pursuant lo the petition in accordance with the PSCSC order on the appropriate compensation mechanism in Duke 



Energy Carolinas' 2009 general rate proceeding Duke Energy Carolinas began offering demand response and conservation programs to South 
Carolina retail customers effective June 1, 2009 As described above, on January 20, 2010, the PSCSC approved Duke Energy Carolinas' cost 
recovery mechanism for energy efficiency The new rates were effective February 1. 2010 

The save-a-watt programs and conipensation approach in both North Carolina and South Carolina are approved through December 31, 2013 

Duke Energy Ohio €Energy Efficiency. Duke Energy Ohio filed the save-a-watt Energy Efficiency Plan as part of its ESP filed with the PUCO, 
which was approved by the PUCO on December 17, 2008, as discussed above, including allowing for the implementation of a new save-a-watt 
energy efficiency compensation model However, the PUCO determined that certain non-residential customers may opt out of Duke Energy Ohio's 
energy efficiency initiative Applications for rehearing of this issue were denied by the PUCO and no further appeals of this issue have been taken. 
The save-a-watt programs and compensation approach in Ohio are approved through December 31, 201 1 

Duke Energy lndiana Energy Efficiency. In October 2007, Duke Energy Indiana filed its petition with the IURC requesting approval of an 
alternative regulatory plan to increase its energy efficiency efforts in the state. Duke Energy Indiana seeks approval of a plan that will be available 
to all customer groups and will compensate Duke Energy Indiana for verified reductions in energy usage lJnder the plan, customers would pay for 
energy efficiency programs through an energy efficiency rider that would be included in their power bill and adjusted annually through a proceeding 
before the IURC The energy efficiency rider proposal is based on the save-a-watt compensation model of avoided cost of generation A number of 
parties have intervened in the proceeding Duke Energy Indiana has reached a settlement with all intervenors except one, the Citizens Action 
Coalition of Indiana, Inc. (CAC), and has filed such settlement agreement with the IURC An evidentiary hearing with the IURC was held on 
February 27. 2009 and March 2, 2009. On February 10, 2010, the IURC approved the request On December 9. 2009. the IURC issued an order 
concerning energy efficiency efforls within the stale of Indiana wherein i t  required utilities, inCllJding Duke Energy Indiana, l o  promote a certain core 
set of energy efficiency programs through the use of a third party administrator that contracts directly will1 the utilities. The order also required 
energy usage reduction targets for the utilities, slarting with 0.3% of sales in 2010 and increasing to 2% of sales in 2019 On February 10, 2010, the 
IURC issued an order approving the settlement with the OUCC with some modifications. The IURC approved Duke Energy Indiana's proposed 
programs and allowed for the save-a-watt model incentives for Core Plus programs The IURC also rejected a settlement agreement that allowed 
large industrial and commercial customers to opt out of utility sponsored energy efficiency, finding that initially energy efficiency programs should 
be available to all customer classes. 

Duke Energy Kentucky Energy Efficiency. On November 15. 2007, Duke Energy Kentucky filed its annual application to continue existing 
energy efficiency programs, consisting of nine residential and two commercial and industrial programs, and to true-up its gas and electric tracking 
mechanism for recovery of lost revenues, program costs and shared savings. On February 11, 2008, Duke Energy Kentucky filed a motion to 
amend its energy efficiency programs On December 1. 2008, Duke Energy Kentucky filed an application for a save-a-watt Energy Efficiency Plan 
The application seeks a new energy efficiency recovery mechanism similar to what was proposed in Ohio. On January 27, 2010, Duke Energy 
Kentucky withdrew the application to implement save-a-watt and plans to file a revised portfolio in the future 

Duke Energy Carolinas Renewable Resources. On June 6 ,  2008, Duke Energy Carolinas filed an application with the NCUC seeking approval 
to implement a solar photovoltaic distributed generation program (Program). Duke Energy Carolinas proposed to invest S i00  million over two years to 
install a total of 20 MW of electricity generating solar panels on multiple North Carolina siles including homes, schools, stores and factories The 
Program will help Duke Energy Carolinas meet the requirement of North Carolina's Renewable Energy and Energy Efficiency Portfolio Standard 
(REPS) It will also enable Duke Energy Carolinas to evaluate the role of distributed generation on Duke Energy Carolinas' electrical system and gain 
experience in owning and operating renewable energy resources. Because the Program involves the construction of electric generating facilities. Duke 
Energy Carolinas required a Cerlificate of Public Convenience and Necessity (CPCN) from the NCUC The REPS statute provides for the recovery 
of costs Duke Energy Carolinas incurs to comply with its requiremenls, principally through an annual rate rider. 

In response to concerns raised by the Public Staff and various solar energy groups, Duke Energy Carolinas agreed to reduce the size of lhe 
Program to invest $50 million lo install up to 10 MW of solar photovoltaic capacity. On December 31, 2008, the NCUC issued its Order Granting 
CPCN Subject to Conditions The conditions (i) reduce the program size from 20 MW to 10 MW (as previously agreed upon by D u k e  Energy 
Carolinas): and (ii) limit program costs recoverable through the REPS rider to program costs equivalent to the cost of the third place bid in Duke 
Energy Carolinas' 2007 request for proposal for renewable energy The Order left open the opportunity to recover the excess costs lhrough other 
recovery mechanisms Based upon the revised size and availability of state and federal tax credits, Duke Energy Carolinas estimates the limited 
amount of program costs recoverable through the REPS rider will result in a monthly charge of approximately $0 05 for residential customers 

On May 6 ,  2009, in response to Duke Energy Carolinas' request for reconsideration, the NCUC issued an Order allowing Duke Energy Carolinas 
to proceed with the Program and allowed Duke Energy Carolinas lo recover all costs incurred in executing the Program through a combination of the 
REPS rider and base rates, subject to tlie NCUC's review of the reasonableness and prudence of Duke Energy Carolinas' execution of the Program 
However, the NCUC declined lo remove the limitation on costs recoverable through the REPS rider 

Duke Energy Carolinas Deferral o f  Costs , On February 4, 2009, Duke Energy Carolinas filed petitions with the NCUC and the PSCSC 
requesting an accounting order to defer the incremental costs incurred from the September 2008 purchase of an additional ownership interest in the 
Catawba Nuclear Station and certain post-in-service costs that are being or will be incurred in connection with the addition of the Allen Steam Slation 
flue gas desulfurization equipment related to environmental compliance scheduled to go into service in the spring of 2009 The costs Duke Energy 
Carolinas sought to defer are the incremental costs that are being incurred or will be incurred from the dale these assets are placed in service to the 
date Duke Energy Carolinas is authorized lo begin reflecting in rates the recovery of such costs on an ongoing basis On February 25, 2009, and 
March 31. 2009, the PSCSC and NCUC. respectively, approved the deferral of these costs Duke Energy Carolinas began deferring costs in the first 
quarter 2009 These cosls are being recovered in the new rates effective January I. 2010 for North Carolina. and effective February 1,  2010, for 
South Carolina 

Duke Energy Carolinas Broad River Energy Center. On August 25, 2007, Duke Energy Carolinas experienced a disturbance on its bulk 
electric system which initiated at the Broad River Energy Center, a generating station owned and operated by a third party The disturbance resulted 
in the tripping of six Duke Energy Carolinas generating units and the temporary opening of five 230 kilovolt (KV) transmission lines The event 
resulted in no loss of load In September 2008 the FERC initiated a preliminary, non-public investigation to deterniine if there were any potential 
violations by D u k e  Energy Carolinas of the North American Electric Reliability Council Reliability Slandards This investigation was coordinated with 
an ongoing Conlpliance Violation Investigation conducted by SERC Reliability Corporation On March 5, 2009. FERC presented its preliminary 
findings about the event to Duke Energy Carolinas and solicited Duke Energy Carolinas' responsive views about the event and the findings On 
March 27, 2009, Duke Energy Carolinas conveyed its responsive views to FERC Staff This investigation could result in penalties being assessed 

Capital Expansion Projects 

Overview U S Franchised Electric and Gas is engaged in planning efforts to meet projected load growth in its service lerrilories Capacity 
additions may include new nuclear, integraled gasification combined cycle (IGCC). coal facilities or gas-fired generation units Because of the long 
lead times required to develop such assets. U S Franchised Electric and Gas is taking steps now to ensure those options are available 

Will iam States Lee 111 Nuclear Station On December 12, 2007 Duke Energy Carolinas filed an application with tlie Nuclear Regulatory 
Commission (NRC) which has been docketed for review, for a combined Construction and Operating License (COL) for two Westinghouse AP1000 
(advanced passive) reactors for the proposed William Stales Lee Ill Nuclear Station at a site in Cherokee County South Carolina Each reactor is 
capable of producing approximately 1 , l  17 MW Submitting the COL application does not commil Duke Energy Carolinas lo build nuclear units On 



December 7, 2007. Duke Energy Carolinas filed applications with the NCUC and the PSCSC for approval of Duke Energy Carolinas' decision to incur 
development costs associated with the proposed William States Lee 111 Nuclear Station The NCUC had previously approved Duke Energy's decision 
to incur the North Carolina allocable share of up to $125 million in development costs through 2007 The 2007 requests cover a total of up to $230 
million in development costs through 2009, which is comprised of 570 million incurred through December 31, 2007 PIUS an additional $160 million of 
anticipated costs in 2008 and 2009 The PSCSC approved Duke Energy Carolinas' William States Lee 111 Nuclear project development cost 
application on June 9. 2008, and the NCUC issued its approval order on June 1 1 ,  2008 On July 24, 2008, environmental intervenors filed motions to 
rescind or amend the approval orders issued by the NCUC and the PSCSC, and Duke Energy Carolinas subsequently filed responses in opposition 
to the motions On August 13 and August 25. 2008, the PSCSC and NCUC. respectively, denied the environmental intervenor motion. The NRC 
review of the COL application continues and the estimated receipt of the COL is in mid 2013. Duke Energy Carolinas filed with the Department of 
Energy (DOE) for a federal loan guarantee, which has the potential to significantly lower financing costs associated with the proposed William States 
Lee Ill NtJClear Station: however, it was not among the four projects selected by the DOE for the final phase of due diligence for the federal loan 
guarantee program The project could be selected in the future if the program funding is expanded or if any of the current finalists drop out of the 
program 

South Carolina passed new energy legislation (S 431) which became effective May 3, 2007 The legislation includes provisions to provide 
assurance of cost recovery related to a utility's incurrence of project development costs associated with nuclear baseload generation, cost recovery 
assurance for construction costs associated with nuclear or coal baseload generation. and the ability to recover financing costs for new nuclear 
baseload generation in rates during construction through a rider The North Carolina General Assembly also passed comprehensive energy legislation 
North Carolina Senate Bill 3 (SB 3) in July 2007 that was signed into law by the Governor on August 20, 2007. Like the South Carolina legislation, the 
North Carolina legislation provides cost recovery assurance, subject to prudency review, for nuclear project development costs as well as baseload 
generation construction costs. A utility may include financing costs related to construction work in progress for baseload plants in a rate case 

Cliffside f h i f  6. On June 2, 2006, Duke Energy Carolinas filed an application with the NCUC for a CPCN to construct two 800 MW state of the 
art coal generation units at its existing Cliffside Steam Station in North Carolina On March 21, 2007, the NCUC issued an Order allowing Duke 
Energy Carolinas to build one 800 MW unit On February 20, 2008, Duke Energy Carolinas entered into an amended and restated engineering, 
procuremenl, construction and commissioning services agreement, valued at approximately $1 3 billion, with an affiliate of The Shaw Group, Inc , of 
which approximately $950 million relales to parlicipation in Ihe construction of Cliffside Unit 6 ,  with the remainder relaled to a flue gas desulfurization 
system on an existing unit at Cliffside. On February 27. 2009, Duke Energy Carolinas filed its latest updated cost estimate of $1.8 billion (excluding 
up to approximately $0 6 billion of AFUDC) for the approved new Cliffside Unit 6 .  Duke Energy Carolinas believes that the overall cost of Cliffside 
Unit 6 will be reduced by approximately $125 million in federal advanced clean coal tax credils, as discussed further below. 

On January 29, 2008, the North Carolina Departmenl of Environment and Natural Resources (DENR) issued a final air permit for the new 
Cliffside Unit 6 and on-site construction has begun. In March 2008, four contested case petitions, which have since been consolidated, were filed 
appealing the final air permit On May 12, 2009, the Administrative Law Judge issued rulings favorable to DENR and Duke Energy, dismissing 
several of petitioners' claims and granting summary judgment against petitioners on other claims, resulting in the dismissal of two petitions and 
leaving two for hearing. A hearing on remaining claims is scheduled for June 2010. See Note 16 for a discussion of a lawsuit filed by the Southern 
Alliance for Clean Energy, Environmental Defense Fund, National Parks Conservation Association, Natural Resources Defenses Council, and Sierra 
Club (collectively referred to as Citizen Groups) related to the construction of Cliffside Unit 6 

On October 14. 2008, Duke Energy Carolinas submitted revised hazardous air pollutant (HAPs) emissions determination documentation including 
revised emission source information to the Division of Air Quality (DAQ) indicating that no maximum achievable control technology (MACT) or MACT- 
like requirements apply since Cliffside Unit 6 has been demonstrated to be a minor source of HAPs. 

After issuing a draft permit and holding public hearings on that draft permit in January 2009, the DAQ issued the revised permit on March 13, 
2009. finding lhat Cliffside Unit 6 is a minor source of HAPs and imposing operating conditions to assure that emissions stay below the major source 
threshold In May 2009, four contested case petitions were filed appealing the March 13, 2009 final air permit These four cases have been 
consolidated wilh each other and with the four consolidated cases filed in 2008, resulting in the dismissal of two of the four cases The same 
schedule will govern these cases with a hearing scheduled for June 2010 

Dan River a n d  Buck  Combined Cycle Facil if ies On June 29, 2007, Duke Energy Carolinas filed with the NCUC preliminary CPCN 
information to construct a 620 MW combined cycle natural gas-fired generating facility at its existing Dan River Steam Station, as well as updated 
preliminary CPCN informalion to construct a 620 MW combined cycle natural gas-fired generating facility at its existing Buck Steam Station On 
December 14, 2007, Duke Energy Carolinas filed CPCN applications for the two combined cycle facilities The NCUC consolidated its consideration 
of the two CPCN applications and held an evidentiary hearing on the applications on March 11, 2008 The NCUC issued its order approving the CPCN 
applications for Ihe Buck and Dan River combined cycle projects on .June 5, 2008 On May 5, 2008, Duke Energy Carolinas entered into an 
engineering, construction and commissioning services agreement for the Buck combined cycle project, valued at approximately $275 million, wilh 
Shaw North Carolina, Inc On November 5, 2008, Duke Energy Carolinas notified the NCUC that since the issuance of the CPCN Order. recent 
economic factors have caused increased uncertainty wilh regard lo forecasted load and near-term capital expenditures, resulting in a modification of 
the construction schedule On September 1, 2009, Duke Energy Carolinas filed wilh the NCUC further information clarifying the construction 
schedule for the two projects Under the revised schedule, l l ie Buck Project is expecled to begin operation in combined cycle mode by the end of 
201 1, bul without a phased-in simple cycle commercial operation The Dan River Project is expected to begin operation in combined cycle mode by 
the end of 2012 also without a phased-in simple cycle commercial operalion On December 21, 2009, Duke Energy Carolinas entered into a First 
Amended and Reslaled engineermg. conslruclion and commissioning services agreement wilh Shaw North Carolina, Iiic for $322 million which 
reflects Ihe revised schedule Based on the niosl updaled cos1 estiniales. tolal costs (including AFUDC) for the Buck and Dan River projects are 
approximalely SG60 million and $710 million. respectively 

On October 15. 2008, lhe DAO issued a final air permil aulhorizing construction of the Buck combined cycle natural gas-fired generating units, 
and on August 24. 2009 the DAO issued a final air permit authorizing conslruclion of the Dan River combined cycle natural gas-fired generation 
units 

Edwardsporf lntegrated Gasification Combined Cycle (IGCC) Planf. On September 7, 2006, Duke Energy Indiana and Southern Indiana Gas 
and Electric Company d/b/a Veclreii Energy Delivery of Indiana (Vectren) filed a joint petition wilh the IURC seeking a CPCN for lhe construction of 
a 630 MW IGCC power plant al Duke Energy Indiana's Edwardsport Generating Station in Knox County, Indiana. The facility was initially estimated to 
cost approximately $2 billion (including approximately $120 niillion of AFUDC) In Augusl 2007, Vectren formally withdrew ils participation in the 
IGCC plant and a hearing was conducted on the CPCN petition based on Duke Energy Indiana owning 100% of the project On November 20. 2007, 
the IURC issued an order granting Duke Energy Indiana a CPCN for the proposed IGCC projecl. approved the cost eslimate of $1 985 billion and 
approved the Iimely recovery of costs related to the project On January 25. 2008, Duke Energy Indiana received the final air permit from the 
Indiana Deparlment of Environmental Managemenl The Citizens Action Coalition of Indiana. Inc , Sierra Club, Inc , Save the Valley, Inc , and Valley 
Watch, Inc , all intervenors in the CPCN lproceeding, have appealed the air permit 

On May 1 2008 Duke Energy Indiana filed its first semi-annual IGCC Rider and ongoing review proceeding with Ihe IURC as required under the 
CPCN Order issued by the IURC. In ils filing. Duke Energy Indiana requested approval of a new cost estimate for the IGCC Project of $2 35 billion 
(including approximately $125 million of AFUDC) and for approval of plans to sludy carbon capture as required by Ihe IURC s CPCN Order On 
January 7. 2009 the IURC approved Duke Energy Indiana's request, including Ihe new cost estimate of $2 35 billion. and cost recovery associated 
wilh a sludy on carbon capture Duke Energy Indiana was required to file its plans for sludying carbon storage related to the project within 60 days of 
Ihe order On November 3 2008 and May 1.  2009, Duke Energy Indiana filed its second and third semi-annual IGCC riders respectively. both of 



which were approved by the IURC in full 

On November 24, 2009, Duke Energy Indiana filed a petition for its fourth semi-annual IGCC rider and ongoing review proceeding with the IURC 
Duke Energy has experienced design modifications and scope growth above what was anticipated from the preliminary engineering design, adding 
capital costs to the IGCC project. Duke Energy Indiana forecasted that the additional capital cost items would use the remaining contingency and 
escalation amounts in the current $2.35 billion cost estimate and add approximately $150 million, or about 6.4% to the total IGCC Project cost 
estimate, excluding the impact associated with the need to add more contingency. Duke Energy Indiana did not request approval of an increased cost 
estimate in the fourth semi-annual update proceeding; rather, Duke Energy Indiana requested, and the IURC approved, a subdocket proceeding in 
which Duke Energy will present additional evidence regarding an updated estimated cost for the IGCC project and in which a more comprehensive 
review of the IGCC project could occur. The evidentiary hearing for the fourth semi-annual update proceeding is scheduled for April 6 ,  2010 In the 
cost estimate subdocket proceeding, Duke Energy Indiana will be filing a new cost estimate for the IGCC project on April 7, 2010, with its case-in- 
chief testimony, and a hearing is scheduled to begin August 10, 2010. Duke Energy Indiana continues to work with its vendors to update and refine 
the forecasted increased cost to complete the Edwardsport IGCC project, and currently anticipates that the total cost increase it submits in the cost 
estimate subdocket proceeding will be significantly higher than the $150 million previously identified. 

Duke Energy Indiana filed a petition with the IURC requesting approval of its plans for studying carbon storage, sequestration andlor enhanced 
oil recovery for the carbon dioxide (CO2) from the Edwardsport IGCC facility on March 6 ,  2009. On July 7, 2009, Duke Energy Indiana filed its case- 
in-chief testimony requesting approval for cost recovery of a $121 million site assessment and characterization plan for CO 2 sequestration options 
including deep saline sequestration, depleted oil and gas sequestration and enhanced oil recovery for the CO 2 from the Edwardsport IGCC facility 
The OUCC filed testimony supportive of the continuing study of carbon storage. but recommended that Duke Energy Indiana break its plan into 
phases, recommending approval of only approximately $33 million in expenditures at this time and deferral of expenditures rather than cost recovery 
through a tracking mechanism as proposed by Duke Energy Indiana Intervenor CAC recommended against approval of the carbon storage plan 
stating customers should not be required to pay for research and development costs. Duke Energy Indiana's rebuttal testimony was filed October 30, 
2009, wherein i t  amended its request to seek deferral of approximately $42 million to cover the carbon storage site assessment and characterization 
activities scheduled to occur through approximately the end of 2010, with further required study expenditures subject to future IURC proceedings. An 
evidentiary hearing was held on November 9, 2009, and an order is expected in the first half of 2010. 

Under the Edwardsport IGCC CPCN order and statutory provisions, Duke Energy Indiana is entitled to recover the costs reasonably incurred in 
reliance on the CPCN Order In December 2008, Duke Energy Indiana entered into a $200 million engineering, procurement and construction 
management agreement with Bechtel Power Corporation and construction is underway 

Federal  Advanced Clean Coal Tar Credits. Duke Energy has been awarded approximately $125 million of federal advanced clean coal tax 
credits associated with its construction of Cliffside Unit 6 and approximately $134 million of federal advanced clean coal tax credits associated with 
its construction of the Edwardsport IGCC plant In March, 2008, two environmental groups, Appalachian Voices and the Canary Coalition. filed suit 
against the Federal government challenging the tax credits awarded to incentivize certain clean coal projects. Although Duke Energy was not a party 
to the case, the allegations center on the tax incentives provided for Duke Energy's Cliffside and Edwardsport project. The initial complaint alleged a 
failure to comply with the National Environmental Policy Act The first amended complaint, filed in August 2008, added an Endangered Species Act 
claim and also sought declaratory and injunctive relief against the DOE and the U S. Department of the Treasury. In November 2008, the District 
Court dismissed the case On September 23, 2009, the District Court issued an order granting plaintiffs' motion to amend their complaint and 
denying, as moot. the motion for reconsideration Plaintiffs have filed their second amended complaint The Federal government has moved to 
dismiss the second amended complaint: the motion is pending 

Other L I S .  Franchised Electric and Gas Matters. 

the NCUC that it intended to sell electricity to the City of Orangeburg. South Carolina (City of Orangeburg). a wholesale customer, at native load 
priority Duke Energy Carolinas and the City of Orangeburg also filed a joint petition asking the NCUC to declare that the City of Orangeburg 
contract and all future Duke Energy Carolinas native load priority wholesale contracts will be treated for ratemaking and reporting purposes in the 
same manner as such existing wholesale contracts (i e , revenues from those contracts will be allocated to wholesale jurisdiction and costs will be 
allocated to wholesale jurisdiction based on system average costs) On March 30, 2009, the NCUC issued its Order in which it concluded that Duke 
Energy Carolinas can proceed with the City of Orangeburg contract at its own risk; however, Duke Energy Carolinas cannot treat the City of 
Orangeburg's load as Duke Energy Carolinas' native load for rate setting purposes Further, the NCUC concluded that based on the evidence 
presented, a future Commission should allocate costs based upon incremental costs in any future ratemaking case The NCUC distinguished the 
City of Orangeburg from wholesale customers that have been historically served by Duke Energy Carolinas because the City of Orangeburg has not 
shared in the costs of Duke Energy Carolinas' existing system Due to the NCUC ruling, Duke Energy Carolinas terminated the system average 
contract with the City of Orangeburg in April 2009 per the allowed contractual provisions The City of Orangeburg then terminated its contingency 
contract with Duke Energy Carolinas at incremental pricing and informed Duke Energy Carolmas that it would take service from South Carolina 
Electric and Gas Company via a newly executed agreement through the end of 2010 On April 29, 2009, Duke Energy Carolinas and the City of 
Orangeburg filed a Notice of Appeal with the North Carolina Court of Appeals and briefs were filed with the Court of Appeals on December 16. 2009. 
The City of Fayetteville and Electricities filed briefs in support of Duke Energy Carolinas' and City of Orangeburg's positions Briefs for the 
appellees are due on February 17, 2010 Additionally. on July 2, 2009, the City of Orangeburg filed a Petition for Declaratory Order with the FERC 
seeking relief from the NCUC Order on various grounds, including violation of the Public Utility Regulatory Policies Act voluntary coordination 
provisions and federal preemption The NCUC. the Public Staff and the Attorney General, Progress Energy, the National Association of Regulatory 
Utility Commissioners, Occidental Power Marketing and the North Carolina Waste Awareness Network (WARN) have intervened in opposition to the 
Petition The City of Fayetteville and ElectriCities have intervened in favor of Orangeburg's position, as has the American Public Power Association 
Duke Energy Carolinas and NC Electric Membership Cooperative have also intervened. but expressed no position on the Petition 

Duke Energy Carolinas Ci ty of Orangeburg, South Carolina Wholesale Sales.. On June 28, 2008, Duke Energy Carolinas filed notice with 

Duke Energy Carolinas Wholesale Sales On September 3, 2009, Duke Energy Carolinas filed advance notice of its intent to serve Central 
Electric Power Cooperative. Inc as an additional wholesale customer at native load priority and at system average cost The load to be served 
consists of load historically served by Duke Energy Carolinas until recently. On September 11. 2009, the Public Staff filed its response to the 
advance notice. indicating that i t  did not object to the advance notice filing and further Indicating that i t  was unlikely that the Public Staff would in a 
future rate proceeding recommend that costs associated with the Central Electric Power cooperative, Inc contract be allocated on anything other 
than system average cost On October 5, 2009. the WARN filed a petition to intervene in the proceeding arguing that the extension of Duke Energy 
Carolinas' service area through wholesale sales is not in the best interests of Duke Energy Carolinas' customers On November 10. 2009, the NCUC 
issued an order rejecting WARN s objection and permitting Duke Energy Carolinas to proceed with the proposed agreement 

Duke Energy Carolinas has also filed advance notices of its intent to serve additional wholesale customers; namely, the City of Greenwood 
South Carolina, and Haywood Electric Membership Corp , at native load priority Given that these wholesale customers were historically served by 
Duke Energy Carolinas for a portioii of their load. Duke Energy Carolinas will seek to distinguish these contracts from the Orangeburg decision On 
July 20. 2009. the NCtJC issued an order concluding that Duke Energy Carolinas can proceed with the Greenwood purchased power ayeement and 
that Greenwood's load may be treated the same as retail native load 

Duke Energy lndiana SmartGrid and Distr ibuted Renewable Generation Demonstration Project. Duke Energy Indiana filed a petition and 
case-in-chief testimony supporting its request to build an intelligent distribution grid in Indiana The proposal requests approval of distr!bution formula 
rates or, in the alternative, a SmartGrid Rider to recover the return on and of the capital costs of the build-out and the recovery of incremental 
operatinq and maintenance expenses and lost revenues The petition also includes a pilot proqram for the installation of small solar r>liotovoltalc and 



wind generation on customer sites, for approximately $10 million over a three-year period. Duke Energy Indiana filed supplemental testimony in 
January 2009 to rellect the impacts of new favorable tax treatment on the cost/benefit analysis for SmartGrid. The intervenors filed testimony 
generally supporting SmartGrid. but claimed that Duke Energy Indiana's plan was too fast and too large, with not enough customer benefits in terms 
of time dilferentiated rate options and behind-the-meter energy management systems. The intervenors also opposed the distribution formula rate and 
the rider request claiming that costs should be recovered in a base rate case, or possibly deferred. Duke Energy Indiana filed rebuttal testimony 
agreeing to slow its deployment, and agreeing to work with the parties collaboratively to design time differentiated rate and energy management 
system pilots. On .June 4 ,  2009, Duke Energy Indiana filed with the IURC a settlement agreement with the OUCC, the CAC, Nucor Corporation, and 
the Duke Energy Indiana Industrial Group which provided for a full deployment of Duke Energy Indiana's SmartGrid initiative at a slower pace, 
including cost recovery through a tracking mechanism. The settlement also included increased reporting and monitoring requirements, approval of 
Duke Energy Indiana's renewable distributed generation pilot and the creation of a collaborative design to initiate several time differentiated pricing 
pilots, an electric vehicle pilot and a home area network pilot Additionally, the settlement agreement provided for tracker recovery of the costs 
associated with the SmartGrid initiative. subject to cost recovery caps and a termination date for the tracker The tracker will also include a reduction 
in costs associated with the adoption of a new depreciation study An evidentiary hearing was held on June 29. 2009. On November 4, 2009, the 
KJRC issued an order that rejected the settlement agreement as incomplete and not in the public interest. The IURC cited the lack of defined 
benefits of the programs and encouraged the parties to continue the collaborative process outlined in the settlement or to consider smaller scale 
pilots or phased-in options The IURC required the parties to present a procedural schedule within 10 days to address the underlying relief requested 
in the cause, and to supplement the record to address issues regarding the American Recovery and Reinvestment Act funding recently awarded by 
the DOE. Duke Energy Indiana is considering its nexl steps, including a review of the implications of this Order on the American Recovery and 
Reinvestment Act SmartGrid Investment Grant award from the DOE. A technical conference was held at the IURC on December 1, 2009, wherein a 
procedural schedule was established for the IURC's continuing review of Duke Energy Indiana's SmartGrid proposal. Duke Energy Indiana is 
currenlly scheduled to file supplemental testimony in support of a revised SmartGrid proposal by April 1. 2010, with an evidentiary hearing scheduled 
for May 5, 20 10. 

Duke Energy Ohio SmartGrid. Duke Energy Ohio filed an application on June 30, 2009, to establish rates for return of its SmartGrid net costs 
incurred for gas and electric distribution service through the end of 2008. The rider for recovering electric SmartGrid costs was approved by the 
PUCO in its order approving the ESP, as discussed above. Duke Energy Ohio proposed its gas SmartGrid rider as part of its most recent gas 
distribution rate case The PUCO Staff has completed its audit and liled its comments. The PUCO Staff and intervenors, the OCC and Kroger 
Company, filed comments on October 8, 2009 The OCC and Duke Energy Ohio filed reply comments on October 15, 2009. A Stipulation and 
Recommendation was entered into by Duke Energy Ohio, Staff of the PUCO, Kroger Company, and Ohio Partners for Affordable Energy, which 
provides for a revenue increase of approximately $4.2 niillion under the electric rider and $590,000 under the natural gas rider. The OCC did not 
oppose the Stipulation and Recommendation A hearing on the Stipulation and Recommendation occurred on November 20, 2009. Approval of the 
Stipulation and Recommendation is expected in the first quarter of 2010. 

Commercial Power. 

As discussed in Note 1, effective December 17, 2008, Commercial Power reapplied regulatory accounting treatment to certain portions of its 
operations due to the passing of SB 221 and the PUCO's approval of the ESP. Commercial Power may be impacted by certain of the regulatory 
matters discussed above, including the Duke Energy Ohio electric rate filings 

Pioneer Transmission LLC Joint Venture. On August 8, 2008, Duke Energy announced the formation of a 50-50 joint venture, called Pioneer 
Transmission, LLC (Pioneer Transmission), with American Electric Power Company. Inc. (AEP) to build and operate 240 miles of extra-high-voltage 
765 KV transmission lines and related facilities in Indiana Pioneer Transmission will be regulated by the FERC and the IURC. Both Duke Energy and 
AEP own an equal interest in the joint venture and will share equally in the project costs, which are currently estimated at approximately $1 billion, of 
which approximately $500 million is anticipated to be financed by Pioneer Transmission and the remaining amount split equally between Duke Energy 
and AEP. The joint venture will operate in Indiana as a transmission utility The earliest possible in-service date for the project is in 2015. On 
March 27. 2009, the FERC issued an order granting favorable rate treatment for the project, including requested rate incentives As is customary in 
formula rate cases, the FERC set the formula rate that transmission customers would pay for hearing and settlement procedures to address various 
challenges by intervenors to the inputs and calculations underlying the formula rate. These rate issues were resolved by a seltlement which was 
approved by the FERC on October 26. 2009 Duke Energy continues to work with MISO and PJM to obtain the necessary approvals to be included in 
their respective transmission expansion plans 



Joint Ownersh ip  of Genera t ing  and Transmiss ion  Fac i l i t ies  

l i n t  
wnershiP of 5. Joint Ownership of Generating and Transmission Facilities 
enera t i ng  
n d  
ransmission Piedmont Municipal Power Agency, have joint ownership of Catawba Nuclear Station, which is a facility operated by Duke Energy Carolinas. As 

aci,ities 

Duke Energy Carolinas, along with North Carolina Municipal Power Agency Number 1, North Carolina Electric Membership Corporation and 

discussed in Note 3, in September 2008. Duke Energy paid approximately $150 million for an additional approximate 7% ownership interest in Ihe 
Catawba Nuclear Station. 

Duke Energy Ohio, Columbus Southern Power Company, and Dayton Power 8 Light jointly own eleclric generaling unils and related 
transmission facilities in Ohio. Duke Energy Kentucky and Dayton Power & Lighl joinlly own an electric generating unit. Duke Energy Ohio and 
Wabash Valley Power Association, Inc (WVPA) jointly own Vermillion Station. Additionally, Duke Energy Indiana is a joint-owner of Gibson Station 
Unit No. 5 with WVPA and Indiana Municipal Power Agency (IMPA), as well as a joint-owner with WVPA and IMPA of certain Indiana transmission 
property and local facilities. These facilities constitute part of the integrated lransmission and distribution systems, which are operated and 
maintained by Duke Energy Indiana. 

Duke Energy's share of jointly-owned plant or facilities included on the December 31, 2009 Consolidated Balance Sheet is as follows: 

Ownership Property, Plant, Accumulated Construct ion Work 
Share and Equipment Depreciation in Progress 

Duke Energy Carolinas 
Production: 

Duke Energy Ohio 
Production: 

Catawba Nuclear Station (Units 1 and 2)Ia) 

Miami Fort Station (Units 7 and 
W.C. Beckjord Station (Unil 6)@) 
J M. Stuart Station(b)lC) 
Conesville Station (Unit 4)lbl(c) 
W.M Zimmer Statiodb) 
Killen 
Vermillion@) 

Transmis~ iod~)  
Duke Energy Indiana 

Production: 
Gibson Station (Unit 5)(al 

Transmission and local facililies@) 

Production: 
Duke Energy Kentucky 

East Bend Station@) 
International Energy 

Production: 
Brazil - Canoas I and II 

(a) Included in U.S Franchised Electric and Gas segment 
(b) Included in Commercial Power segment 
(c) Station is not operated by Duke Energy Ohio 

19 2% 

64 0 
37.5 
39 0 
40 0 
46 5 
33.0 
75 0 

Various 

50 1 
Various 

69 0 

47 1 

( in  mi l l ions) 

$ 827 S 312 

596 176 
55 31 

765 22 1 
292 57 

1.316 516 
297 131 
197 53 
91 53 

327 161 
3,148 1,335 

430 226 

357 8 3  

$ 5  

1 1  
1 

17 
14 
13 
1 
I 

- 

- 
- 

2 

- 

Duke Energy's share of revenues and operating costs of the above jointly owned generating facilities are included within the corresponding 
line on the Consolidated Statements of Operations Each participant in the jointly owned facilities must provide its own financing 



I ncome Taxes  

i c o m e  6. Income Taxes 
a x e s  The following details the components of income tax expense: 

Income Tax Expense 

For the Years Ended 
December 31, 

Current income taxes 
Federal 
State 
Foreign 

2009 2008 2007 

- - ____. 
( in  mi l l ions) 

$ (271) $ 60 $ (59) 
3 17 24 

64 - 96 68 ~ _ _ _ _  
29 - 145 Total current income taxes (172) 

Deferred income taxes 
Federal 
State 
Foreign 

767 388 627 
148 50 37 

32 - 46 27 ,- 

696 - 942 4 84 -- Total deferred income taxes 

Investment tax credit amortization (12) (13) *) 

712 - 758 616 _ _ _ _ -  Total income tax expense from continuing operations 

Total income tax expense (benefit) from discontinued operations 
Total income tax expense from extraordinary item 

Total income tax expense included in Consolidated Statements of Operations(a) 

Domestic 
Foreign 

(88) 
- 

(2) (3) 
- __ 37 -- 

$ 756 $ 650 - $624 -- 
For the Years Ended 

December 31, 

2009 2008 2007 

( in mi l l ions) 

$ 1,433 $ 1,575 $ 1.894 
398 316 342 -- - 

$ 1,831 $ 1,891 $ 2,236 -- - Total income from continuing operalions before income taxes 

Reconcil iation of Income Tax Expense at the U.S. Federal Statutory Tax Rate to the Actual Tax Expense from Continuing Operations (Statutory 
Rate Reconcil iation) 

For the Years Ended 
December 31, 

2009 2008 2007 

- ____. ~ 

( in mi l l ions) 

Income tax expense, computed at the statutory rate of 35% $ 641 $ 663 $ 782 
State income tax. net of federal income tax effect 98 4 3  40 

Goodwill impairment charge 130 
3 (23) 
- - 

Tax differential on foreign earnings 

AFUDC equrly income (53) (52) (24) 
Other items, net ___lft?) (41) (63) 

(16) 

$ 758 - Total income tax expense from continuing operations 

Effective tax rate 4 1  4% ___ 32 5% ___ 31 9% - 
During 2009 Duke Energy had tax benefits related to employee stock ownership plan dividends of approximately $22 million and renewable energy 

credils primarily related to the DEGS wind business of approximately $30 rnilhon These benefits are reflected in the above table in Other items net 

During 2008 Duke Energy had tax benefits related to employee stock ownerslltp plan dwdends of approximately $20 inilllon and certain foreign 



restructuring of approximately $25 million. These benefits are reflected in the above table in Other items, net 

During 2007, Duke Energy had tax benefits related to employee stock ownership plan dividends of approximately $20 million and the manufacturing 
deduction of approximately $35 million. which is reflected in the above table in Other items, ne1 The manufacturing deduction was created by the 
American .lob Creation Act of 2004 (the Act). The Act provides a deduction for income from qualified domestic production activities The manufacturing 
deduction amounts to 6% on qualified production activities. 

Valuation allowances have been established for certain foreign and state net operating loss carryforwards that reduce deferred tax assets to an 
amount that will be realized on a more-likely-than-not basis. The ne1 change in the total valuation allowance is included in Tax differential on foreign 
earnings and Stale income tax, net of federal income tax effect in the above table. 

Net Deferred Income Tax Liabil ity Components 

December 31, 

2009 2008 

-- 
(in mil l ions) 

Deferred credits and other liabilities $ 591 $ 995 

260 - Other 

Total deferred income tax assets 1,141 995 
Valuation allowance (163) (94) 

Tax Credil Carryforwards(a) 290 - 
- -___ 

978 901 - -- Net deferred income tax assets 

Investments and other assets (594) (764) 
Accelerated depreciation rates (4,744) (4,125) 
Regulatory assets and deferred debits (1,184) (856) 
Other - (30) 

Total deferred income tax liabilities (6,522) (5,775) 

Net deferred income tax liabilities $ (5,544) $ (4,874) 

(a) Of lhe lax credit carryforwards, approximately $218 million relate to investment tax credits expiring in 2029 and approximalely $72 million relales to 
alternative minimum tax credits lhal have no expiration. 

The above amounts have been classified in the Consolidated Balance Sheets as follows: 

Deferred Tax Liabil it ies 

December 31, 

Current deferred tax assets, included in other current assets 
Non-currenl deferred lax assets, included in other investments and other assets 
Currenl deferred lax liabilities, included in other current liabilities 
Non-current deferred tax liabilities 

2009 2001 
- _ _ _ _  

(in mi l l ions) 

$ 3 $ 151 
95 9; 

(27) (12 
(5,615) (5,117 

Total net deferred income tax liabilities $ (5,544) $ (4.874 

Deferred income taxes and foreign withholding taxes have not been provided on undistribuled earnmgs of Duke Energy's foreign subsidiaries when 
such amounts are deemed lo be indefinitely reinvested The cumulative undistribuled earnings as of December 31, 2009 on which Duke Energy has not 
provided deferred income taxes and foreign withholding taxes is approximalely $949 million 

Duke Energy or its subsidiaries file income tax returns in the U.S with federal and various state governmental authorities. and in foreign 
jurisdictions 

Changes to Unrecognized Tax Benefits 

2009 2008 2007 

Increase/ Increase1 Increase/ 
(Decrease) (Decrease) (Decrease) 

Unrecognized Tax Benefits-January 1, 

Spin-off of Spectra Energy 

Unrecognized Tax Benefils - January 2, 

(in millions) 

$ 572 s 348 5 499 

~ (78) 
____ 

- -- - 

572 348 421 



Unrecognized Tax Benefits Changes 
Gross increases-tax positions in prior periods 
Gross decreases-tax positions in prior periods 
Gross increases-current period tax positions 
Settlements 
Lapse of statute of limitations 

Total Changes 92 - 224 (73) 

$ 348 - $ 572 - $ 664 - llnrecognized Tax Benefits-December 31, 

At December 31, 2009, Duke Energy had approximately $303 million of unrecognized tax benefits that. i f  recognized, would affect the effective tax 
rate or be classified as a regulatory liability. At this time, Duke Energy is unable to estimate the specific effect to either. At December 31, 2009, Duke 
Energy had approximately $13 million that, if recognized, would be recorded as a component of discontinued operations. 

It is reasonably possible that Duke Energy will reflect an approximate $313 million redtJCti0n in unrecognized tax benefits within the next 12 months 
due to expected settlements. 

During the years ending December 31, 2009, 2008. and 2007, Duke Energy recognized approximately $7 million of net interest expense, and 
approximately $2 million and $38 million of net interest income, respectively, related to income taxes. At December 31, 2009, and 2008, Duke Energy's 
Consolidated Balance Sheets included approximately $21 million and $29 million, respectively, of interest receivable, which reflects all interest related to 
income taxes, and approximately $3 million and $2 million, respectively, related to accruals for the payment of penalties. 

Duke Energy has the following tax years open 

Jur isdict ion Tax Years 

Federal 

State 

1999 and after (except for Cinergy and its subsidiaries, which are open for years 2005 and after) 

Majority closed through 2001 except for certain refund claims for tax years 1978-2001 and any adjustments related to open 
federal years 

International 2000 and after 

As of December 31, 2009 and 2008, approximately $359 million and $490 million, respectively. of federal income tax receivables were included in 
Other within Current Assets on the Consolidated Balance Sheets. At both December 31, 2009 and 2008. these balances exceeded 5% of Total Current 
Assets. -.- 



Asse t  Ret i rement  Ob l iga t ions  

s s e t  

&irernent 7. Asset Retirement Obligations 
l b l i ga t i ons  

Asset retirement obligations, which represent legal obligations associated with the retirement of certain tangible long-lived assets, are computed 
as the present value of the projected costs for the future retirement of specific assets and are recognized in the period in which the liability is 
incurred, if a reasonable estimate of fair value can be made. The present value of the liability is added to the carrying amount of the associated 
asset in the period the liability is incurred and this additional carrying amount is depreciated over the remaining life of the asset Subsequent to the 
initial recognition, the liability is adjusted for any revisions to the estimated future cash flows associated with the asset retirement obligation (with 
corresponding adjustments to properly, plant, and equipment), which can occur due to a number of factors including, bot not limited to, cost 
escalation, changes in technology applicable to the assets to be retired and changes in federal, state or local regulations, as well as for accretion of 
the liability due lo the passage of time until the obligation is settled Depreciation expense is adjusted prospectively for any increases or decreases 
to lhe carrying amount of the associated asset. The recognition of asset retirement obligations has no impact on the earnings of Duke Energy's 
regulated electric operations as the effects of the recognition and subsequent accounting for an assel retirement obligalion are offset by the 
establishment of regulatory assets and liabilities pursuant to regulatory accounting 

Asset retiremenl obligalions recognized by Duke Energy relate primarily to the decommissioning of nuclear power facilities, obltgations related to 
right-of-way agreements, asbestos removal and contractual leases for land use Certain of Duke Energy's assets have an indeterminate life, such 
as transmission and distribution facilities and some gas-fired power plants and thus the fair value of the retirement obligation is not reasonably 
estimable. A liability for these asset retirement obligations will be recorded when a fair value is determinable. 

The following table presents lhe changes to the liability associated with asset retirement obligations during the years ended December 31, 2009 
and 2008: 

Years Ended 
December 31, 

Balance as of January 1, 
Liabilities incurred due to new acquisitions la) 
Accretion expenseIb) 
Liabilities settled 
Revisions in estimates of cash flows(C) 
Liabilities incurred in the current year 
Other 

2009 2008 
-~ 

(in mil l ions) 

$ 2,567 $ 2,351 
- 44 

200 164 
(21 

389 - 
35 10 

- 

__ Is) ___ 

$ 3.185 $ 2,567 - -  Balance as of December 31, 

(a) As discussed in Note 3, in September 2008, Duke Energy acquired an additional ownership interest in Catawba 
(b) Substantially all of the accretion expense for the years ended December 31, 2009 and 2008 relate to Duke Energy's regulated electric 

operations and have been deferred in accordance with regulatory accounting treatment, as discussed above. 
(c) As discussed below, Duke Energy updates its nuclear decommissioning costs study every five years as required by the NCUC and 

PSCSC The increase in the revisions to estimated cash flows primarily relates to the increase in estimated cost of decommissioning Duke 
Energy's nuclear units Approximately half of the increase in the nuclear decommissioning cost estimates is due to increased labor costs since 
the completion of the last cost study in 2003 Other assumptions that had changed since the 2003 study lhat impacled the determination of the 
asset retirement obligation liability include the inflation rate, market risk premium and credit adjusted risk free rate 

Duke Energy's regulated electric and regulated natural gas operations accrue costs of removal for properly thal does not have an associaled 
legal retirement obligation based on regulatory orders from the various stale commissions. These costs of removal are recorded as a regulatory 
liability in accordance with regulatory treatnient Duke Energy does not accrue the estimated cost of removal when no legal obligation assoctated 
with retirement or removal exists for any non-regulaled assets (including Duke Energy Ohio's generation assels) The lolal aniounl of cost of 
removal for assets withoul an associated legal retiremenl obligation, which are included in Olher Deferred Credits and Other Liabiltlies on the 
Consolidated Balance Sheets. was $2,277 million and $2.162 million as of December 31. 2009 and 2008, respectively 

Nuclear Decommissioning Costs. In 2005, the NCUC and PSCSC approved a $48 million annual amount for conlribulions and expense levels 
for decommissioning In each of the years ended December 31, 2009. 2008 and 2007, Duke Energy expensed approximately $48 million and 
contributed cash of approximately $48 niillion to the NDTF for deconimissioning costs These amounts are presented in the ConsolIdaled 
Statements of Cash Flows in Purchases of Available-For-Sale Securities within Net Cash Used in Invesling Aclivilies. The entire amount of lhese 
contributions were to the funds reserved for contaminated costs as contributions to the funds reserved for non-contaminated cosls liave been 
discontinued since the current estimates indicate existing funds to be sufficient lo cover projected future costs. Both the NCUC and the PSCSC 
have allowed Duke Energy lo recover estimated decommissioning cosls through retail rates over the expected remaining service periods of Duke 
Energy's nuclear stations Duke Energy believes that the decommissioning costs being recovered through rates. when coupled with expected fund 
earnings, will be sufficienl to provide for the cost of future decommissioning 

The balance of the external NDTF, which are reflected as NDTF within Investments and Other Assets in the Consolidated Balance Sheets. was 
approximately $1,765 million as of December 31, 2009 and $1.436 niillion as of December 31, 2008 The increase in the value of the NDTF during 
2009 is due to higher overall returns in the equity and debt markets The fair value of assets legally restricted for the purpose of settling asset 
retirement obligations associated with nuclear decommissioning was $1,530 million as of December 3 1 ,  2009 and S1.194 million as of December 3 1 ,  
2008 

As the NCUC and the PSCSC require thal Duke Energy updale i ls cost estimate for decommissioning its nuclear plants every five years. new 
site-specific nuclear decommissioning cost studies were completed in January 2009 lhat showed total estimated nuclear decommissiontng costs. 
including the cost to decommission plant components not subject to radioactive contamination. of approximately $3 billion in 2008 dollars This 
eslimale includes Duke Energy's 19 25% ownership interest in the Catawba Nuclear Station The other joint owners of Catawba Nuclear Station are 



responsible for decommissioning costs related to their ownership interests in the station The previous study, completed in 2004, estimated total 
nuclear decommissioning costs, including the cost to decommission plant components not subject to radioactive conlamination, of approximately 
$2 3 billion in 2003 dollars. 

Duke Energy filed these site-specific nuclear decommissioning cost stildies with the NCUC and the PSCSC in conjunction with the various rate 
case filings In addition to the decommissioning cost studies, a new funding sludy was completed and indicales the current annual funding 
requirement of approximately $48 million is sufficient lo cover the estimated decommissioning cosls. Duke Energy received an order from the 
NCUC on its rate case (iling on December 7 ,  2009, and the PSCSC accepled a settlement agreement on Duke Energy's rate case on January 20. 
2010. Both the NCUC and the PSCSC approved the existing $48 million annual funding level for nuclear decommissioning costs. 

The operaling licenses for Duke Energy's nuclear units are subject lo  exlension. In December 2003, Duke Energy was granted renewed 
operating licenses for Catawba Nuclear Station Units 1 and 2 until 2043 and McGuire Nuclear Station Unit 1 and 2 until 2041 and 2043, respectively. 
In 2000. Duke Enerqy was qranled a renewed operating license for the Oconee Nuclear Station Units 1 and 2 until 2033 and Unit 3 until 2034. 
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lanagement r  8. Risk Management, Derivative instruments and Hedging Activities 
ber ivat ive 
qstruments 
nd Hedging closely monitors the risks associated with commodity price changes and changes in interest rates on its operations and, where appropriate. uses 

ctivi ties 

The primary risks Duke Energy manages by utilizing derivative instruments are commodity price risk and interest rate risk Duke Energy 

various commodity and interest rate instruments to manage these risks Certain of these derivative instruments qualify for hedge accounting and 
are designated as hedging instruments, while others either do not qualify as a hedge or have not been designated as hedges by Duke Energy 
(hereinafter referred lo as undesignated contracts) Duke Energy's primary use of energy commodity derivatives is to hedge its generation 
portfolio against exposure to changes in the prices of power and fuel Interest rate swaps are entered into to manage interest rate risk primarily 
associated with Duke Energy's variable-rate and fixed-rate borrowings 

The accounting guidance for derivatives requires the recognition of all derivative instruments not identified as NPNS as either assets or 
liabilities at fair value in the Consolidated Balance Sheets For derivative instruments that qualify for hedge accounting, Duke Energy may elect 
to designate such derivatives as either cash flow hedges or fair value hedges. 

The operations of U S Franchised Electric and Gas business segment and certain operations of the Commercial Power business segment 
meet the criteria for regulatory accounting treatment Accordingly. for derivatives designated as cash flow hedges within the regulated operations. 
gains and losses are reflected as a regulatory liability or asset instead of as a component of AOCI. For derivatives designated as fair value 
hedges or left undesignated within the regulated operations. including economic hedges associated with Commercial Power's native load 
generation, gains and losses associated with the change in fair value of these derivative contracts would be deferred as a regulatory liability or 
asset, thus having no immediate earnings impact 

Within Duke Energy's unregulated businesses, for derivative instruments that qualify for hedge accounting and are designated as cash flow 
hedges, the effective portion of the gain or loss is reported as a component of AOCI and reclassified into earnings in the same period or periods 
during which the hedged transaction affects earnings Any gains or losses on the derivative that represent either hedge ineffectiveness or hedge 
components excluded from the assessment of effectiveness are recognized in current earnings For derivative instruments that are designated 
and qualify as a fair value hedge, the gain or loss on the derivative as well as the offsetting loss or gain on the hedged item are recognized in 
earnings in the current period Duke Energy includes the gain or loss on the derivative in the same line item as the offsetting loss or gain on the 
hedged item in the Consolidated Statements of Operations. Additionally, Duke Energy enters into derivative agreements that are economic hedges 
that either do not qualify for hedge accounting or have not been designated as a hedge. The changes in fair value of these undesignated 
derivative instruments are reflected in current earnings 

Commodity Price Risk 

Duke Energy is exposed to the impact of market changes in the future prices of electricity (energy, capacity and financial transmission 
rights), coal, natural gas and emission allowances (SO2, seasonal NOx and annual NOx) as a result of its energy operations such as electric 
generation and the transportation and sale of natural gas With respect Io commodity price risks associated with electric generation, Duke Energy 
is exposed to changes including, but not limited to. the cost of the coal and natural gas used to generate electricity, the prices of electricity in 
wholesale markets, the cost of capacity required to purchase and sell electricity in wholesale markets and the cost of emission allowances for 
S02 ,  seasonal NOx and annual NOx. primarily at Duke Energy's coal fired power plants Duke Energy closely monitors the risks associaled with 
commodity price changes on its future operations and, where appropriate, uses various commodity contracts to mitigate the effect of such 
fluctuations on operations Duke Energy's exposure to commodity price risk is influenced by a number of factors. including, but not limited to, the 
term of the contract. the liquidity of the market and delivery location 

Commodity derivatives associated with the risk management of Duke Energy's energy operations may be accounted for as either cash flow 
hedges or fair value hedges if the derivative instrument qualifies as a hedge under the accounting guidance for derivatives, or as an undesignated 
contract i f  either the derivative instrument does not qualify as a hedge or Duke Energy has elected to not designate the contract as a hedge 
Additionally. Duke Energy enters into various contracts that qualify for the NPNS exception Duke Energy primarily applies the NPNS exception 
to contracts within the U S Franchised Electric and Gas and Commercial Power business segments that relate to the physical delivery of 
electricity over the next 12 years 

Commodify Fair Value Hedges At December 31. 2009. Duke Energy did not have any open commodity derivative instruments that were 
designated as fair value hedges 

Commodify Cash Flow Hedges Duke Energy uses commodity instruments, such as swaps, futures. forwards and options. to protect margins 
for a portion of future revenues and fuel and purchased power expenses Duke Energy generally uses commodity cash flow hedges lo  mitigate 
exposures lo tlie price variability of the underlying commodities for, generally, a maximum period of  one year 

Undesfgnafed Conlracfs Duke Energy uses derivative contracts as economic hedges to manage tlie market risk exposures that arise from 
providing electric generation and capacity to large energy customers, energy aggregafors and other wholesale companies. Undesignated contracts 
include contracts not designated as a hedge, contracts that do not qualify for hedge accounting, derivatives ti?at no longer qualify for the NPNS 
scope exception and de-designated hedge contracts that were not re-designated as a Inedge. The contracts in this category as of December 3 1 ,  
2009 are primarily associaled with forward power sales and coal purchases, as well as forward SO 2 emission allowances. for the Commercial 
Power and U S Franchised Electric and Gas business segments Undesignated contracts also include contracts associated with operations that 
Duke Energy continues to wind down or has included as discontiiiued operations 

In connection with the exiting of the DENA business in 2005. Duke Energy entered into a series of Total Return Swaps (TRS) with Barclays 
Bank PLC (Barclays) which are accounted for as mark-to-market derivatives The TRS offsets the net fair value of the contracts being sold to 
Earclays The fair value of the TRS as of December 31, 2009 is an asset of approxinnately 512 million, which offsets the net fair value of the 
underlying contracts. wliich is a liability of approximately $12 million The remaining contracts covered by this TRS are with a single counterparty 
Although Duke Energy has transferred the risks associated with these contracts to Barclay's via the TRS. Duke Energy will continue to facilitate 
these contracts for their duration 

Interest Rate Risk 



Duke Energy is exposed to risk resulting from changes in interest rates as a result of its issuance or anticipated issuance of variable and 
fixed-rate debt and commercial paper Duke Energy manages its interest rate exposure by limiting its variable-rate exposures to a percentage of 
total capitalization and by monitoring the effects of market changes in interest rates. To manage risk associated with changes in interest rates, 
Duke Energy may enter into financial contracts, primarily interest rate swaps and U S  Treasury lock agreements. The majority of Duke Energy's 
currently outstanding derivative instruments related Io interest rate risk are hedges 

Additionally, in anticipation of certain fixed-rate debt issuances, Duke Energy may execute a series of forward starling interest rate swaps to 
lock in components of the market interest rates at the time and terminate these derivatives prior to or upon the issuance of the corresponding 
debt. When these transactions occur within a business that applies regulatory accounling treatment, any pre-tax gain or loss recognized from 
inception to termination of the hedges may be recorded as a regulatory liability or asset and amortized as a component of interest expense over 
the life of the debt. Alternatively, Duke Energy may designate these derivatives as hedges. If so, any pre-tax gain or loss recognized from 
inception to termination of the hedges is recorded in AOCl and amortized as a component of interest expense over the life of the debt 

At December 31, 2009, the total notional amount of Duke Energy's receive fixed/pay-variable interest rate swaps (fair value hedge) was 5275 
million and the total notional amount of Duke Energy's receive variablelpay-fixed interest rate swaps (cash flow hedge) was $91 million 

Volumes 

The following table shows information relating to the volume of Duke Energy's derivative activity outstanding as of December 31, 2009 
Amounts disclosed represent the notional volumes of commodities and the notional dollar amounts of debt subject to derivative contracts 
accounted for at fair value For option contracts, notional amounts include only the delta-equivalent volumes which represent the notional volumes 
times the probability of exercising the option based on current price volatility Volumes associated with contracts qualifying for the NPNS 
exception have been excluded from the table below. Amounts disclosed represent the absolute value of notional amounts Duke Energy has 
netted contractual amounts where offsetting purchase and sale contracts exist with identical delivery locations and times of delivery. 

Underlying Notional Amounts for Derivative Instruments Accounted for At Fair Value 

December 31 
2009 

Commoditv contracts 
Electricity-energy (Gigawatt-hours) 
Emission allowances: SO2 (thousands of tons) 
Emission allowances: NOx (thousands of tons) 
Natural gas (millions of decatherms) 
Coal (millions of tons) 

Financial contracts 
Interest rates (dollars in millions) 

3,68 

7 

5 36 

The following table shows fair value amounts of derivative contracts as of December 31, 2009 and the line item(s) in the Consolidated 
Balance Sheets in which such amounts are included. The fair values of derivative contracts are presented on a gross basis, even when the 
derivative instruments are subject to master netting arrangements. Cash collateral payables and receivables associated with the derivative 
contracts have not been netted against the fair value amounts 

Location and Fair Value Amounts of Derivatives Reflected in the Consolidated Balance Sheets 

December 31, 2009 

Balance Sheet Locat ion 

Derivatives Designated as Hedging Instruments 

Commoditv contracts 
Current Assets: Other 
Interest rate contracts 
Current Assets: Other 
Current Liabilities: Other 
Deferred Credits and Other Liabilities: Other 

Asset Liabi l i ty  
Derivatives Derivative 

(in mi l l ions) 
_ . ~  - 

5 1 %  

Total Derivatives Designated as Hedging Instruments 5 5 L  

Derivatives Not Designated as Hedging Instruments 

Commodity contracts 
Current Assets: Other 
Investments and Other Assets: Other 
Current Liabilities: Other 
Deferred Credits and Other Liabilities- Other 
Interest rate contracts 
Current Liabilities: Other 
Deferred Credits and Other Liabilities: Other 

5 59 5 
59 
85 23 
44 10 

Total Derivatives Not Designated as Hedging Instruments 5 247 5 34 

Total Derivatives 5 252 S 34 

The following table shows the amount of the gains and losses recognized on derivative instruments designated and qualifying as cash flow 
hedges by type of derivative contract during the year ended December 31. 2009 and the financial statement line ilems in which such gains and 



losses are included 

Cash Flow Hedges - Location and Amount of Pre-Tax Losses Recognized in Comprehensive 
Income 

Year 
Ended 

December 31, 
2009 

( in  mi l l ions) 

Location of Pre-Tax Losses Reclassified f rom AOCl in to  Earnings(") 
Commodity contracts 
Revenue, non-regulated electric. natural gas and other 
Fuel used in electric generation and purchased power-non-regulated 
Interest rate contracts 
Interest expense 

Total Pre-Tax Losses Reclassified f rom AOCl i n to  Earnings 

(a) Represents the gains and losses on cash flow hedges previously recorded in AOCI during the term of the hedging relationship and reclassified 
into earnings during the current period. 

The effective portion of gains or losses on cash flow hedges that were recognized in AOCl during the year ended December 31, 2009 was 
insignificant. In addition, there were no losses due to hedge ineffectiveness during the year ended December 31, 2009. No gains or losses have 
been excluded from the assessment of hedge effectiveness, As of December 31, 2009, an insignificant amount of pre-tax deferred net gains on 
derivative instruments related to commodity and interest rate cash flow hedges accumulated on the Consolidated Balance Sheets in AOCl are 
expected lo he recognized in earnings during the next 12 months as the hedged transactions occur 

The following table shows the amount of the pre-tax gains and losses recognized on undesignated hedges by type of derivative instrument 
during the year ended December 31, 2009 and the line item(s) in the Consolidated Statements of Operations in which such gains and losses are 
included or deferred on the Consolidated Balance Sheets as regulatory assets or liabilities 

Undesignated Hedges - Location and Amount of Pre-Tax Gains and (Losses) Recognized in 
Income or as Regulatory Assets or Liabilities 

Year 
Ended 

December 31, 
2009 

( in mi l l ions) 

Location of Pre-Tax Gains Recognized in Earnings 
Commodity contracts 
Revenue, regulated electric 
Revenue. non-regulated electric, natural gas and other 
Fuel used in electric generation and purchased power-non-regulated 
Interest rate contracts 
Interest expense 

Total Pre-Tax Gains Recognized in Earnings 

$ 1 
1 

10 

1 

$ 13 

Location of Pre-Tax Gains (Losses) Recognized as Regulatory Assets or Liabil it ies 
Commoditv contracts 

Regulatory Asset $ (48) 
Regulalory Liability 3 
Interest rate contracts 
Regulatory Asset 1 
Total Pre-Tax Losses Recognized as Regulatory Assets o r  Liabil it ies $ (44) 

Credit Risk 

Duke Energy's principal customers for power and natural gas marketing and lransporlation services are industrial end-users. marketers, local 
dislribulion companies and utilities located throughout the U S and Latin America Duke Energy has concentrations of receivables from natuial 
gas and electric utilities and their affiliates, as well as industrial customers and marketers IhroiJghoul lliese regions These concentrations of 
cuslomers may affect Duke Energy's overall credit risk in that risk factors can negatively impact the credit quality of the entire sector Where 
exposed to credit risk, Duke Energy analyzes the counlerparties' financial condition prior to entering into an agreement, establishes credit limits 
and monitors Ihe appropriateness of Ihose limits on an ongoing basis 

Duke Energy's industry has historically operated under negotiated credil lines for physical delivery contracts Duke Energy frequently uses 
masler collaleral agreements to miligate certain credil exposures, primarily related to hedging the risks inherent in its generation portfolio The 
collaleral agreements provide for a counlerparly to post cash or Iellers of  credit lo Ihe exposed party for exposure in excess of an established 
threshold The threshold amounl represents an unsecured credil limil determined in accordance with the corporate credit policy Collateral 
agreenienls also provide that the inahilily to posl collateral is sufficient cause lo lerminate contracls and liquidale all positions 

Duke Energy also obtains cash, letlers of credil or surely bonds from customers to provide credil support oulside of collaleral agreemenls. 
where appropriale. based on ils financial analysis of the customer and the regulalory or contractual terms and conditions applicable l o  each 
Iransaclion 



Certain of Duke Energy's derivative contracts contain contingent credit features, such as material adverse change clauses or payment 
acceleration clauses that could result in immediate payments, the posting of letters of credit or the termination of the derivative contract before 
maturity if specific events occur, such as a downgrade of Duke Energy's credit rating below investment grade. 

The following table shows information with respect to derivative contracts that are in a net liability position and contain objective credit-risk 
related payment provisions. The amounts disclosed in the table below represents the aggregate fair value amounts of such derivative instruments 
at the end of the reporting period, the aggregate fair value of assets that are already posted as collateral under such derivative instruments at the 
end of the reporting period, and the aggregate fair value of additional assets that would be required to be transferred in the event that credit-risk- 
related contingent features were triggered at December 31, 2009 

Information Regarding Derivative instruments that Contain Credit-risk Related Contingent 
Features 

December 31 
2009 

( in  mi l l ions) 

Aggregate Fair Value Amounts of Derivative Instruments in a Net Liability Position $ 2Oi 
Collaleral Already Posted $ 131 
Additional Cash Collateral or Letters of Credit in the Event Credit-risk-related Contingent Features were Triggered at the 

End of the Reporting Period $ I 

Netting of Cash Collateral and Derivative Assets and Liabil it ies Under Master Netting Arrangements. Duke Energy offsets fair value 
amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or 
payable against fair value amounts recognized for derivative instruments executed with the same counterparty under the same master netting 
agreement. At December 31, 2009 and 2008, Duke Energy had receivables related to the right to reclaim cash collateral of approximately $1 12 
million and $86 million, respectively, and had payables related to obligations to return cash collateral of insignificant amounts that have been 
offset against net derivative positions in the Consolidated Balance Sheets Duke Energy had collateral receivables of approximately $19 million 
and 564 million under master netting arrangements that have not been offset against net derivative positions at December 31, 2009 and 2008, 
respectively. Duke Energy had insignificant cash collateral payables under master netting arrangements that have no1 been offset against net 
derivative positions at December 31, 2009 and 2008 

See Note 9 for additional informalion on fair value dtsclosures related to derivatives 



Fa i r  Va lue  of Financ ia l  Asse ts  a n d  L iab i l i t ies  

On January 1 ,  2008, Duke Energy adopted the new fair value discloslJre requirements for financial instruments and non-financial derivatives. On a lue  of  

inancia' January 1 ,  2009, Duke Energy adopted the new fair value disclosure requirements for non-financial assets and liabilities measured at fair value on a 

n d  value standards. 
i ab i l i t i es  

non-recurring basis Duke Energy did not record any cumulative effect adjustment to retained earnings as a result of the adoption of the new fair 

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

Duke Energy classifies recurring and non-recurring fair value measurements based on the following fair value hierarchy, as prescribed by the 

Level I-unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy has the ability to access. An active market 
for the asset or liability is one in which transactions for the asset or liability occur with sufficient frequency and volume to provide ongoing pricing 
information Duke Energy does not adjust quoted market prices on Level 1 for any blockage factor. 

Level 2-a fair value measurement utilizing inputs other than a quoted market price that are observable, either directly or indirectly. for the asset 
or liability Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market. quoted prices for identical 
or similar assets or habilities in markets that are not active and inputs other than quoted market prices that are observable for the asset or liability. 
such as interest rate curves and yield curves observable at commonly quoted intervals, volatilities, credit risk and default rates A level 2 
measurement cannot have more than an insignificant portion of the valuation based on unobservable inputs 

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

The fair value accounting guidance for financial instruments, which was effective for Duke Energy as of January 1 ,  2008, permits entities to elect 

accounting guidance for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 

to measure many financial instruments and certain other items at fair value that are not required to be accounted for at fair value under existing 
GAAP Duke Energy does not currently have any financial assets or financial liabilities that are not required to be accounted for at fair value under 
GAAP for which it elected to use the option to record at fair value. However, in the future. Duke Energy may elect to measure cerlain financial 
instruments at fair value in accordance with this accounting guidance 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy's Consolidated Balance 
Sheets at fair value at December 31, 2009 and 2008 Derivative amounts in the table below exclude cash collateral amounts which are disclosed in 
Note 8 

Total Fair 
Value 

Amounts at 
December 31, 

2009 Level 1 Level 2 Level 3 

Descr ipt ion 
Investments in available-for-sale auction rate securities (a)(b) 

Nuclear decomniissioning trust fund equity securities Ib) 
Nuclear decommissioning trust fund debt securities (b) 

Other long-term trading and available-for-sale equity securities (a)(b) 

Other long-term trading and available-for-sale debt securities (a)(b) 

Derivative assetsIc) 

Total Assets 
Derivative 

( in  mi l l ions) 

s 198 $ -  $ - $ 198 
1,156 1,156 __ - 

609 36 573 - 

258 32 226 - 
95 

S 2,407 $1,285 $ E29 $ 293 

__ 66 60 6 

i 20 t -  24 - 

(217)-  (112) (35) - (70) 

Ne1 Assets s 2,190 - $1,173 $223 

(a) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets 
(b) See Note 10 for additional informalion related to inveslments by major security type. 
(c) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets See Note E for 

additional informalion regarding derivatwes 
(d) Included in Other within Current Liabilities and Other wilhin Deferred Credits and Other Liabilities on the Consolidated Balance Sheels See Note 8 

for additional information regarding derivatives. 

Total Fair 
Value 

Amounts at 
December 31, 

2008 Level 1 Level 2 Level 3 



( in  mi l l ions) 

Descr ipt ion 
Investments in available-for-sale auction rate securities 
Nuclear decommissioning trust fund equity securities (b) 
Nuclear decommissioning trust fund debt securities (b) 

Other long-term trading and available-for-sale equity securities (b)(c) 
Other long-term trading and available-for-sale debt securities (b)(c) 

Derivative assetdd) 

Total Assets 
Derivative liabilitiede) 

Net Assets 

$ 224 5 -  $ -  5 224 
- - 831 83 1 

605 22 583 
80 49 31 

234 25 209 
70 251 

- 
- 
- 

172 

5 2,225 $ 936 5 893 5 396 

_1- - 9 - -.I_.- 

(34 1 ) -@g) 323 
5 258 - 5 778 - $ 848 - 5 1,884 - 

(a) Approximately $173 million of auction rate securities are included in Other within Investments and Other Assets and approximately 551 million are 
classified as Short-Term Investments within Current Assets on the Consolidated Balance Sheets 

(b) See Note 10 for additional information related to investments by major security type. 
(c) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets. 
(d) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets 
(e) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis 
where the determination of fair value includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

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

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

Total pre-tax (losses) gains included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total losses included on balance sheet as regulatory asset or liability or as non-current liability 

Balance at December 31,2009 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 
measurements outstanding at December 31, 2009: 

Revenue, nomregulated electric, natural gas, and other 
Fuel used in electric generation and purchased power-non-regulated 

Total 

Year Ended December 31,2008 
Balance at January 1, 2008 

Transfers in to Level 3 
Total pre-tax realized or unrealized gains (losses) included in earnings: 

Revenue, non-regulated electric, natural gas, and other 
Fuel used in electric generalion and purchased power-non-regulated 
Other income and expense, net 

Total pre-tax losses included in other comprehensive income 
Net purchases, sales, issuances and settlements 
Total gains included on balance sheet as regulatory asset or liability or as non-current liability 

Balance at December 31, 2008 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 
measurements outstanding at December 31, 2008: 

Revenue, non-regulated electric. natural gas. and other 
Fuel used in electric generation and purchased power-non-regulated 
Other income and expense, net 

Total 

Available-for-Sale 
Auction Rate Derivatives 

Securities (net) 

(in mi l l ions) 

$ 27 - 

Total 
-- 

5 258 

(5: 

(9: 
(23: 
3; 

16 

$223 - 
5 (14 

A 2  
$J6- 

$ 23 
285 

(1 1 
96 
(3 

(44 
(114 

26 

5 258 

- 
- 
5 ( 3  

30 

(3 

5 24 - 
Valuation methods of the primary fair value measurements disclosed above are as fallows: 

Investments i n  equity securit ies: Investments in equity securities are typically valued at the closing price in Ihe principal active market as of 
the last business day of the quarter Principal active markets for equity prices include published exchanges such as NASDAQ and NYSE Foreign 
equity prices are translated from their trading currency using the currency exchange rate in effecl at the close of the pr~ncipal active market Duke 
Energy has not adjusted prices to reflecl for afler-hours market activity The majority of Duke Energy's investments in equity securities are valued 
using Level 1 measurements 

Investments in available-for-sale auction rate securit ies: At December 31, 2009 and 2008 Duke Energy has approximalely 5251 million par 



value (approximately $198 million fair value) and approximately 5270 million par value (approximately $224 million fair value), respectively, of auction 
rate securities for which an active market does not currently exist. The majorily of these auction rate securities are AAA rated student loan securities 
for which substantially all the values are ultimately backed by the U S. government" All of these securities were VahJed as of December 31, 2009 and 
2008 using measurements appropriate for Level 3 investments The methods and significant assumptions used to determine the fair values of Duke 
Energy's investment in auction rate debt securities represented a combination of broker-provided quotations and estimations of fair value using 
validation of such quotations through internal discounted cash flow models which incorporated primarily Duke Energy's own assumptions as to the term 
over which such investments will be recovered at par, the current level of interest rates, and the appropriate risk-adjusted (for liquidity and credit) 
discount rates when relevant observable inputs are not available to determine present value of such cash flows. In preparing the valuations, all 
significant value drivers were considered, including the underlying collateral. 

See Note 10 for a discussion of other-than-temporary impairments associated with investments in auction rate debt securities during the year 
ended December 31, 2008 

Investments in debt securities: Most debt investments are valued based on a calculation using interest rate curves and credit spreads applied lo 
the terms of the debt instrument (maturity and coupon interest rate) and consider the counterparty credit rating. Most debt valuations are Level 2 
measures. If the market for a particular fixed income security is relatively inactive or illiquid, the measurement is a Level 3 measurement" IJ.S 
Treasury debt is typically a Level 1 measurement. 

Commodity derivatives: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is 
adjusted for liquidity (bid-ask spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and discounted to 
present value. The primary difference between a Level 2 and a Level 3 measurement has to do with the level of activity in forward markets for the 
commodity If the market is relatively inactive, the measurement is deemed to be a Level 3 measurement Some commodity derivatives are New 
York Mercantile Exchange (NYMEX) contracts, which Duke Energy classifies as Level 1 measurements 

Additional fair value disclosures. The fair value of financial instruments, excluding financial assets and certain financial liabilities included in the 
scope of the accounting guidance for fair value measurements disclosed in the tables above, is summarized in the following table. Judgment is 
required in interpreting markel data to develop the estimates of fair value Accordingly, the eslimates determined as of December 31, 2009 and 2008 
are not necessarily indicative of the amounts Duke Energy could have realized in current markets 

As of December 31, 

2009 2008 

Book Approximate Book Approximate 
Value Fair Value Value Fair  Value 

~- 
(in mi l l ions) 

Long-term debt, including current maturities $ 17,015 $ 16,899 $ 13,896 $ 13,981 

The fair value of cash and cash equivalents, accounts and notes receivable. accounts payable and commercial paper are not materially different 
from their carrying amounts because of the short-term nature of these instruments andlor because the stated rates approximate market rates 

See Note 1 1  for a discussion of non-recurring fair value measurements related to goodwill and other long-lived assets for which impairment 
charges were recorded during the third quarter of 2009. 

See Note 20 for disclosure of fair value measurements for investments that support Duke Energy's qualified, non-qualified and other post- 
retirement benefit plans -- 



I nves tmen ts  in Debt  and Equity Secur i t ies  
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I O .  investments in Debt and Equity Securities 

Duke Energy classifies its investments in debt and equity securities into two categories - trading and available-for-sale. Investments in debt 
and equity securities held in grantor trusts associated with certain deferred compensation plans are classified as trading securities and are reported 
at fair value in the Consolidated Balance Sheets with net realized and unrealized gains and losses included in earnings each period. All other 
investments in debt and equity securities are classified as available-for-sale securities, which are also reported at fair value on the Consolidated 
Balance Sheets with unrealized gains and losses excluded from earnings and reported either as a regulatory asset or liability, as discussed further 
below, or as a component of other comprehensive income until realized. 

Duke Energy's available-for-sale securities are primarily comprised of investments held in the NDTF, investments in a grantor trust at Duke 
Energy Indiana related to other post-retirement benelit plans as required by the IURC, the captive insurance investment portfolio and investments 
in auction rate debt securities The investments within the NDTF and Duke Energy Indiana's grantor trust are managed by independent investment 
managers with discrelion Io buy, sell and invest pursuant Io the objectives set forth by the trust agreements. Therefore, Duke Energy has limited 
oversight of the day-to-day management of these investments. Since day-lo-day investment decisions, including buy and sell decisions, are 
made by the investment manager, the ability to hold investments in unrealized loss positions is outside the control of Duke Energy. Accordingly, all 
unrealized losses associated with equity securities within the NDTF and Duke Energy Indiana's grantor trust are considered other-than-temporary 
and are recognized immediately when (he fair value of individual investments is less than the cost basis of the investment Pursuant to regulatory 
accounting, substantially all unrealized losses associated with investments in debt and equity securities within the NDTF and Duke Energy 
Indiana's grantor trust are deferred as a regulatory asset. thus there is no immediate impact on the earnings of Duke Energy as a result of any 
other-than-temporary impairments that would otherwise be required lo be recognized in earnings. For investments in debt and equity securities held 
in the captive insurance portfolio and investments in auction rate debt securities, unrealized gains and losses are included in other comprehensive 
income until realized, unless it is determined that the carrying value of an investment is other-than-temporarily impaired, at which time the wrile- 
down to fair value may be included in earnings based on the criteria discussed below. 

For available-for-sale securities outside of the NDTF and Duke Energy Indiana grantor trust, which are discussed separately above, Duke 
Energy analyzes all investment holdings each reporting period to determine whether a decline in fair value should be considered other-than- 
temporary. Criteria used to evaluate whether an impairment associated with equity securities is other-than-temporary includes, but is not limited to, 
the length of time over which the market value has been lower than the cos1 basis 01 the inveslmenl. the percentage decline compared to Ihe cost 
of the investment and management's intent and ability to retain its investment in the issuer for a period of time sufficient to allow for any 
anticipated recovery in market value. If a decline in lair value is determined to be other-than-temporary, the investment is written down to its fair 
value through a charge to earnings. 

With respect to investments in debt securities, during the first quarter 01 2009, Duke Energy adopted the modified other-than-temporary 
impairment accounting guidance issued by the FASB. which changed the other-than-temporary impairment guidance related to investments in debt 
securities" Under this modified other-than-temporary impairment guidance, i f  the entity does not have an intent to sell the security and it is not 
more likely than not that management will be required to sell the debt security before the recovery of its cost basis, the impairment write-down to 
fair value would be recorded as a component of other comprehensive income, except for when it is determined that a credit loss exists. In 
determining whether a credit loss exists, management considers, among other things. the length of time and the extent to which the fair value has 
been less than the amortized cost basis, changes in the financial condition of the issuer of the security, or in the case of an asset backed security, 
the financial condition of the underlying loan obligors. consideration of underlying collateral and guarantees of amounts by government entities. 
ability of the issuer of the security to make scheduled interest or principal payments and any changes to the rating of the security by rating 
agencies If i t  is determined that a credit loss exists. Ihe amount of impairmenl wrile-down to fair value would be split between the credit loss, 
which would be recognized in earnings, and the amount attributable to all other factors, which would be recognized in other comprehensive income 
The adoption of the modified other-than-temporary impairment guidance primarily impacts Duke Energy's investments in auction rate debt 
securities and the investments held in the captive insurance portfolio since, as discussed above, the debt securities held in the NDTF and Duke 
Energy Indiana's grantor trust receive regulatory deferral treatment of all unrealized losses including other-than-temporary impairments Since 
management believes, based on consideration of the criteria above, that no credit loss exists as of December 31, 2009 and management does not 
have the intent to sell its investments in auction rate debt securities and the investments in debt securities within its captive insurance portfolio, 
and it is not more likely than not that management will be  required to sell these securities before the anticipated recovery of their cost basis, 
management concluded that there were no other-than-temporary impairments necessary as of December 31, 2009 Accordingly, all changes in the 
market value of investments in auction rate debt securities and captive insurance investments were reflected as a component of other 
comprehensive income in 2009 However, during the year ended December 31, 2008, Duke Energy recorded a pre-tax impairment charge lo  
earnings of approximately $13 million related to the credit risk of certain investments including auction rate debt securities The remaining changes 
in fair value of investments in auction rate debt securities and caplive insurance investments in 2008 were considered temporary and were 
reflected as a component of other comprehensive income See Note 9 for additional information related to fair value measuremenls for 
investments in auction rate debt securities that were not part of i ls NDTF or captive insurance portfolio. 

Management will continue lo monitor the carrying value of its entire portfolio of investments in the future to determine if any additional olher- 
than-temporary impairment losses should be recorded 

Investments in debt and equity securities are classified as either short-term iriveslmenls or long-lerm investnients based on management's 
intent and ability l o  sell these securities. taking into consideration illiquidity faclors in the current markets with respecl to certain short-term 
investments that have hislorically provided for a high degree of liquidity such as investments in auction rate debt securities. 

Shorf-term inveslmenfs At December 31, 2008, Duke Energy had approximately $51 million carrying value (approximately $55 million par 
value) of short-term investments The balance at December 31 2008 consisted 01 investments in auction rate debt securities that either had a 
stated maturity within the next 12 months or Duke Energy believed the investnients were reasonably expected to be refunded within the next 12 
months based on notification of a refunding plan by the issuer At December 31. 2008, management believed that approximately $49 million par 
value of investments in auction rate debt securities were reasonably expected to be refunded within the next 12 months based on notification of 
refunding by the issuer However, due to an ongoing delay in that refunding plan, Duke Energy reclassified these securities to long-term 
investments in the second quarter of 2009 Duke Energy continues to hold these securities at December 3 1 ,  2009 The remaining balance of 
investments in auction rate debt securities at December 31, 2008 were included in long-term investments and are discussed below. During the year 
ended December 31. 2009 there were no purchases or sales of short-term investments During the years ended December 31, 2008 and 2007. 
Duke Energy purchased short-term investments 01 approxiniately 54 277 million and $21.66 1 million. respectively. During the years ended 
December 31. 2008 and 2007. Duke Energy received proceeds on sales of approximately 54.424 million and $22,685 million, respectively 

Long-term investments Duke Energy classifies its investments in debt and equity securities held in the NDTF (see Note 7 for further 



information). in the Duke Energy Indiana grantor trust and the captive insurance investment portfolio as long-term. Additionally, approximately $198 
million carrying value (approximately $251 million par value) and approximately $1 73 million carrying value (approximately $21 5 million par value) 
of investments in auction rate debt securities have been classified as long-term at December 31, 2009 and 2008, respectively, due to market 
illiquidity factors as a result of continued failed auctions All of these investments are classified as available-for-sale and, therefore. are reflected 
on the Consolidated Balance Sheets at estimated fair value based on either quoted market prices or management’s best estimate of fair value 
based on expected future cash flow using appropriate risk-adjusted discount rates Since management does not intend to use these investments in 
current operalions, these investments are classified as long-lerm At December 3 1, 2009 and 2008, Duke Energy’s long-term available-for-sale 
investments had a fair market value of $2,254 million and $1,855 million, respectively. 

The cost of securities sold is delermined using the specific idenlificalion method. During the years ended December 31, 2009, 2008 and 2007, 
Duke Energy purchased long-term investmenls of approximately $3,013 million, $3,076 million and $1.978 million, respectively, and received 
proceeds on sales of approximately $2.988 million $3.030 million and $1,928 million, respectively. The majority of these purchases and sales relate 
to activity within the NDTF. including annual contributions to the NDTF of approximately $48 million pursuant to an order by lhe NCUC (see Note 
7) 

The estimated fair values of short-term and long-term investments classified as available-for-sale are as follows (in millions): 

As of December 31, 

2009 2008 

-- -- 
Gross Gross Gross Gross 

Unrealized l lnreal ized Estimated Unrealized unrealized Estimatec 
Ho ld ing  Ho ld ing  Fair  Ho ld ing  Ho ld ing  Fa i r  
Gains(”) Losseda) Value Gains(”) Losses(”) Value 

5 -  5 5 (4) %.-2 
5 - 5 -  $ (4) $ 5‘ 

- - 5 

5 

__ $ 

5 

~ -- - - Short-term Investments 

- __ -- Total short-term investments 

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

5 337 5 (30) 5 1,216 5 161 5 (163) $ 88[ 

83 2 (10) 15[ 
- 29: 290 18 

21 1 3 (31) 23t 

14 (2 )  256 5 (7) 12r 

2 (8 )  
11 (1) 
- (53) 198 
18 (18) 

- (42) 17: 

Total long-term investments $ 382 $ (112) 5 2,254 5 189 $ (253) $ 1,85! 

(a) The table above includes unrealized gains and losses of approximately $374 million and S56 million, respectively. at December 31, 2009 and 
unrealized gains and losses of approximately $182 million and Sl90 million. respectively, at December 31, 2008 associated with investments 
held in the NDTF Additionally. the table above includes unrealized gains of approximately $1 million and an insignificant amount of unrealized 
losses at December 31, 2009 and unrealized gains and losses of approximately $1 million and $14 million, respectively, at December 31, 2008 
associated with investments held in the Duke Energy Indiana Grantor Trust As discussed above, unrealized losses on investments within the 
NDTF and Duke Energy Indiana Grantor Trust are deferred as regulatory assets pursuant to regulatory accounting 

For the years ended December 31, 2009, 2008, and 2007, a pre-tax gain of approximately $7 million, a pre-tax loss of approximately $1 
million, and a pre-tax gain of less than $1 million, respeclively, were reclassified out of AOCl into earnings 

Debt securities held at December 31, 2009, which includes auction rate securities based on the stated maturity date, mature as follows: $44 
million in less than one year, $173 million in one to five years, $156 million in six to 10 years and 5657 million thereafter 

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized loss position for which 
other-than-temporary impairment losses have not been recorded, summarized by investment type and length of time that the securities have been 
in a continuous loss position, are presented in the table below as of December 31, 2009 and 2008 

As of December 31, 2009 

Equity Securities 
Corporate Debt Securities 
Municipal Bonds 
U S .  Government Bonds 
Auction Rate Securities(b) 
Other 

Total 

Equity Securities 

Fair  Unrealized Loss Posi t ion l lnreal ized Loss Posi t ion 
Va I u ela) > I 2  months c12 months 

(in mi l l ions) 

Fair Unrealized Loss Posit ion Unrealized Loss Posi t ion 
Val ue(a) > I 2  months < I 2  months 

(in mi l l ions) 

5 353 5 (12) S (151) 



Corporate Debt Securities 38 ( 3 )  (4 1 
(10) 
(46) 

Other '08 -.--.-..--2) (28) 

- Municipal Bonds 66 
Auction Rate Securities(b) 224 - 

$ 789 $ ' (18) $ (239) - Total 

(a) The table above includes fair values of approximately $298 million and $486 million at December 31, 2009 and 2008, respectively, associated 
with investments held in the NDTF Additionally, the table above includes fair values of approximately $27 million and $33 million at 
December 31, 2009 and 2008, respectively. associated with investments held in the Duke Energy Indiana Grantor Trust. 

(b\ See Note 9 for information about fair value measurements related to investments in auction rate debt securities 
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11. Goodwill and Intangible Assets 

Goodwill. The following table shows goodwill by business segment at December 31, 2009 and 2008: 

US. Franchised Electric and Gas 
Commercial Power(a) 
International Energy 

Total consolidated 

U S .  Franchised Electric and Gas 
Commercial Power 
International Energy 

Acquisit ions, 
Fore ign  

Balance Impairment Exchange and 
January 1, of  Other 

Goodwi l l  Changes 2009 

Acquisit ions, 
Fore ign  

Balance Impairment Exchange and 

2008 Goodwi l l  Changes 
January I ,  of Other 

-. 
( in mi l l ions) 

S 3,478 $ -  $ 22 
89 

~- ~ - "  -..-..-..-(33) 

__ 87 1 
293 _. 

Total consolidated S 4,642 $ - -  $ 78 

Balance 
December 31, 

2009 

$ 3,483 
569 
298 

$ 4,350 

-- 

Balance 
December 31, 

2008 

$ 3,500 
960 
260 

$ 4.720 

(a) The 2009 impairment charge, which is disclosed below. is the first goodwill impairment charge recorded by Duke Energy since the initial 
transaction occurred that resulted in the recognition of goodwill 

Duke Energy is required to perform an annual goodwill impairment test as of the same date each year and, accordingly, performs its annual 
impairment testing of goodwill as of August 31 Duke Energy updates the test between annual tests if events or circumstances occur that would more 
likely than not reduce the fair value of a reporting unit below its carrying value The annual analysis of the potential impairment of goodwill requires a 
two step process. Step one of the impairment test involves comparing the fair values of reporting units with their aggregate carrying values, including 
goodwill. If the carrying amount of a reporting unit exceeds the reporting unit's fair value, step two must be performed to determine the amount, if 
any, of the goodwill impairment loss I f  the carrying amount is less than fair value, further testing of goodwill impairment is not performed 

Step two of the goodwill impairment test involves comparing the implied fair value of the reporting unit's goodwill against lhe carrying value ol the 
goodwill. Under step two. determining the implied fair value of goodwill requires the valuation of a reporting unit's identifiable tangible and intangible 
assets and liabilities as if the reporting unit had been acquired in a business combination on the testing date The difference between the fair value of 
the entire reporting unit as determined in step one and the net fair value 01 all identifiable assets and liabilities represents the implied fair value of 
goodwill. The goodwill impairment charge, i f  any, would be the difference between the carrying amount of goodwill and the implied fair value of goodwill 
upon the completion of step two 

For purposes of the step one analyses, determination of reporting units fair value was based on a cornbination of the income approach, which 
estimates the fair value of Duke Energy's reporting units based on discounted future cash flows, and the market approach, which estimates the fair 
value of Duke Energy's reporting units based on market comparables within the utility and energy industries Based on completion of step one of the 
annual impairment analysis, management determined that the fair values of all reporting units except for Commercial Power's non-regulated Midwest 
generation reporting unit, for which the carrying value of goodwill was approximately $890 million as of August 31, 2009, were greater than their 
respective carrying values. Accordingly, only Commercial Power's non-regulated Midwest generation reporting unit required management to perform 
step two of the goodwill impairment test to determine the amount of the goodwill impairment" 

Commercial Power's non-regulated Midwest generation reporting unit includes nearly 4,000 MW of coal-fired generation capacity in Ohio dedicated 
to serve Ohio native load customers under the ESP through December 31. 201 1 These assets. as excess capacity allows, also generate revenues 
through sales outside the native load customer base. and such revenue is termed non-native Additionally. this reporting unit has approximately 3.600 
MW of gas-fired generation capacity in Ohio Pennsylvania, Illinois and Indiana The businesses within Commercial Power's non-regulated generation 
reporling unit operate in an unregulated environment in Ohio As a result. the operations within this reporting unit are subjected to competitive 
pressures that do not exist in any of Duke Energy s regulated jurisdictions 

Commercial Power's other businesses. including the wind generalion assets, are in a separate reporling unit for goodwill impairment testing 
purposes No impairment exists with respect to Commercial Power's wind generalion assets 

The fair value of the non-regulated Midwest generation reporting unit is impacted by a multitude of factors. including current and forecasted 
customer demand, current and forecasted power and commodity prices. impact of the economy on discount rates, valuation of peer companies, 
competition. and regulatory and legislative developments Management's assumptions and views of these faclors continually evolves, and such 
views and assumplions used in determining lhe step one fair value of the reporting unit in 2009 changed significantly from those used in the 2008 
annual impairment test These factors had n significant impacl on the risk-adjusted discount rate and other inputs used to value the non-regulated 
Midwest generation reporting unit More specifically, as of August 31. 2009. the following factors significantly impacted management's valuation of the 
reporting unit that consequently resulted in iin approximale 537 1 million non-cash goodwlll impalrment charge during the third quarter of 2009: 

* Decline in load (elecfrrcify de!naridj lurecast-As a result of lower demand due to the continuing economic recession, forecasts evolved 



throughout 2009 that indicate that lower demand levels may persist longer than previously anticipated. The potential for prolonged suppressed 
sales growth. lower sales volume forecasts and greater uncertainty with respect l o  sales volume forecasts had a significant impact to the 
valuation of this reporting unit. 

Depressed market powerprices-Low natural gas and coal prices have put downward pressure on market prices for power As the economic 
recession continued throughout 2009, demand for power remained low and market prices were at lower levels than previously forecasted. In 
Ohio. Duke Energy provides power to retail customers under the ESP, which utilizes rates approved by the PUCO through 201 1 These rates 
are currently above market prices for generation services. The current low levels of market prices impact price forecasts and places 
uncertainty over the pricing of power after the expiration of the ESP at the end of 201 1. Additionally, customers have recently begun to select 
alternative energy generation service providers, as allowed by Ohio legislation. which further erodes margins on sales 

Carbon legislation/regulafion developments-On June 26, 2009, the US. House of Representatives passed The American Clean Energy and 
Security Act of 2009 (ACES) to encourage the development of clean energy sources and reduce greenhouse gas emissions. The ACES would 
create an economy-wide cap and trade program for large sources of greenhouse gas emissions. In September 2009, the U S. Senate made 
significant progress towards their own version of climate legislation and, also in 2009, the EPA began actions that could lead to its regulation of 
greenhouse gas emissions absent carbon legislation. Climate legislation has the potential to significantly increase the costs of coal and other 
carbon-intensive electricity generation throughout the U S., which could impact the value of the coal fired generating plants, particularly in non- 
regulated environments 

In addition to the goodwill impairment charge, and as a result of factors similar to those described above, Commercial Power recorded 
approximately $42 million of pre-tax impairment charges related to certain generating assets in the Midwest to write-down the value of these assets to 
their estimated fair value. These impairment charges are recorded in Goodwill and Other Impairment Charges on the Consolidated Statement of 
Operations. As management i s  not aware of any recent market transactions for comparable assets with sufficient transparency l o  develop a market 
approach fair value, Duke Energy relied on the income approach to estimate the fair value of the impaired assets. 

The fair values of Commercial Power's non-regulated generation reporting unit and generating assets for which impairments were recorded were 
determined using significant unobservable inputs (i e , Level 3 inputs) as defined by the accounting guidance for fair value measurements 

Intangibles. The carrying amount and accumulated amortization of intangible assets as of December 31, 2009 and 2008 are as follows: 

December 31, December 31, 
2009 2008 

( in mi l l ions) 

Emission allowances $ 274 $ 300 
Gas, coal and power contracts 296 296 
Wind development rights(a) 127 161 
Other 66 68 

763 825 -~ Total gross carrying amount 

Accumulated amortization-gas, coal and power contracts 
Accumulated amortization-wind development rights 
Accumulated amortization-other 

Total accumulated amortization (170) (145) 

Total intangible assets, net $ 593 8 680 

(a) As discussed further below and in Note 3, the decrease in wind development rights primarily relates to Ihe sale of certain projects that were 
acquired as part of Catamount in September 2008. 

Emission allowances in the table above include emission allowances acquired by Duke Energy as part of its merger with Cinergy. which were 
recorded at the then fair value on the date of the merger in April 2006, and emission allowances purchased by Duke Energy. Addilionally, Duke 
Energy is allocated certain zero cost emission allowances on an annual basis. The change in the gross carrying value of emission allowances during 
the years ended December 31, 2009 and 2008 are as follows: 

December 31, December 31, 
2009 2008 

Gross carrying value at beginning of period 
Purchases of emission allowances 
Sales and consumption of emission allowances (a)(b) 

Irnpairnient of emission allowances 
Other changes 

Gross carrying value at end of period $ 274 $ 300 

(a) Carrying value of emission allowances are recognized via a charge I o  expense when consumed. 
(b) See Note 3 for a discussion of gains and losses on sales of emission allowances by U.S Franchised Eleclric and Gas and Commercial Power 

Amortization expense for gas, coal and power contracts. wind development rights and other intangible assets for the years ended December 31, 
2009. 2008 and 2007 was approximately $25 million, 527 million aiid $57 million, respectively 

The table below shows the expected amortization expense for the nexl five years for intangible assets as of December 31 2009 The expected 
amortization expense includes estimates of emission allowances consumption and estimates 01 consumption of commodities such as gas and coal 
under exisling contracts, as well as estimated amortizalion related lo the wind developnient prolects acquired from Catamount The amortization 
amounts discussed below are estimates aiid actual amounts may differ from these estimates due lo such factors as changes iii consumplion 
patterns, sales or impairments of emission allowances or other intangible assets, delays in the in-service dates of wind assets additional intangible 
acquisitions and other events 

7nin 7011 7017 7013 m i A  



( in  mi l l ions) 

Amortization expense $ 136 $ 38 $ 34 $ 31 $30 

As discussed in Note 3, Duke Energy completed the acquisition of Catamount in September 2008, resulting in the recognition of approximately 
$1 17 million of intangible assets related to wind farm development rights. Of this amount, a portion of the intangible asset value was assigned to 
projects that Duke Energy disposed of through sale during the year ended December 31, 2009. The intangible assets recorded in connection with the 
Catamount acquisition primarily represent land use rights and interconnection agreements acquired by Duke Energy as part of the purchase price 
Since these intangible assets relate to development projects for which commercial operations have not commenced, amortization of the intangible 
asset value assigned to each of these projects will not begin until commercial operation is achieved. Duke Energy will evaluate the useful lives of 
these intangible assets as the projects begin commercial operations. which is anticipated to be in the years 2010 through 2012 Duke Energy currently 
estimates the useful lives of these projects, once in commercial operation, will be the shorter of the lease term of the land or the estimated lives of 
the projects, which is approximately 25 years 

In connection with the merger with Cinergy in April 2006, Duke Energy recorded an intangible liability of approximately $1 13 million associated witt 
the RSP in Ohio, which was recognized in earnings over the regulatory period that ended on December 31, 2008. Duke Energy also recorded 
approximately $56 million of intangible liabilities associated with other power sale contracts in connection with its merger with Cinergy. The carrying 
amount of these intangible liabilities associated with other power sale contracts was approximately $10 million and $16 million at December 31, 2009 
and 2008, respectively During the years ended December 31, 2009, 2008 and 2007, Duke Energy amortized approximately $6 million, $73 million and 
945 million, respectively, to income related to these intangible liabilities The remaining balance of approximately $10 million will be amortized to 
income as follows: approximately $6 million in 2010 and approximately $4 million in 201 1 Intangible liabilities are classified as Other within Deferred 
Credits and Other Liabilities on the Consolidated Balance Sheets 

lrnpairment of Ernrssion Allowances On July 11, 2008, the U S Court of Appeals for the District of Columbia issued a decision vacating the Clear 
Air Interstate Rule (CAIR) Subsequently, in December 2008, a federal appeals C O L J ~ ~  reinstated the CAlR while the EPA develops a new clean air 
program. See Note 16 for additional information on the CAIR. However, as a result of the July 11, 2008 decision temporarily vacating the CAIR. therc 
were sharp declines in market prices of SO2 and NO, allowances in the third quarter of 2008 due to uncertainty associated with future federal 
requirements to reduce emissions Accordingly, Duke Energy evaluated the carrying value of emission allowances held by its regulated and 
unregulated businesses for impairment during the third quarter of 2008 

At the time of its temporary repeal, the CAIR required 50% reductions in SO 2 emissions beginning in 2010 and further 30% reductions in SO 2 
emissions in 2015 beyond specified requirements These reductions were to be achieved by requiring the surrender of SO 2 allowances in a ratio of tw 
allowances per ton of SO2 emitted beginning in 2010, up from a current one-to-one ratio, escalating to 2.86 allowances per ton of SO 2 emitted 
beginning in 201 5 Taking into account these increases in emission allowance requirements under CAIR, Commercial Power's forecasted SO 2 
emissions needed through 20.37 exceeded the number of emission allowances held prior to the vacating of the CAIR. Subsequent to the temporary 
decision lo vacate CAIR, Commercial Power determined that it had SO 2 allowances in excess of forecasted emissions and those allowances held in 
excess of forecasted emissions from future generation required an impairment evaluation In performing the impairment evaluation for SO 2 
allowances at September 30, 2008, management compared quoted market prices for each vintage year allowance to the carrying value of the related 
allowances in excess of forecasted emissions through 2038 Due to the sharp decline in market prices of SO z allowances, as discussed above, 
Commercial Power recorded pre-lax impairment charges of approximately $77 million related to forecasted excess SO 2 allowances held at 
September 30, 2008 Additionally, Commercial Power recorded pre-tax impairment charges of approximately $5 million related to annual NO 
allowances during the third quarter of 2008 as these were also affected by the decision to vacate the C A R  These impairment charges are recorded ii 
Goodwill and Other Impairment Charges within Operating Expenses on the Consolidated Statements of Operations. 

Additionally. U S Franchised Electric and Gas has emission allowances and certain commitments Lo purchase emission allowances that, based or 
management's besl estimate at September 30, 2008, resulted in a quantity of emission allowances in excess of the amounts projected to be utilized 
for operations. The excess emission allowances include forward contracts to purchase SO 2 allowances to cover forecasted shortfalls in emission 
allowances necessary for operations that were entered into prior to the July 1 1, 2008 CAlR decision. Prior to the temporary vacating of the CAIR, 
these forward contracts. which primarily settled in the fourth quarter of 2008 or in 2009, qualified for the NPNS exception within the accounting rules 
for derivatives However, since certain of these forward contracts would no longer be considered probable of use in the normal course of operations 
due to the excess over forecasted needs, in September 2008. U S Franchised Electric and Gas determined that these contracts no longer qualified 
for the NPNS exception. At the time this determination was made. the fair value of the contracts was a liability of approximately $34 million Since 
U S Franchised Electric and Gas anticipates regulatory recovery of the cost of these emission allowances in normal course, a corresponding 
regulatory asset was recorded on the Consolidated Balance Sheets These forward contracts have continued to be marked-to-market. with an offset IC 
the regulatory asset balance. until ultimate settlement 

As a result of the reinstatement of the CAlR in December 2008, as discussed above, all emission allowances and certain commitments to 
purchase emission allowances held by tJ S Franchised Electric and Gas and Commercial Power are anticipated to be utilized for future emission 
allowance requirements under the CAIR. unless the EPA develops a new clean air program that changes the existing requirements under the CAlR 



Inves tments  in Unconso l i da ted  Af f i l i a tes  a n d  Re la ted  Par ty  Transac t ions  

n v e s t m e n t s  in 12. Investments in U n c o n s o l i d a t e d  Affiliates and Related Party Transactions 
nconso l i da ted  
ffiliates and 
e l a t e d  P a r t y  
r a n s a c t i o n s  

Investments in domestic and international affiliates that are not controlled by Duke Energy, but over which it has significant influence, are 
accounted for using the equity method. Significant investments in affiliates accounted for under the equity method are as follows: 

Commercial Power. As of December 31, 2009 and 2008, investments accounted for under the equity method primarily consist of Duke 
Energy's approximate 50% ownership interest in the five Sweetwater projects (Phase I-V), which are wind power assets located in Texas that 
were acquired as part of the acquisition of Catamount, which is further described in Note 3. 

international Energy. As of both December 31, 2009 and 2008, investments accounted for under the equity method primarily include a 
25% indirect interest in NMC. which owns and operates a methanol and MTBE business in Jubail. Saudi Arabia. and a 25% indirect interest in 
Attiki, a natural gas distributor in Athens, Greece. 

Duke Energy's wholly-owned subsidiary, CGP Global Greece Holdings S.A. (CGP Greece) has as its only asset the 25% indirect interest in 
Attiki, and its only third-party liability is a debt obligation that is secured by the 25% indirect interest in Attiki. The debt obligation is also secured 
by Duke Energy's indirect wholly-owned interest in CGP Greece. This debt obligation of approximately $71 million, which is reflected in Current 
Maturities of Long-Term Debt on Duke Energy's Consolidated Balance Sheets, is otherwise non-recourse to Duke Energy. In December 2009, 
Duke Energy decided to abandon its investment in Attiki and the related non-recourse debt The decision to abandon Attiki was made in part due 
to the non-strategic nature of the investment and insufficient cash flow from the investee to cover non-recourse debt obligations. 

In November 2009, CGP Greece failed to make a scheduled semi-annual installment payment of principal and interest on the debt. and in 
January 2010 the counterparty to the debt issued a Notice of Event of Default, asserting voting rights and rights to dividends in CGP Greece 
and thereby its 25% indirect interest in Attiki As of December 31, 2009, Duke Energy's investment balance in Attiki was approximately $71 
million, reflecting an approximate $18 million impairment charge recognized in the fourth quarter of 2009 to reduce the carrying amount of the 
investment to its estimated fair value 

Other. As of December 31. 2009 and 2008, investments accounted for under the equity method primarily include telecommunications 
investments. Additionally, Other includes Duke Energy's effective 50% interest in Crescent which, as discussed further below, has a carrying 
value of zero 

In connection with the renegotiation of its debt agreements in June 2008, Crescent management modified its existing business strategy to 
focus some of its efforts on producing near-term cash flows from its non-strategic real estate projects in order to improve liquidity. As a result 
of its revised business strategy to accelerate certain cash flows resulting from the JiJne 2008 amendments to its debt agreements, Crescent 
updated its recoverability assessments for its real estate projects as required under the accounting guidance for asset impairments Under the 
accounting guidance for asset impairments, the carrying amount of a long-lived asset is not recoverable if it exceeds the sum of the 
undiscounted cash flows expected to result from the use and eventual disposition of the asset For certain of Crescent's non-strategic assets, 
it was determined that some projects' projected undiscounted cash flows did not exceed the carrying value of the projects based on the revised 
business strategy assumptions, and an impairment loss was recorded equal to the amount by which the carrying amount of each impaired 
project exceeded its estimated fair value The methods for determining fair value included discounted cash flow models, as well as valuing 
certain properties based on recent offer prices for bulk-sale transactions and other price data for similar assets During the year ended 
December 31, 2008, Crescent recorded impairment charges on certain of its property holdings. primarily in its residential division, of which 
Duke Energy's proportionate pre-tax share was approximately $238 million Duke Energy's proportionale share of these impairment charges are 
recorded in Equity in Earnings (Losses) of llnconsolidated Affiliates in Duke Energy's Consolidated Statements of Operations 

As a result of the impairment charges recorded during the year ended December 31, 2008, the carrying value of Duke Energy's investment 
in Crescent was reduced to zero Accordingly, Duke Energy discontinued applying the equity method of accounting Io its investment in 
Crescent during the year ended December 31. 2008 and did not record its proportionate share of any Crescent earnings or losses in SiJbSeqUent 
periods. 

See Note 17 for a discussion of charges recorded in 2009 related to performance guarantees issued by Duke Energy on behalf 01 
Crescent Crescent filed Chapter 11 petitions in a U S Bankruptcy Court in June 2009 

As of December 31, 2009 and 2008, the carrying amount of investments in affiliates with carrying amounts greater than zero approximated 
the amount of underlying equity in net assets. 

Impairments. During the years ended December 31, 2009 and 2008, Duke Energy recorded pre-tax impairment charges to the carrying 
value of investments in unconsolidated affiliates of approximately $21 million and $9 million respectively. Approximately S18 niillion of the 
impairment charge recorded during the year ended December 31, 2009 relates to International Energy s investment in Altiki. as discussed 
above. These impairment charges, which were recorded in Losses on Sales and Impairments of Unconsolidated Affiliates 011 the Consolidated 
Statements of Operations, were recorded as a result of Duke Energy concluding that it would not be able to recover its carrying value in these 
investments. thus the carrying value of these investments were written down to their estimated fair value 

Investments in Equity Method Unconsolidated P.ffiliates 

U S Franchised Electric and Gas 
Commercial Power 
International Energy@) 
Other 

December 31, 2009 December 31, 2008 

Domestic International Total Domestic International Total 

( in mi l l ions) 

S 4 $  - $ 4 $ 3 5  - $ 3  
198 - 198 226 - 226 

- 1G1 1G1 
I _ _ ~  71 1 0 - . . . - - . - - 1 0 ~  81 73 83 

-~ 

- 153 153 



Tolal - $273 $ 163 $436 $ 302 $ 171 $473 

(a) As discussed above, Internalional Energy recorded an approximate $18 million pre-!ax impairment to write-down the value of its Attiki 
inveslmenl to fair value 

Equity in Earnings (Losses) of Equity Method Unconsolidated Affi l iates 

For the Years Ended: . 

December 31,2009 December 31, 2008 December 31,2007 

Domestic International Total(a) Domestic International Total(=) Domestic International Total@l 
--- -- 

(in mil l ions) 

U S Franchised Electric and Gas $ (IO) $ - $ ( I O )  $ (16) S -- $ (16) $ (2 )  $ - $ (2 )  

International Energy - 72 72 - 127 127 - 102 102 
17 

__ 1 _ _ ( 2 2 9 ) 3 8  2 - 40 

- Commercial Power 7 I 7 16 - 16 17 

OtherIb) -1 2 _,E!?) ~ 

Total $ (3) $ 73 $70 $ (230) S 128 $(102) $ 104 $157 

(a) Duke Energy's share of net earnings from these unconsolidated affiliates is reflected in Ihe Consolidated Statements of  Operations as 
Equity in Earnings (Losses) of Unconsolidated Affiliates. 

(b) Amounts for the year ended December 31, 2008 and 2007 include Duke Energy's proportionate share of inipairment charges recorded by 
Crescent of approximately $238 million and $32 million pre-lax, respectively. 

During the years ended December 31, 2009, 2008 and 2007, Duke Energy received distributions from equity investments of approximately 
$83 million, $195 million and $147 million, respectively, which are included in Other assets within Cash Flows from Operating Activilies on the 
Consolidated Statements of Cash Flows. 

Summarized Combined Financial Information o f  Equity Method Unconsolidated Affi l iates 

As  of December 31, 

2009 2008 

( in  mi l l ions) 

~- 

Balance Sheet 
Current assets 
Non-current assets 
Current liabilities 
Non-currenl liabilities 

Net assets 

Income Statement 
Operating revenues 
Operating expenses 

S 1.154 $ 1,399 
2,353 4,072 

(920) (1.489) 
(744) (2,038) 

S 1.843 $ 1,944 -- 
For the Years Ended 

December 31, 

2009 2008 2007 
~ - -  

(in mil l ions) 

$1.509 $2.683 52.284 
1,252 2,407 1.634 

Net income 257 58 462 

Other Investments. Commercial Power has an interest in South Houston Green Power, L P (SHGP), which is a cogeneration facility 
containing three combustion turbines in Texas City, Texas Although Duke Energy owned a significant portion of SHGP 11 was no1 consolidated 
as Duke Energy did no1 hold a majority voting control or have the abili!y lo exercise conlrol over SHGP, nor was Duke Energy the primary 
beneficiary In tlie fourth quarter of 2008, Duke Energy finalized an asset swap agreement with the other joint venture owner of SHGP. which 
gives Duke Energy the oplion to receive either wind assets or a cash settlement, both of which have a value of approxiniately $180 million and 
which approximales llie carrying value of Duke Energy's investmenl in SHGP The cash seltlemenl feature will be utilized i f  l l ie option lo 
receive the wind assets IS not exercised within a nine-monlh window following Ihe commercializalion date of the wind assets !n exchange Duke 
Energy would surrender its remaining interesl in SHGP on the future lransaction dale. Duke Energy anticipates finalizing this transaction in 
2010, eilher by receiving the wind asset or opting for the cash settlement This transaction was considered a non-monetary exchange of 
productive assets with commercial substance for accounting purposes Duke Energy does not currently expect a signtficanl gain or loss 
associated wilh tlie completion of this transaction. 

Effeclive wilh the finalization of the asset swap agreement in December 2008. Duke Energy turned over of the operalions of SHGP to its 
equity partner. and Duke Energy's 50% common equity interest in SHGP was converted to a preferred equity interest. which IS considered a 
cost method inveslmenl Conimencing on the turnover date and continuing until either the wind asset is transferred to Duke Energy or ultimate 
cash settlement. Duke Energy will receive a fixed monthly payment in lieu of the economic benefil it would have otherwise received as a 
commoii equity member of SHGP. This payment is intended lo Compensate Duke Energy for normal distributions that i t  would otherwise be 
enlitled lo as an equity owner of SHGP; however, lhis paymenl is not economically linked to the actual earnings and operating results of SHGP 

Related Party Transactions. See Note 21 for information related to Duke Energy Ohio's. Duke Energy Indiana's and Duke Energy 
Kentucky.s sale of receivables to Cinergy Receivables 



Advance SC LLC, which provides funding for economic development projects, educational Initiatives, and other programs, was formed 
during 2004. U S. Franchised Electric and Gas made donations of approximately $1 t million, $1 1 million and 58 million l o  the unconsolidated 
subsidiary during the years ended December 31. 2009. 2008 and 2007, respectively. Additionally. at December 31, 2009 and 2008. U S  
Franchised Electric and Gas had a trade payable to Advance SC LLC of approximately $1 million and $1 1 million, respectively 

In early 2008, Duke Energy began discussions with Crescent to purchase certain parcels of land in North Carolina and South Carolina that 
potentially have strategic value to Duke Energy's regulated operations in those states. During the second quarter of 2008. Duke Energy had 
independent third party appraisals performed for each parcel of land in order to assist in the determination of a potential purchase price In June 
2008, Duke Energy acquired approximately 12,700 acres of land for a purchase price of approximately $51 million. Crescent recorded a gain on 
the sale. Since Duke Energy is a joint venture owner in Crescent, its proportionate share of the gain was eliminated and instead recorded as a 
reduction in the carrying amount of the purchased real estate. 

Prior to August 2007, International Energy loaned money to Cornpaiiia de Servicios de Compresion de Campeche, S.A de C V 
(Campeche) to assist in the costs to build International Energy received principal and interest payments of approximately $28 million from 
Campeche during 2007 

Summary Condensed Financial Informat ion 

meet certain quantitative thresholds 
Item 4-08(g) of Regulation S-X requires the presentation of summarized financial information for individual equity method investments that 

Summarized financial information for Crescent has not been presented for the year ended December 31, 2009 since, as discussed above, 
Duke Energy suspended applying the equity method of accounting to its investment in Crescent in the third quarter of 2008 as its investment 
in Crescent had been written down to zero. Accordingly, there were no amounts related to the operations of Crescent included in the 
Consolidated Statements of Operations for the year ended December 31, 2009. Summarized financial information for Crescent for the years 
ended December 31. 2008 and 2007 is as follows: 

Year Ended Year Ended 
December 31,2008 December 31,2007 

( in  mi l l ions) 

Operating revenues 
Operating expenses 
Operating income 
Net incomda) 

$ 407 
s 754 
$ (347) 
S (420) 

$536 
$415 
$121  
$ 76 

(a) 2008 net income includes the gain recorded by Crescent on the sale of land to Duke Energy that was eliminated by Duke Energy, as 
discussed further above 

December 31, 2008 

Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 
Noncontroltina interest 

( in mi l l ions) 

S 77 
$ 1.685 
$ 471 
5 1,341 
$ ( 1 )  



Discontinued Operations 

i i s con t inued  
'Pe ra t i ons  13. Discontinued Operations 

Income (loss) from discontinued operations was income of approximately $12 million and $16 million for 2009 and 2008. respectively, and a 
loss of approximately $22 million for 2007 Significant transactions occurring during the years ended December 31, 2008 and 2007 that resulted in 
discontinued operations presentation are discussed below 

Year Ended December 31,2008 

Commercial Power 

In February 2008, Duke Energy entered into an agreement to sell its 480 MW natural gas-fired peaking generating station located near 
Brownsville, Tennessee to Tennessee Valley Authority for approximalely $55 million. This transaction closed in April 2008 and resulted in Duke 
Energy recognizing an approximate $23 million pre-tax gain at closing. 

Year Ended December 31,2007 

Commercial Power  

Due to the expiration of certain tax credits. Duke Energy ceased all synthetic fuel (synfuel) operations as of December 31, 2007 Accordingly, 
the results of operalions for synfuel were reclassified to discontinued operations For the year ended December 31, 2007, synfuel operations had 
after-tax earnings of approximalely $23 million, which includes tax benefits of approximately $84 million 

International Energy 

In February 2007, International Energy finalized the approximate $20 million sale of it 50% ownership interest in two hydroelectric power plants 
near Cochabamba. Bolivia to Econergy International International Energy recorded an impairment charge in 2006 related to certain assets in 
Bolivia in conneclion with this sale. As a resull of the sale, lnteriiational Energy no longer has any assets in Bolivia. 

Spin-off of Natural Gas Businesses 

As discussed in Nole 1, on January 2. 2007, Duke Energy completed lhe spin-off of Spectra Energy, which principally consisted of Duke 
Energy's former Nalural Gas Transmission business segment and Duke Energy's former 50% ownership interest in DCP Midstream, LLC (DCP 
Midstream), to Duke Energy shareholders Income (Loss) From Discontinued Operations. net of tax, for the year ended December 31, 2007 
includes a pre-tax amount of approximately SI8 million related lo costs to achieve the Spectra Energy spin-off, primarily fees to olltside service 
providers. 

Other Transactions and Balances with Spectra Energy 

Effective with the spin-off. Duke Energy and Spectra Energy entered into a Transition Services Agreement (TSA). which expired on 
December 31, 2007, whereby Duke Energy provided certain support services to Spectra Energy. The amount received by Duke Energy during the 
year ended December 31. 2007 under this TSA was approximately $15 million. Additionally, as anticipated, Duke Energy has had very limited 
commercial business activities with Spectra Energy subsequent to the spin-off 

Additionally, effective with the spin-off, Duke Energy and Spectra Energy entered into various reinsurance and other related agreements that 
allocated certain assets to Spectra Energy and DCP Midstream created under insurance coverage provided prior to the spin-off by Duke Energy's 
captive insurance subsidiary and third party reinsurance companies Under these agreements, Spectra Energy's captive insurance subsidiary 
reinsured 100% of Duke Energy's retained risk under the insurance coverage provided prior to the spin-off. Consistent with the terms of the 
reinsurance agreement entered into while all parties were tinder the common control of Duke Energy, Duke Energy paid approximately 595 million in 
cash to Spectra Energy's captive insurance company, which was placed in a grantor trust to secure Spectra Energy's obligation to Duke Energy 
under the Spectra Energy reinsurance agreements This transfer is reflected in Cash distributed lo Spectra Energy within Net cash provided by 
(used in) financing activities on the Consolidated Statements of Cash Flows. As of December 31, 2009, Duke Energy had a total liability to 
Spectra Energy and DCP Midstream related to these agreements of approximately S21 million, which is reflected in both Other within Current 
Liabilities and Other within Deferred Credits and Other Liabilities in lhe Consolidated Balance Sheets This liability is offset by a corresponding 
receivable, of which approximalely $4 million was due from Spectra Energy's captive insurance subsidiary under the Spectra Energy reinsurance 
agreement and approximately $17 million was due from third party reinsurance companies These amounts are reflected in both Other within 
Current Assets and Other within Investments and Other Assets in the Consolidated Balance Sheets In the event any of the reinsurance 
companies deny coverage for any of lhe claims covered under these agreements, Duke Energy is not obligaled l o  pay Spectra Energy or DCP 
Midstream Further, Duke Energy is providing no insurance coverage to Spectra Energy or DCP Midstream for evenls which occur subsequenl to 
the spin-off date 

At December 31 2009 and 2008 Duke Energy had an approximale $50 million and S49 million receivable. respectively. from Spectra Energy 
related to certain income lax items 



Property,  P lan t  a n d  Equ ipmen t  

‘ roper ty ,  P lan t  and  
qu ip rnent  14. Property, Plant and Equipment 

December 31, 

Land 
Plant-Regulated 

Electric generation, distribution and transmission (a) 

Natural gas transmission and distribution 
Other buildings and improvements(a) 

Electric generation, distribution and transmission (”1 
Other buildings and improvements(”) 

Plant-Unregulated 

Nuclear fuel 
Equipment(a) 
Vehicles 
Construction in process 
Other(”) 

Total properly, plant and equipment 
Total accumulated depreciation-regulated(b). 
Total accumulated depreciation-unregulated(c) 

Total net property, plant and equipment 

Estimated 
Useful L i fe 2009 2008 

(Years) (in millions) 

8 -  125 
12-60 

25- 100 

8 -  100 
20 - 90 

4 - 33 
5 - 2 6  

5 - 3 3  

__ 

- 
~- 

$ 725 

35,983 
1,694 

617 

5,120 
1.855 
1,079 

799 
77 

5,336 
2,077 

55,362 
(1 5,526) 
(1,886) 

$ 37,950 

$ 687 

34,005 
1,566 

564 

3,989 
1,698 

966 
658 

81 
4,379 
1,711 

50,304 
(14,681) 

(1,587) 

$ 34,036 

(a) Includes capitalized leases of approximately $384 million and $208 million at December 31, 2009 and 2008, respeclively 
(b) Includes accumulated amortization of nuclear fuel of approximately $603 million and $484 million at December 31, 2009 and 2008. 

(c) Includes aggregate accumulaied amortization of capitalized leases of approximately 520 million and $37 million for 2009 and 2008, 
respectively 

respectively 

Capitalized interest. which includes the deb! component of AFUDC. amounted to approximately $102 million. 593 million and $71 
million for 2009. 2008 and 2007. resoeclivelv 



Debt  and Cred i t  Fac i l i t ies  

eb t  a n d  15. Debt and Credit Facilities 
redit 
a c i l i t i e s  

Summary of Debt and Related Terms 

Weighted- 
Average 

Ra!e 

Unsecured debt 
Secured debt 
First mortgage bondst") 
Capital leases 
Other debtlb) 
Notes payable and commercial 
Fair value hedge carrying value adjustment 
Unamortized debt discount and premium, net 

Total deb@) 
Current maturities of long-term debt 
Short-term notes payable and commercial paperlo 

Total long-term debt 

6.1 % 
3.4% 
5.7% 
6.7% 
1.1% 
0.4% 

December 31, 

YearDue 2009 2008 - -  
(in mil l ions) 

2010-2037 $ 7,922 $ 6,360 
2010- 2017 660 737 
2010 - 2040 5,940 4,165 
20 10 - 2046 248 137 
2010--2041 1,843 2,084 

450 993 
18 25 

17,015 14,439 
(902) (646) 
-E (543) 
$16,113 $13,250 - -  

(a) As of December 31, 2009, substantially all of IJ S Franchised Electric and Gas' electric plant in service is mortgaged under the mortgage bond 
indenture of Duke Energy Carolinas. Duke Energy Ohio and Duke Energy Indiana 

(b) Includes $1,410 million and $1,569 million of Duke Energy tax-exempt bonds as of December 31, 2009 and 2008, respectively As of 
December 31, 2009 and 2008, $331 million and $404 million, respectively. was secured by first mortgage bonds and 5433 million and $494 million, 
respectively, was secured by a letter of credil. 

(c) Includes 5450 million as of both December 31, 2009 and 2008 that was classified as Long-term Debt on the Consolidated Balance Sheets due to 
the existence of long-term credit facilities which back-stop these commercial paper balances, along with Duke Energy's ability and intent to 
refinance these balances on a long-term basis The weighted-average days to maturity was 14 days as of December 31, 2009 and 10 days as 01 
December 31,2008 

(d) Includes approximalely $279 million at December 31, 2008 related to Duke Energy Ohio's drawdown under the master credit facility 
(e) As of December 31, 2009 and 2008, $479 million and $4 14 million, respectively, of debt was denominaled in Brazilian Reals 
( f )  Weighted-average rates on outstanding short-term notes payable and commercial paper was 3.4% as of December 31, 2008. 

Unsecured Debt. In September 2009, Duke Energy Kentucky issued $100 million of senior debentures, which carry a fixed inleresl rate of 4 65% 
and mature October 1, 2019 Proceeds from the issuance were used to repay Duke Energy Kentucky's borrowings under Duke Energy's master credit 
facility, to replenish cash used to repay $20 million principal amount of debt due September 15, 2009 and for general corporate purposes 

In August 2009, Duke Energy issued 51 billion principal amount of senior notes, of which $500 million carry a fixed interest rate of 3 95% and 
mature September 15, 2014 and $500 million carry a fixed interest rate of 5.05% and mature September 15, 2019. Proceeds from the issuance were 
used to redeem commercial paper, to fund capital expenditures in Duke Energy's unregulated businesses in the U S  and for general corporate 
purposes 

In January 2009, Duke Energy issued $750 million principal amount of 6.30% senior notes due February 1, 2014 Proceeds from the issuance were 
used to redeem commercial paper and for general corporate purposes 

In June 2008, Duke Energy issued $500 million principal amount of senior notes. of which $250 million carry a fixed interest rate of 5 65% and 
mature June 15, 2013 and $250 million carry a fixed interest rate of 6.25% and mature June 15, 2018. Proceeds from the issuance were used to 
redeem commercial paper, to fund capital expenditures in Duke Energy's unregulated businesses in the U S  and for general corporate purposes 

First Mortgage Bonds. In December 2009, Duke Energy Ohio issued $250 million principal amount of first mortgage bonds, which carry a fixed 
interest rate of 2 10% and mature .lune 15, 2013 Proceeds from this issuance, together with cash on hand, were used to repay Duke Energy Ohio's 
borrowing under Duke Energy's master credit facility. In conjunction with this debt issuance, Duke Energy Ohio entered into an interest rate swap 
agreement that converted interest on this debt issuance from the fixed coupon rate to a variable rate The initial variable rate was set at 0 31% 

In November 2009, Duke Energy Carolinas issued $750 million principal amount of first mortgage bonds, which carry a fixed interest rate of 5 30% 
and mature February 15, 2040 Proceeds from this issuance will be used to fund capital expenditures and general corporate purposes. including the 
repayment at maturity of $500 million of senior notes and first mortgage bonds in the first half of 2010 

In March 2009. Duke Energy Ohio issued $450 million principal amount of first mortgage bonds. which carry a fixed interest rate of 5 45"h and 
mature April 1. 2019 Proceeds from this issuance were used to repay short-term notes and for general corporate purposes. including funding capital 
expenditures 

In March 2009, Duke Energy Indiana issued $450 million principal amount of first mortgage bonds, which carry a fixed interest rate of 6 45% and 
mature April 1, 2039 Proceeds from this issuance were used to fund capital expendltures. to replenish cash used to repay $97 million of senior notes 
which matured on March 15. 2009, to fund the repayment at maturity of $125 million of first mortgage bonds due July 15, 2009, and for general 
corporate purposes, including the repayment of short-term notes 

In November 2008, Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which $500 mlllion carry a fixed 
interest rate of 7 00% and mature November 15 2018 and $400 million carry a fixed interest rate of 5 75% and mature November 15. 2013 The net 
proceeds lrom issuance were used lo  repay aniounts borrowed under the master credit facility. lo repay senior notes due January 1 2009, to replenish 
cash used to repay senior notes at their scheduled maturity in October 2008 and lor general Corporate purposes 

In Augusl 2008. Duke Energy Indiana issued 5500 niillion principal amount 01 first mortgage bonds, which carry a fixed interest rate of 6 35% and 
mature Auqust 15. 2038 Proceeds from this issuance were used to fund capilal expenditures and for general corporate purnoses. iilcludinq the 



repayment of short-term notes and to redeem first mortgage bonds maturing in September 2008 

In April 2008, Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which $300 million carry a fixed interest rate 
of 5.10% and mature April 15, 2018 and $600 million carry a fixed interest rate Gf  6.05% and mature April 15, 2038 Proceeds from the issuance were 
used to fund capital expenditures and for general corporate purposes In anticipation of this debt issuance, Duke Energy Carolinas executed a series of 
interest rate swaps in 2007 to lock in the market interest rates at that time. The value of these interest rate swaps, which were terminated prior to 
issuance of the fixed rate debt, was a pre-tax loss of approximately $23 million This amount was recorded as a component of Accumulated Other 
Comprehensive Loss and is being amortized as a component of Interest Expense over the life of the debt 

In January 2008, Duke Energy Carolinas issued $900 million principal amount of first mortgage bonds, of which $400 million carry a fixed interest 
rate of 5 25% and mature January 15, 2018 and 5500 million carry a fixed interest rate of 6 00% and mature January 15. 2038 Proceeds from the 
issuance were used to fund capital expenditures and for general corporate purposes, including the repayment of commercial paper. In anticipation of 
this debt issuance, Duke Energy Carolinas executed a series of interest rate swaps in 2007 to lock in the market interest rates at that time The value 
of these interest rate swaps, which were terminated prior to issuance of the fixed rale debt, was a pre-tax loss of approximately $18 million This 
amount was recorded as a component of Accumulated Other Comprehensive Loss and is being amortized as a component of Interest Expense over the 
life of the debt 

Other Debt. In October 2009, Dulte Energy Indiana refunded $50 million of tax-exempt variable-rate demand bonds through the issuance of $50 
million principal amount of tax-exempt term bonds, which carry a fixed interest rate of 4 95% and mature October 1, 2040 The tax-exempt bonds are 
secured by a series of Duke Energy Indiana's first mortgage bonds. 

In September 2009, Duke Energy Carolinas converted $77 million of tax-exempt variable-rate demand bonds to tax-exempt term bonds, which 
carry a fixed interest rate of 3 60% and mature February 1, 2017 In connection wilh the conversion, the tax-exempt bonds were secured by a series of 
Duke Energy Carolinas' first mortgage bonds 

In June 2009, Duke Energy Indiana refunded $55 million of tax-exempt variable-rate demand bonds through the issuance of $55 million principal 
amount of tax-exempt term bonds due August I ,  2039, which carry a fixed interest rale of 6 00% and are secured by a series of Duke Energy 
Indiana's first mortgage bonds The refunded bonds were redeemed July 1. 2009. 

In January 2009, Duke Energy Indiana refunded 5271 million of tax-exempt auction rate bonds through the issuance of $271 million of tax-exempt 
variable-rate demand bonds, which are supported by direct-pay letters of credit. of which $144 million had initial rates of 0 7% reset on a weekly basis 
with $44 million maluring May 2035, $23 million maturing March 2031 and $77 million maturing December 2039 Tlie remaining 5127 million had initial 
rates of 0 5% reset on a daily basis wilh $77 million maturing December 2039 and $50 million maturing October 2040. 

In December 2008, Duke Energy Kentucky refunded $50 million of tax-exempt auclion rate bonds through the issuance of $50 million of tax- 
exempt variable-rate demand bonds, which are supported by a direct-pay letler of credit The variable-rale demand bonds, which are due August 1, 
2027, had an initial interest rate of 0 65% which is reset on a weekly basis. 

In October 2008, International Energy issued approximately $153 million of debt in Brazil, of which approximately $ 1  12 million mature in September 
2013 and carry a variable interest rate equal to the Brazil interbank rate plus 2.15%, and approximately $41 million mature in September 2015 and carry 
a fixed interest rate of 11.6% plus an annual inflation index. International Energy used these proceeds to pre-pay existing long-term debt balances 

In April 2008, Duke Energy Carolinas refunded $100 million of tax-exempt auclion rate bonds through the issuance of 5100 million of tax-exempt 
variable-rate demand bonds, which are supported by a direct-pay letter of credit Tlie variable-rate demand bonds, which are due November 1 ,  2040, 
had an initial interest rate of 2.15% which will be reset on a weekly basis 

Auction Rate Debt As of December 31, 2009, Duke Energy had auction rate tax-exempt bonds outstanding of approximately $461 million. While 
these debt instruments are long-term in nature and cannot be put back to Duke Energy prior to maturity. the interest rates on these instruments are 
designed to resel periodically through an auction process In February 2008, Duke Energy began to experience failed auctions for these debt 
instruments When failed auctions occur on a series of this debt, Duke Energy is required to begin paying a failed-auction interest rate on the 
instrument The failed-auction interest rate for the majority of the auction rate debt is 2 0 times one-month London Interbank Offered Rate (LIBOR) 
Payment of the failed-auction interest rates will continue until Duke Energy is able to either successfully remarket these instruments through the 
auction process, or refund and refinance the existing debt While Duke Energy has plans to refund and refinance its remaining auction rate tax-exempt 
bonds, the timing of such refinancing activities is uncertain and subject to market conditions If Duke Energy is unable to successfully refLJnd and 
refinance these debt instruments, the impact of paying higher interest rates on the outstanding auclion rate debt is not expected to materially affect 
Duke Energy's overall financial position. restills of operations or cash flows 

Convertible Senior Notes. In May 2003, Duke Energy issued approximately $770 million of 1 75% convertible senior notes that were convertible 
into Duke Energy common stock at a premium of 40% above the May 1. 2003 closing common stock market price of $16 85 per share The conversion 
of these senior notes into shares of Duke Energy common stock was conlingent upon the occurrence of certain events during specified periods During 
2006, Duke Energy issued shares of common stock lo settle a portion of the convertible senior notes In May 2007. pursuant to the terms of the debt 
agreement. substantially all of the holders of the Duke Energy convertible senior notes required Duke Energy to repurchase the then outstanding 
balance of approximately $ 1  10 million at a price equal to 100% of the principal amount plus accrued interest 

In connection with the spin-off of Spectra Energy on January 2, 2007 (see Note 1). Duke Energy distributed approximately 2 million shares of 
Spectra Energy common stock to the holders of the convertible senior notes pursuant lo the antidilution provisions of the indenture agreement, 
resulting in a pre-lax charge of approximately $21 million during the three months ended March 31. 2007, wliicli IS recorded in Other Income and 
Expenses, net in the Consolidated Statements of Operations 

Accounts Receivable Securitization Duke Energy securitizes certain accounts receivable through Duke Energy Receivables Finance Company, 
LLC (DERF), a bankruplcy remole, special purpose subsidiary DERF is a wholly-owned limited liability company wilh a separate legal existence from 
its parent, and its assets are not intended lo be generally available to creditors of Duke Energy As a result of the securiltzation. on a daily basts Duke 
Energy sells certain accounls receivable, arising from the sale of electricity andlor related services as part of Duke Energy's franchised eleclric 
business, Io DERF In order to fund ils purchases of accounts receivable, DERF has a $300 million secured credit facility wtlh a commercial paper 
conduit administered by Cittbank. N A , wliicli terminates in September 201 1 The credil facilily and relaled securilizalion documentalion conlain several 
covenants, including covenants wilh respect lo the accounts receivable held by DERF. as well as a covenant requiring that the ralio of Duke Energy 
consolidated indebledness to Duke Energy consolidated capitalization not exceed 65% As of December 31, 2009 and 2008, the interesl rate associaled 
wilh the credit facility, which is based on commercial paper rates. was 1 6% and 3 3%. respectively, and $300 million was OiJlStatidlIlg under the credit 
facility as of both December 31. 2009 and 2008 The securitization transaction was not structured to meet the criteria for sale accounting treatment 
under the accounting guidance for transfers and servicing of financial assets and, accordingly, is reflected as a secured borrowing in the Consolidated 
Balance Sheets As of December 31. 2009 and 2008, the $300 million outstanding balance of the credit facility was secured by approximately $556 
million and $518 million. respeclively. of accounts receivable held by DERF The obligations of DERF under the credit factlily are ion-recourse to Duke 
Energy DERF meets the accounting definitioii of a VIE and is subject to the new accounting rules for consolidation and Iransfers of financial assets 
effective January 1 2010. however, the new accounting rules will not result in a substantial change to the accounting for DERF See Note 21 for 
further information on VIES 



Float ing Rate Debt. Unsecured debt, secured debt and other debt included approximately $2.8 billion and S3.2 billion of floating-rate debt as of 
December 31, 2009 and 2008, respectively, which excludes approximately $336 million and $300 million of Brazilian debt at December 31, 2009 and 
2008, respectively. that is indexed annually to Brazilian inflation. Floating-rate debt is primarily based on commercial paper rates or a spread relative to 
an index such as LIBOR for debt denominated in U S .  dollars. As of December 31. 2009 and 2008, the average interest rate associated with floating- 
rate debt was approximately 1.5% and 3 2%, respectively. 

Maturities, Call Options and Acceleration Clauses. 

Annual Maturities as of December 31, 2009 

2010 
2011 
2012 
2013 
2014 
Thereafter 

Total long-lerm debt, including current maturities 

(in mi l l ions) 

$ 902 
602 

2,247 
1.443 
1,398 

10,423 

$ 17.015 

Duke Energy has the ability under certain debt facilities to call and repay the obligation prior to its scheduled maturity. Therefore, the actual timing 
of future cash repayments could be materially different than the above as a result of Duke Energy's ability to repay these obligations prior to their 
scheduled maturity 

Duke Energy may be required to repay certain debt should the credit ratings at Duke Energy Carolinas fall to a certain level at Standard & Poor's 
(SBP) or Moody's Investors Service (Moody's). As of December 31, 2009. Duke Energy had approximately $6 million of senior unsecured notes which 
mature serially through 2012 that may be required to be repaid if Duke Energy Carolinas' senior unsecured debt ratings fall below EBB- at S&P or Baa3 
at Moody's, and $16 million of senior unsecured notes which mature serially through 2016 that may be required to be repaid if Duke Energy Carolinas' 
senior llnsecured debt ratings fall below EBB at S&P or Baa2 at Moody's As of February 1, 2010. Duke Energy Carolinas' senior unsecured credit 
rating was A- at S8P and A3 at Moody's. 

Available Credit Facilities. The total capacity under Duke Energy's master credit facility, which expires in June 2012, is approximately $3 14 
billion The credit facilily contains an oplion allowing borrowing up to the full amount of the facility on the day of initial expiration for up to one year 
Duke Energy and its wholly-owned subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky 
(collectively referred to as the borrowers), each have borrowing capacity under the master credit facilily up lo specified sub limits for each borrower 
However, Duke Energy has the unilateral ability to increase or decrease the borrowing sub limils of each borrower, subjecl lo per borrower maximum 
cap limitations, at any time. See footnole (c) to the table below for the borrowing sub limits for each of the borrowers as of December 31, 2009. The 
amount available under the master credil facility has been reduced by draw downs of cash and the use of the master credit facility to backslop Ihe 
issuances of commercial paper, letters of credit and certain tax-exempt bonds. 

Master Credit Facil ity Summary as of December 31, 2009 ( in mill ions) la) 

Draw Availabla 
Credi t  Down on  Tax- Total Credit 
Faci l i ty  Commercial Credi t  Letters of Exempt Amount Facil ity 

Capacity Paper Facil ity Credi t  Bonds  Ut i l ized Capacity 

Duke Energy Corporat ion 
$3,137 multi-year syndicated(b)(c) $ 3,137 $ 450 $ 397 $ 121 $ 285 $ 1,253 $ 1,881 

(a) This summary excludes certain demand facilities and committed facilities that are insignificant in size or which generally support very specific 
requirements. which primarily include facilities that backstop various outstanding lax-exempl bonds 

(b) Credit facility contains a covenant requiring the debt-to-total capitalization ratio to not exceed 65% for each borrower 
(c) Contains sub limits at December 31, 2009 as follows: $1,097 million for Duke Energy, $840 million for Duke Energy Carolinas, $650 million for 

Duke Energy Ohio, $450 million for Duke Energy Indiana and $100 million for Duke Energy Kentucky 

In September 2008, Duke Energy and its wholly-owned subsidiaries, Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana and Duke 
Energy Kentucky, borrowed a total of approximately $ 1  billion under Duke Energy's master credit facility The following borrowings under Duke Energy's 
master credit facility remained outstanding at December 31, 2009: 

Amounts Borrowed 
Under Master Credit 

Facil ity 

Duke Energy Corporation 
Duke Energy Indiana 

Total 

( in mi l l ions) 

$ 274 
123 

$ 397 

The loans under tlie master credit facility are revolving credit loans that currently bear interest at one-month LIBOR plus an applicable spread 
ranging from 19 lo 23 basis points The loan for Duke Energy has a stated maturity of June 2012, while the loans for all of tlie other borrowers had 
stated maturities of September 2009; however, the borrowers have the ability under the master credit facility to renew the loans due in September 2009 
on an annual basis up through the date lhe masler credit facility matures in June 2012 As a resull of lhese annual renewal provislons, in September 
2009, Duke Energy Ohio and Duke Energy Indiana repaid and immediately re-borrowed approximately $279 million and $ 1  23 million, respectively. under 
the master credit facility Duke Energy Indiana has l l ie intent and ability to refinance these obligations on a long-term basis, either lhrough renewal of 
the terms of the loan through the master credit facilily, which has non-cancelable terms in excess of one-year, or through issuance of long-term debt lo 
replace the amounts drawn under the master credit facilily Accordingly, lolal borrowings by Duke Energy Indiana of $123 million are reflecled as Long- 
Term Debt on the Coiisoltdaled Balance Sheets at both December 31. 2009 and 2008 Addilionally. Duke Energy Kentucky's borrowings of S74 million. 
which was repaid in 2009 Ilirough funds obtained from the issuance of long-term debt as discussed above, was included in Long-Term Debt on the 
Consolidated Balance Slieets at December 31. 2008 Duke Energy Ohio's borrowing under the master credit facility was repaid in the fourth quarter of 
2009, as discussed above As Duke Energy Ohio did not Ihave the intent to refinance ~ t s  borrowings on a long-lerm basis, amounls oulslanding at 



December 31, 2008 of $279 million were reflected in Notes Payable and Commercial Paper within Current Liabilities on the Consolidated Balance 
Sheets. 

At December 31, 2009 and 2008, approximately $706 million and $779 million, respectively, of tax-exempt bonds were classified as Long-Term 
Debt on the Consolidated Balance Sheets. Of this amount, the master credit facility served as a backstop for approximately $385 million of these 
pollution control bonds (of which approximately $100 million is in the form of letters of credit), with the remaining balance backstopped by other specific 
long-term credit facilities separate from the master credit facility. Additionally, at both December 31, 2009 and 2008, approximately $450 million of 
commercial paper issuances were classified as Long-Term Debt on the Consolidated Balance Sheets. These tax-exempt bonds and commercial paper 
issuances, which are short-term obligations by nature, are classified as long-term due to Duke Energy's intent and ability to utilize such borrowings as 
long-term financing. As Duke Energy's master credit facility and other specific purpose credit facilities have non-cancelable terms in excess of one 
year as of the balance sheet date, Duke Energy has the ability to refinance these short-term obligations on a long-term basis 

In September 2008, Duke Energy Indiana and Duke Energy Kentucky collectively entered into a $330 million three-year letter of credit agreement 
with a syndicate of banks, under which Duke Energy Indiana and Duke Energy Kentucky may request the issuance of letters of credit up to $279 
million and $51 million, respectively, on their behalf to support various series of variable rate demand bonds issued or to be isstled on behalf of either 
Duke Energy Indiana or Duke Energy Kentucky This credit facility, which is not part of Duke Energy's master credit facility, may not be used for any 
purpose other than to support the variable rate demand bonds issued by Duke Energy Indiana and Duke Energy Kentucky 

Restrictive Debt Covenants. Duke Energy's debt and credit agreements contain various financial and other covenants. Failure to meet those 
covenants beyond applicable grace periods could result in accelerated due dates andlor termination of the agreements As of December 31, 2009, 
Duke Energy was in compliance with all covenants related to its significant debt agreements In addition. some credit agreements may allow for 
acceleration of payments or termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or 
some of its subsidiaries None of the debt or credit agreements contain material adverse change clauses 

Other Loans. During 2009 and 2008, Duke Energy had loans outstanding against the cash surrender value of the life insurance policies that it 
owns on the lives of its executives. The amounts outstanding were $41 1 million as of December 31, 2009 and $384 million as of December 31, 2008 
The amounts outstanding were carried as a reduction of the related cash surrender value that is included in Other within lnvestrnents and Other Assets 
on the Consolidated Balance Sheets. - _. 
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General Insurance 

consistent with companies engaged in similar commercial operations with similar type properties. Duke Energy's insurance coverage includes 
(i) commercial general public liability insurance for liabilities arising to third parties for bodily injury and property damage resulting from Duke 
Energy's operations; (ii) workers' compensation liability coverage to statutory limits; (iii) automobile liability insurance for all owned, non-owned 
and hired vehicles covering liabilities to third parties for bodily injury and property damage; (iv) insurance policies in support of the 
indemnification provisions of Duke Energy's by-laws and (v) property insurance covering the replacement value of all real and personal property 
damage, excluding electric transmission and distribution lines, including damages arising from boiler and machinery breakdowns, earthquake, 
flood damage and extra expense All coverage is subject to certain deductibles or retentions, sublimits, terms and conditions common for 
companies with similar types of operations 

Duke Energy carries insurance and reinsurance coverage either directly or through its captive insurance company, Bison, and its affiliates. 

In 2006. Bison was a member of sEnergy Insurance Limited (sEnergy). which provided business interruption reinsurance coverage for Duke 
Energy's non-nuclear facilities. Duke Energy accounted for these memberships under the cost method, as i t  did not have the ability to exert 
significant influence over these investments. sEnergy ceased insuring events subsequent to May 15, 2006, and is currently winding down its 
operations and settling its outstanding claims. Bison will continue to pay additional premiums to sEnergy as it settles its outstanding claims during 
its wind-down; however, Duke Energy does not anticipate that the payments associated with the settlement of these outstanding claims will have 
a material impact on its consolidated results of operations, cash flows or financial position 

Duke Energy also maintains excess liability insurance coverage above the established primary limits for commercial general liability and 
automobile liability insurance Limits, terms. conditions and deductibles are comparable to those carried by other energy companies of similar 
size. 

The cost of Duke Energy's general insurance coverage can fluctuate year to year reflecting the changing conditions of the insurance 
markets 

Nuclear Insurance 

Catawba Nuclear Station The McGuire and Catawba Nuclear Stations have two nuclear reactors each and Oconee has three. Nuclear insurance 
includes: nuclear liabilily coverage; property, deconlamination and premature decommissioning coverage; and business interruption and/or extra 
expense coverage The other joint owners of the Catawba Nuclear Station reimburse Duke Energy Carolinas for certain expenses associated with 
nuclear insurance premiums The Price-Anderson Act requires Duke Energy to provide for public liability claims resulting from nuclear incidents to 
the maximum total financial protection liability, which was approximately $12 5 billion and increased to approximately $12 6 billion effective 
January 1. 2010 

Duke Energy Carolinas owns and operates the McGuire and Oconee Nuclear Stations and operates and has a partial ownership interest in the 

Primary Liabilily lnsurance Duke Energy has purchased the maximum reasonably available private primary liability insurance as required by 
law, which was 5300 million and increased to $375 million effective January 1. 2010 

Excess Liability Program This program provides approximately $12 2 billion of coverage through the Price-Anderson Act's mandatory 
industry-wide excess secondary financial protection program of risk pooling The $12 2 billion is the sum of the current potential cumulative 
retrospective premium assessments of 51 17 5 million per licensed commercial nuclear reactor This would be increased by $1 17 5 million for each 
additional commercial nuclear reactor licensed, or reduced by $1 17 5 million for nuclear reactors no longer operational and may be exempted from 
the risk pooling program Under lhis program, licensees could be assessed retrospective premiums to compensate for public liability damages in 
the event of a nuclear incident at any licensed facility in the U S If such an incident should occur and public liability damages exceed primary 
liability insurance, licensees may be assessed up to S117 5 million for each of their licensed reactors, payable at a rate not to exceed $17 5 
million a year per licensed reactor for each incident. The assessment and rate are subject l o  indexing for inflation and may be subject to state 
premium taxes The Price-Anderson Act provides for an inflation adjustmenl at least every five years with the last adjustment effective October 
2008. 

Duke Energy is a member of Nuclear Electric Insurance Limited (NEIL). which provides property and accidental outage insurance coverage 
for Duke Energy's nuclear facilities under three policy programs' 

Primary Properly lnsurance This policy provides $500 millioii of primary property damage coverage for each of Duke Energy's nucleai 
facilities 

Excess Properly lnsurance This policy provides excess property. decontamination and decommissioning liability insurance: $2.25 billion for 
the Calawba Nuclear Station and 51 0 billion each for the Oconee and McGuire Nuclear Stations The Oconee and McGuire Nuclear Stations also 
share an additional 51 0 billion insurance limit above this excess This shared h i t  is not subject to reinstatement in the event of a loss 

Accfdental Oulage lnsurance This policy provides business interruption and/or extra expense coverage resulting from an accidental outage 
of a nuclear unit Each McGuire and Catawba unit is insured for up to $3 5 million per week, and the Oconee units are insured for up to $2.8 
millioii per week Coverage amounts decline if more than one unit is involved in an accidental outage Initial coverage begins after a 12-week 
deductible period for Calawba and a 26-week deductible period for McGuire and Oconee and continues at 100% for 52 weeks and 80% for the 
next 110 weeks The McGuire and Catawba policy limit is $490 million and the Oconee policy limit is $392 million 

In the event of large industry losses, NEIL'S Board of Directors may assess Duke Energy for amouiils up to 10 times its annual premiums. 
The current potential maximum assessments are. Primary Property Iiisurance-$37 million, Excess Property Insurance--%43 million and 
Accidental Outage Insurance-$22 million 

Pursuant lo regulations of  Ihe NRC, each company's property damage insurance policies provide that all proceeds from such insurance be 
applied, first, to place the plant in a safe and stable condition after a qualifying accident, and second, to decontaminate before any proceeds can 
be used for decommissioning, plant repair or restoration 

In the event of a loss. the arnounl of insurance available might not be adequale to cover property damage and other expenses incurred 
Uninsured losses and other expenses, lo the extent not recovered by other sources, could have a material adverse effect on Duke Energy.s 



results of operations, cash flows or financial position 

The maximum assessment amounts include 100% of Duke Energy's potential obligation to NEIL for the Catawba Nuclear Station. However, 
the other joint owners of the Catawba Nuclear Station are obligated to assume their pro rata share of liability for retrospective premiums and 
other premium assessments resulting from the Price-Anderson Act's excess secondary financial protection program of risk pooling, or the NEIL 
policies. 

Environmental 

and other environmental matters. These regulations can be changed from time to time, imposing new obligations on Duke Energy. 
Duke Energy is subject to international, federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal 

Remediation Activit ies Duke Energy and its affiliates are responsible for environmental remediation at various contaminated sites These 
include some properties that are part of ongoing Duke Energy operations, sites formerly owned or used by Duke Energy entities, and sites owned 
by third parties. Remediation typically involves management of contaminated soils and may involve groundwater remediation. Managed in 
conjunction with relevant federal, state and local agencies, activities vary with site conditions and locations, remedial requirements. complexity 
and sharing of responsibility I f  remediation activities involve statutory joint and several liability provisions, strict liability, or cost recovery or 
contribution actions, Duke Energy or its affiliates could potentially be held responsible for contamination caused by other parties In some 
instances, Duke Energy may share liability associated with contamination with other potentially responsible parties, and may also benefit from 
insurance policies or contractual indemnities that cover some or all cleanup costs. All of these sites generally are managed in the normal course 
of business or affiliate operations During 2009. Duke Energy recorded additional reserves associated with remediation activities at certain 
manufactured gas plant sites and it is anticipated that additional costs associated with remediation activities at certain of its sites will be incurred 
in the future 

Included in Other within Deferred Credits and Other Liabilities and Other within Currenl Liabilities on the Consolidated Balance Sheets were 
total accruals related to extended environmental-related activities of approximately $65 million and $55 million as of December 31, 2009 and 
December 3 1 ,  2008, respectively These accruals represent Duke Energy's provisions for costs associated with remediation activities at some of 
its current and former sites, as well as other relevant environmenlal contingent liabilities Management, in the normal course of business, 
continually assesses the nature and extent of known or potential environmental-related contingencies and records liabilities when losses become 
probable and are reasonably estimable Costs associated with remediation activities within Duke Energy's regulated operations are typically 
expensed unless recovery of the costs is deemed probable 

Clean Water Ac t  316(b) The EPA finalized its cooling water intake structures rule in July 2004. The rule established aquatic protection 
requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs, estuaries, 
oceans, or other U S. waters for cooling purposes. Fourteen of the 23 coal and nuclear-fueled generating facilities in which Duke Energy is either 
a whole or partial owner are affected sources under that rule. On April 1, 2009. the U S. Supreme Court ruled in favor of the appellants that the 
EPA may consider costs when determining which technology option each site should implement. Depending on how the cost-benefit analysis is 
incorporated into the revised EPA rule, the analysis could narrow the range of technology options required for each of the 14 affected facilities. 
Because of the wide range of potential outcomes. Duke Energy is unable to estimate its costs to comply at this time. 

Clean A i r  lnterstate Rule (CAlRj The EPA finalized its CAlR in May 2005. The CAlR limits total annual and summertime N O x  emissions 
and annual SO2 emissions from electric generating facilities across the Eastern US.  through a two-phased cap-and-trade program Phase 1 
began in 2009 for NOx and begins in 2010 for SOz. Phase 2 begins in 2015 for both NOxand SO2 On March 25. 2008, the U S. Court of Appeals 
for the District of Columbia (D C Circuit) heard oral argument in a case involving multiple challenges to the CAlR On .July 11, 2008, the D C. 
Circuit issued its decision in Norfh Carolina v EPA No 05-1244 vacating the CAIR. The EPA filed a petition for rehearing on September 24, 2008 
with the D C. Circuit asking the court to reconsider various parts of its ruling vacating the CAlR In December 2008. the D.C Circuit issued a 
decision remanding the CAlR to the EPA without vacatur. The EPA must now conduct a new rulemaking to modify the CAlR in accordance with 
the court's July 11, 2008 opinion. This decision means that the CAlR as initially finalized in 2005 remains in effect until the new EPA rule takes 
effect The EPA has indicated that it currently plans on issuing a proposed rule in the April-May 2010 timeframe It is uncertain how long the 
current CAlR will remain in effect or how the new rulemaking will alter the CAlR 

The emission controls Duke Energy is installing to comply with state specific clean air legislation will contribute significantly to achieving 
compliance with Ihe CAlR requirements Additionally, Duke Energy plans to spend approximately 575 million between 2010 and 2014 
(approximately $65 million in Ohio and $10 million in Indiana) to comply with Phase 1 of the CAlR Duke Energy is currently unable to estimale 
the costs to comply with any new rule the EPA will issue in the future as a result of the D C District Court's December 2008 decision discussed 
above The IURC issued an order in 2006 granting Duke Energy Indiana approximately $ 1  07 billion in rate recovery to cover its estimated Phase 
1 compliance costs of the C,AlR and the Clean Air Mercury Rule in Indiana Duke Energy Ohio will recover most of the depreciation and financing 
costs related to environmental compliance projects for 2009-201 1 through its ESP 

Coal Combust ion Product (CCP) Management Duke Energy currently estimates that i t  will spend approximately $373 million over the 
period 2010-2014 to install synthetic caps and liners at existing and new CCP landfills and to convert some of its CCP handling systems from 
wet to dry systems The EPA and a number of states are considering additional regulatory measures that will conlain specific and more detailed 
requiremenls for the management and disposal of coal combustion products, primarily ash, from Duke Energy's coal-fired power plants The EPA 
has indicated that i t  intends to propose a rule early in 2010 Additional laws and regulations under consideration which more stringently regulate 
coal ash, including the potential regulation of coal ash as hazardous waste, will likely increase costs for Duke Energy's coal facilities Duke 
Energy is unable to estimate its polential costs at this time 

Li t igat ion 

groups and states. filed a number of complaints and notices of violalion against multiple utilities across the counlry for alleged violalions of the 
NSR provisions of Ihe Clean Air Act (CAA) Generally, the government alleges that projects performed at various coal-fired units were major 
modifications. as defined in the CAA. and that the utilities violated the CAA when they underlook those projects without obtaining permits and 
installing the best available emission controls for SO 2 .  NO, and particulate matler. The complaints seek injunctive relief to require installation of 
pollution control lechnology on various generating units that allegedly violated the CAA. and unspecified civil penallies in amouiils of up to 
$32,500 per day for each violation A number of Duke Energy's plants have been subject to these allegations Duke Energy asserts that there 
were no CAA violations because the applicable regulations do not require permitting in cases where the projects undertaken are routine' or 
otherwise do not result in a net increase in emissions 

New Source Review (NSRJ In ?999-2000. the U S Department of Justice (DO.J), acling on behalf of the EPA and joined by various citizen 

In 2000, the government brought a lawsuit against Duke Energy in the U S District Court in Greensboro. North Carolina The EPA claims that 
29 projects performed at 25 of Duke Energy's coal-fired units in the Carolinas violale these NSR provisions Three environmental groups have 
intervened in the case In August 2003. the trial court issued a summary judgment opinion adopting Duke Energy's legal positions on the standard 
to be used lor measuring an increase in emissions, and granted judgment in favor of Duke Energy The trial court's decision was appealed and 
ulliinately reversed and reiTianded for trial by the U S Supreme Court AI trial, Duke Energy will continue to assert that the projects were routine 
or not projected to increase emissions No trial date has been set 



In November 1999, the U S brought a lawsuit in the U.S Federal District Court for the Southern District of Indiana against Cinergy, Duke 
Energy Ohio, and Duke Energy Indiana alleging various violalions of the CAA for various projects al  six Duke Energy owned and co-owned 
generating stations in the Midwest. Three northeast states and two environmental groups have intervened in the case. A jury trial commenced on 
May 5, 2008 and jury verdict was returned on May 22. 2008. The jury found in favor of Cinergy, Duke Energy Ohio and Duke Energy Indiana on 
all but three units at Wabash River. Additionally, the plaintiffs had claimed that Duke Energy violated an Administrative Consent Order entered 
into in 1998 between the EPA and Cinergy relating to alleged violations of Ohio's State Implementation Plan provisions governing particulate 
matter at Duke Energy Ohio's W.C. Beckjord Station. 

A remedy trial for violations previously established at the Wabash River and W.C. Beckjord Stations was held during the week of 
February 2, 2009. On May 29, 2009, the court issued its remedy ruling and ordered the following relief: (i) Wabash River Unils 2, 3 and 5 to be 
permanently retired by September 30, 2009; (ii) surrender of SO2 allowances equal to the emissions from Wabash River Units 2, 3 and 5 from 
May 22, 2008 through September 30, 2009; (iii) civil penalty in the amount of $687,500 for Beckjord violations; and (iv) installation of a 
particulate continuous emissions monitoring system at the W.C. Beckjord Station Units 1 and 2. The civil penalty has been paid. On 
September 22, 2009, defendants filed a notice of appeal with the Seventh Circuit Court of Appeals of the judgment relating to Wabash River 
Unils 2, 3 and 5. That appeal is still pending. As of September 30, 2009, Wabash River Units 2, 3 and 5 have been retired. On October 21, 2008, 
Plaintiffs filed a motion for a new liability trial claiming that defendants misled the plaintiffs and the jury by, among other things, not disclosing a 
consulting agreement with a fact witness and by referring to that witness as "retired" during the liability trial when in fact he was working for Duke 
Energy under the referenced consulting agreement in connection with the trial On December 18. 2008. the court granted plaintiffs' motion for a 
new liability trial on claims for which Duke Energy was not previously found liable. That new trial commenced on May 11, 2009. On May 19. 2009, 
the jury annotinced its verdict finding in favor of Duke Energy on four of the remaining six projects at issue. The two projects in which the jury 
found violations were undertaken at Units 1 and 3 of the Gallagher Station in Indiana A remedy trial on those two violations was scheduled to 
commence on January 25, 2010; however, the parties reached a negotiated agreement on those issues and filed a proposed consent decree wilh 
lhe court on December 22, 2009 for public comment and approval The substanlive terms of the proposed consent decree require: (i) conversion 
of Gallagher units 1 and 3 to natural gas Combustion by 2013; (ii) installation of additional pollution controls at Gallagher unils 2 and 4 by 201 1; 
and (iii) additional environmental projects, payments and penalties Duke Energy estimates that these and other actions in the settlement will cost 
al least $88 million The parties anticipate that the court will approve and enter the consent decrees in due course 

On April 3, 2008, the Sierra Club filed another lawsuit in the US.  District Courl for the Southern District of Indiana against Duke Energy 
Indiana and certain affiliated companies alleging CAA violations at the Edwardsport power station. On June 30, 2008, defendants filed a motion to 
dismiss, or alternatively to stay, this litigation on jurisdictional grounds. The District Court denied that motion The defendants subsequently filed 
a motion for summary judgmenl alleging that the applicable statute of limitations bars all of plaintiffs' claims Plaintiffs filed two motions for 
partial summary judgment requesting rulings on the applicabilily of certain legal standards. On January 26, 2010, the parlies filed a joint motion lo 
stay all proceedings and deadlines pending the court's ruling on Ihe motions for summary judgment. On February 2, 2010, the motion to slay was 
granted. although the trial is still set to commence on January 10, 201 1 

On July 31. 2009, the EPA served a request for information under seclion 114 of the CAA on Duke Energy, Duke Energy Ohio and Duke 
Energy Business Services, Inc., requesting information pertaining to various maintenance projects and emissions and operations data relevant to 
the Miami Fort and W.C. Beckjord stations in Ohio. Duke Energy's objections and responses to the EPA s seclion 114 requesl were filed on 
September 28, 2009 and Duke Energy continues to provide information to the EPA. 

I I  is no1 possible to estimate the damages, if any, that Duke Energy might incur in connection with Ihe unresolved mallers discussed above. 
Ultimate resolution of these matters relating to NSR, even in settlement, could have a material adverse effect on Duke Energy's consolidated 
results of operations, cash flows or financial position However, Duke Energy will pursue appropriate regulatory treatment for any costs incurred 
in connection with such resolution 

Duke Energy Carolinas' Cliffside Unit 6 Permit On July 16, 2008. the Southern Alliance for Clean Energy, Environmental Defense Fund, 
National Parks Conservation Association, Natural Resources Defenses Council, and Sierra Club (collectively referred to as Citizen Groups) filed 
suit in federal court alleging that Duke Energy Carolinas violated the CAA when it commenced construction of Cliffside Unit 6 at Cliffside Steam 
Station in Rutherford County, North Carolina without obtaining a determination that the MACT emission limits will be met for all prospective 
hazardous air emissions at that plant. The Citizen Groups claim the right to injunctive relief against further construction at the plant as well as civil 
penalties in the amount of up to $32,500 per day for each alleged violation In July 2008. Duke Energy Carolinas voluntarily performed a MACT 
assessment of air emission controls planned for Cliffside Unit 6 and submitted the results to the DENR On August 8, 2008 the plaintiffs filed a 
motion for summary judgment On December 2, 2008, the Court granted summary judgment in favor of the Plaintiffs and entered judgment 
ordering Duke Energy Carolinas to initiate a MACT process before the DAQ. The court did not order an injunction againsl further construction. but 
retained jurisdiction lo monitor the MACT proceedings On December 4, 2008, Duke Energy Carolinas submitted its MACT filing and supporting 
information to the DAQ specifically seeking DAQ's concurrence as a threshold matter that construction of Cliffside Unit 6 is not a major source 
subject lo section 112 of the CAA and submitting a MACT determination application. Concurrenl with (he inilialion of Ihe MACT process, Duke 
Energy Carolinas filed a notice of appeal to the Fourth Circuit Court of Appeals of the Court's December 2, 2008 order lo reverse the Court's 
determination that Duke Energy Carolinas violated the CAA The DAQ issued the revised permit on March 13, 2009, as discussed above Based 
upon DAQ's minor-source delermination, Duke Energy Carolinas filed a motion requesting that Ihe court abstain from furlher action on the matler 
and dismiss the plaintiffs' complaint The court granted Duke Energy Carolinas motion to abstain and dismissed the plaintiffs' complaint without 
prejudice On August 3, 2009, plaintiffs filed a notice of appeal of  the court's order and Duke Energy Carolinas likewise appealed on Ihe grounds, 
among others. that the dismissal should have been with prejudice to any lulure filing 

It is not possible to predict with certainly whether Duke Energy Carolinas will incur any liability or to estimate the damages, if any, lhat Duke 
Energy Carolinas might incur in connection with this matter To the extent that a court of proper jurisdiclion halts construction of the plant, Duke 
Energy Carolinas will seek lo meet customers' needs for power through other resources In addilion, Duke Energy Carolinas will seek appropriate 
regulalory treatment for the investment in the plant 

Carbon Diowide (COz) Li f igat ion In July 2004, the states of Connecticut. New York. California Iowa. New .Jersey Rhode Island. 
Vermont. Wisconsin and the City of New York brought a lawsuit in the U S District Court for the Southern District of New York against Cinergy. 
American Electric Power Company, Inc , American Electric Power Service Corporation, The Southern Company, Tennessee Valley Authority, and 
Xcel Energy Inc. A similar lawsuit was filed in lhe U S District Court for the Southern District of New York against the same companies by Open 
Space Instilute. Inc , Open Space Conservancy, Inc , and The Audubon Society of New Hampshire These lawsuits allege lhat the defendants' 
emissions of C02 from the combuslion of fossil fuels al  electric generating facilities contribute to global warming and amount to a public 
nuisance The complaints also allege lhal the defendants could generate the same amount of electricity whilc emitting significantly less CO 2 Thi 
plaintiffs are seeking an injunction requiring each defendant to cap its CO 2 emissions and then reduce them by a specified percentage each year 
for a1 least a decade In September 2005. the District Court granted the defendants' motion to dismiss the lawsuit The plaintills have appealed 
this ruling to the Second Circuil Court of Appeals Oral arguments were held before the Second Circuit Court of Appeals on June 7, 2006 In 
September. 2009. the Court of Appeals issued an opinion reversing the district court and reinstating the lawsuit Defendants filed a petition for 
rehearing en banc It is not possible to predict with certainty whether Duke Energy will incur any liabiliiv or to estimate the damages. i f  any, thal 
Duke Energy might incur in connection with this matter 

Alaskan Global Warming Lawsuit On February 26, 2008. plainliffs filed suit against Peabody Coal and various oil and power company 
defendants. including Duke Energy and certain of its subsidiaries Plaintiffs. the governing bodies 01 an lnupiat village in Alaska brought the 



action on their own behalf and on behalf of the village's approximately 400 residents The lawsuit alleges that defendants' emissions of CO 2 
contributed to global warming and constitute a private and public nuisance Plaintiffs also allege that certain defendants, including Duke Energy, 
conspired to mislead the public wilh respect to global warming Plaintiffs seek unspecified monetary damages, attorney's fees and expenses On 
June 30, 2008, the defendants filed a motion to dismiss on jurisdictional grounds, together with a motion to dismiss the conspiracy claims On 
October 15, 2009, the Districl Court granted defendants motion to disniiss and plainiiffs filed a notice of appeal It is not possible lo predict wilh 
certainty whelher Duke Energy will incur any liability or to estimate the damages, i f  any, that Duke Energy might incur in connection with this 
matter 

Hurricane Katrina Lawsuit  In April 2006, Duke Energy and Cinergy were named in the third amended complaint of a purported class action 
lawsuit filed in the U.S. District Court for the Southern District of Mississippi" Plaintiffs claim that Duke Energy and Cinergy. along with numerous 
other utilities. oil companies, coal companies and chemical companies, are liable for damages relating to losses suffered by victims of Hurricane 
Katrina. Plaintiffs claim that defendants' greenhouse gas emissions contributed to the frequency and intensity of storms such as Hurricane 
Katrina. On August 30, 2007, the court dismissed the case and plaintiffs filed a notice of appeal. In October 2009, the Court of Appeals issued 
an opinion reversing the district court and reinstating the lawsuit. Defendants filed a petition for rehearing en banc It is not possible to predict 
with certainly whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke Energy might incur in connection with this 
matter. 

Price Report ing Cases A total of 13 lawsuits have been filed against Duke Energy affiliates and other energy companies. Of the 13 
lawsuits, 11 have been consolidated into a single proceeding, including the case originally filed in Wisconsin state court in March 2009 In 
February 2008, the judge in this proceeding granted a motion to dismiss one of the cases and entered judgment in favor of DETM Plaintiffs' 
motion to reconsider was, in large part, denied and on January 9. 2009, the court ruled that plaintiffs lacked standing to pursue their remaining 
claims and granted certain defendants' motion for summary judgment In February 2009, the same judge dismissed Duke Energy Carolinas from 
that case as well as four other of the consolidated cases In November 2009, the judge granted Defendants' motion for reconsideration of the 
denial of Defendants' summary judgment motion in two of the remaining 10 cases to which Duke Energy affiliates are a party In December 
2009, plaintiffs in the consolidated cases filed a motion to amend their complaints in the individual cases to add a claim for treble damages under 
the Sherman Act, including additional factual allegations regarding fraudulent concealment of defendants' allegedly conspiratorial conduct 

One case was filed in Tennessee state court. which dismissed the case based on the filed rate doctrine and federal preemption grounds That 
case was appealed to the Tennessee Court of Appeals, which reversed this lower court ruling in October 2008 Defendants' application for 
permission to appeal to the Tennessee Supreme Court was granted and oral argument occurred in November 2009 On January 13.2009, another 
case pending in Missouri state court. was dismissed on the grounds that the plaintiff lacked standing to bring the case and the plaintiff's appeal 
was heard by the Missouri Court of Appeals in November 2009 In December 2009, the Court of Appeals affirmed the trial court ruling. On 
February 2, 2010, plaintiffs' motion for rehearing and application for transfer to the Missouri Supreme Court was denied. Plaintiffs have filed a 
motion to transfer directly for the Missouri Supreme Court. Each of these cases contains similar claims, that the respeclive plaintiffs, and the 
classes they claim lo represent, were harmed by the defendants' alleged manipulation of the natural gas markets by various means, including 
providing false information to natural gas trade publications and entering into unlawful arrangements and agreements in violation of the antitrust 
laws of the respective states. Plaintiffs seek damages in unspecified amounts 

A settlement agreemenl was executed with the class plaintiffs in five of the 11 consolidated cases in September 2009 The settlement did 
not have a material adverse effect on Duke Energy's consolidated results of operations. cash flows or financial position It is not possible to 
predict with certainty whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke Energy mighl incur in connection 
with the remaining matters 

Western Electr ic i ty Li t igat ion Plaintiffs, on behalf of lhemselves and others. in three lawsuits allege that Duke Energy affiliates, among 
olher energy companies, artificially inflated the price of electricity in certain western slates Two of the cases were dismissed and plaintiffs 
appealed to the U S Court of Appeal lor the Ninth Circuit. Of those two cases, one was dismissed by agreemenl in March 2007 In November 
2007, the court issued an opinion affirming dismissal of the other case, plaintiffs' motion for reconsideration was denied and plaintiffs did not file 
a petition for certiorari to the Supreme Court. Plaintiffs in the remaining case seek damages in unspecified amounts It is not possible to predict 
with certainty whether Duke Energy will incur any liability or to estimate the damages, if any, that Duke Energy might incur in connection with 
these lawsuits, but Duke Energy does not presently believe the outcome of these matters will have a material adverse effect on its consolidated 
results of operations, cash flows or financial position 

Duke Energy Retirement Cash Balance Plan. A class action lawsuit was filed in federal court in South Carolina against Duke Energy and 
the Duke Energy Retirement Cash Balance Plan, alleging violations of Employee Retirement Income Security Act (ERISA) and the Age 
Discrimination in Employment Act (ADEA). These allegations arise out of the conversion of the Duke Energy Company Employees' Retirement 
Plan into the Duke Energy Retirement Cash Balance Plan. The case also raises some Plan administration issues, alleging errors in the application 
of Plan provisions (i.e.. the calculation of interest rate credits in 1997 and 1998 and the calculation of lump-sum distributions) The plaintiffs seek 
to represent present and former participants in the Duke Energy Retirement Cash Balance Plan. This group is estimaled to include approximately 
36,000 persons The plaintiffs also seek to divide the putative class into sub-classes based on age Six causes of action are alleged, ranging 
from age discrimination. to various alleged ERISA violations, to allegations of breach of fiduciary duty Plaintiffs seek a broad array of 
remedies, including a retroactive reformation of the Duke Energy Retirement Cash Balance Plan and a recalculation of participants'/ 
beneficiaries' benefits under the revised and reformed plan Duke Energy filed its answer in March 2006 A portion of this contingent liability was 
assigned to Spectra Energy in connection with the spin-off in .January 2007 A hearing on the plaintiffs' motion to amend the complaint to add an 
additional age discrimination claim, defendant's motion l o  dismiss and the respective motions for summary judgment was held in December 
2007 On June 2, 2008, tlie court issued its ruling denying plaintiffs' motion lo add lhe addilional claim and dismissing a number of plaintiffs' 
claims, including the claims for ERISA age discrimination Since that date. plaintiffs have notified Duke Energy that they are withdrawing their 
ADEA claim On September 4, 2009, the court issued its order certifying classes for three of the remaining claims but not certifying their claims 
as to plaintiffs' fiduciary duty claims At an unsuccessful mediation in September 2008, Plaintiffs quantified their claims as being in excess of 
$150 million It is not possible l o  predict with certainty the damages, if any, that Duke Energy might incur in connection with this matter 

Ohio Ant i t rust  Lawsuit  In January 2008. four plaintiffs. including individual. industrial and non-profit customers, filed a lawsuit against 
Duke Energy Ohio in federal court in the Soultiern District of Ohio Plaintiffs allege thal Duke Energy Ohio (then The Cincinnali Gas & Eleclric 
Company (CGBE)). conspired l o  provide inequitable and unfair price advantages for certain large business consumers by entering into non-public 
option agreements with such consumers in exchange for their withdrawal of challenges to Duke Energy Ohio's (then CGBE's) pending RSP, which 
was implemented in early 2005 Duke Energy Ohio denies the allegations made in tlie lawsuit Following Duke Energy Ohio's filing of a motion to 
dismiss plaintiffs' claims, plaintilfs amended their complaint on May 30, 2008 Plaintiffs now contend thal the contracts at issue were an illegal 
rebate which violate antitrust and Racketeer Influenced and Corrupt Organizations (RICO) statutes Delendants liave again moved to dismiss the 
clams On March 31, 2009, the Dislrict Court granted Duke Energy Ohio's motion lo dismiss. Plaintiffs have filed a motion to alter or set aside 
the judgment 

Duke Energy lnternational Paranapanema Lawsuit  On July 16, 2008. Duke Energy International Geracao Paranapanema S A (DEIGP) 
filed a lawsuit in the Brazilian federal court challenging the merits of Iwo resolutions promulgated by the Brazilian electricity regulatory agency 
(ANEEL) (collectively. the Resolutions") The Resolutions purport to impose additional transmission fees (retroactive to July 1 .  2004 and 
effective through June 30 .  2009) on generation companies located in the State of SSo Paulo for utilization of the eleclric transmission system 
The new assessments are based upon a flat-fee charge that fails to take into account the locational usage by each generator DEIGP has been 
assessed approximately $45 million. inclusive of interest DElGP challenged Ihe assessnieiil in Brazilian federal court Based on DEIGP's 



continuing refusal to tender payment of the disputed sums, on April 1 .  2009, ANEEL assessed an additional fine against DElGP in the amount of 
approximately $7 million DEIGP filed a request to enjoin payment of the fine and for an expedited decision on the merits or, alternatively, a 
result that all disputed sums be deposited in the court's registry in lieu of direct payment to the distribution companies 

On June 30. 2009, the court issued a ruling in which it granted DEIGP's request for injunction regarding the second fine and denied DEIGP's 
request for an expedited decision or payment into the court registry. Under the court's order, DElGP was required to make payment directly lo 
the distribution companies on the approximate $45 million assessment pending resolution on the merits. As a result of the court's ruling, in the 
second quarter of 2009. Duke Energy recorded a pre-lax charge of approximately $33 million associated with lhis matter The court's ruling also 
allowed DEIGP to make 31 monthly installment payments on the outstanding obligation. DElGP filed an appeal and on August 28, 2009, the order 
requiring installment payments was modified to allow DEIGP to deposit the disputed portion, which was most of the assessed amount, into an 
escrow account pending resolution on the merits. 

Asbestos-related lnjuries and  Damages Claims Duke Energy has experienced numerous claims for indemnification and medical cost 
reimbursement relating Io damages for bodily injuries alleged to have arisen from the expostire to or use of asbestos in connection with 
construction and maintenance activities conducted by Duke Energy Carolinas on its electric generation plants prior to 1985 

AmOlJntS recognized as asbestos-related reserves related to Duke  Energy Carolinas in the Consolidated Balance Sheets totaled 
approximately $980 million and $1,031 million as of December 31, 2009 and 2008, respectively, and are classified in Other within Deferred 
Credits and Other Liabilities and Other within Current Liabilities These reserves are based upon the minimum amount in Duke Energy's best 
estimate of the range of loss for current and fulure asbestos claims through 2027 Management believes that i t  is possible there will be additional 
claims filed against Duke Energy Carolinas after 2027. In light of the uncertainties inherent in a longer-term forecast, management does not 
believe that they can reasonably estimate the indemnity and medical costs that might be incurred after 2027 related to such potential claims 
Asbestos-related loss estimates incorporate anticipated inflation, if applicable, and are recorded on an undiscounted basis These reserves are 
based upon current eslimates and are subject to greater uncertainty as the projection period lengthens A significant upward or downward trend in 
the number of claims filed, the nature of the alleged injury, and the average cost of resolving each such claim could change our estimated 
liability. as could any substantial adverse or favorable verdict at trial A federal legislative solution. further state tort reform or structured 
settlement transactions could also change the estimated liability. Given Ihe uncerlainlies associated with projecting matters into the future and 
numerous other factors outside our control, management believes that it is possible Duke Energy Carolinas may incur asbestos liabilities in 
excess of the recorded reserves 

Duke Energy has a third-party insurance policy to cover cerlain losses related lo Duke Energy Carolinas' asbestos-relaled injuries and 
damages above an aggregale self insured retention of $476 million. Duke Energy Carolinas' curnulalive payments began lo exceed the self 
insurance retention on its insurance policy during Ihe second quarter of 2008. Fulure payments up to the policy limit will be reimbursed by Duke 
Energy's lhird party insurance carrier. The insurance policy limil for potential future insurance recoveries for indemnification and medical cost 
claim payments IS $1,051 million in excess of the self insured retention. insurance recoveries of approximately $984 million and $1,032 million 
related to this policy are classified in the Consolidated Balance Sheets in Other within Investments and Other Assets and Receivables as of 
December 31, 2009 and 2008, respectively. Duke Energy is not aware of any uncertainties regarding the legal sufficiency of insurance claims. 
Management believes the insurance recovery asset is probable of recovery as the insurance carrier continues to have a strong financial strength 
rating. 

Duke Energy Indiana and Duke Energy Ohio have also been named as defendants or co-defendants in lawsuits related to asbestos at their 
electric generaling stations. The impact on Duke Energy's consolidated results of operations, cash flows or financial position of these cases to 
date has no1 been material Based on estimates under varying assumptions concerning uncertainties, such as, among others: (i) the number of 
contractors potentially exposed to asbestos during construction or maintenance of Duke Energy Indiana and Duke Energy Ohio generating plants; 
(ii) the possible incidence of various illnesses among exposed workers, and (iii) the potential settlement costs without federal or other legislation 
that addresses asbestos tort actions, Duke Energy estimates that the range of reasonably possible exposure in existing and future suits over the 
foreseeable future is not material This estimated range of exposure may change as additional settlements occur and claims are made and more 
case law is established 

Other Li t igat ion and  Legal  Proceedings Duke Energy and its subsidiaries are involved in other legal, tax and regulatory proceedings 
arising in the ordinary course of business, some of which involve substantial amounts Duke Energy believes thal lhe final disposition of these 
proceedings will not have a material adverse effect on its consolidated results of operations, cash flows or financial position 

Duke Energy has exposure to cerlain legal matters that are described herein As of December 31. 2009 and 2008, Duke Energy has recorded 
reserves, including reserves related to the aforementioned asbestos-related injuries and damages claims, of approximately $1 billion and S I .  1 
billion, respectively, for these proceedings and exposures These reserves represent management's best estimate of probable loss as defined in 
lhe accounting guidance for contingencies Duke Energy has insurance coverage for certain of these losses incurred As of December 31, 2009 
and 2008, Duke Energy recognized approximately $984 million and $1,032 million, respectively. of probable insurance recoveries related to these 
losses 

Duke Energy expenses legal cosls related to lhe defense of loss contingencies as incurred 

Other Commitments and Contingencies 

WEGS of Narrows. L.L C. lnvesf igat ion In October 2006, Duke Energy began an internal investigation into improper data reporting to the 
EPA regarding air eniissions under Ihe NO, Budget Program at Duke Energy's DEGS of Narrows, L L C power plant facilily in Narrows, Virginia 
The invesfigalion has revealed evidence of  falsificalion of  data by an employee relating lo Ihe qualily assurance lesling of 11s continuous 
emissions monitoring system lo monilor heat input and NO, emissions In December 2006. Duke Energy voluntarily disclosed the polenlial 
violations to Ihe EPA and Virginia Department of Environmental Qualily (VDEQ). and in January 2007. Duke Energy made a full writlen 
disclosure of the invesligation's findings to the EPA and the VDEQ In December 2007. the EPA issued a nolice of violation On March 19. 2009, 
Ilne EPA advised lhat i t  will not pursue criminal charges agatnsl Duke Energy, and negoliations can resume resolving Ihe civil violalion of the 
CAA identified in the December 2007 notice of violation. Duke Energy has laken appropriate disciplinary actiorl. including termination, with 
respect lo lhe employees involved with the false reporting It is not possible lo predict will? certainty whether Duke Energy will incur any liability 
or to estimate the damages if any. that Duke Energy might incur in connection with this matter DEGS has reached an agreement in principle to 
settle the CAA civil violation for an amount lhat is not material 

General As part of its normal business. Duke Energy is a party l o  various financial guarantees, performance guarantees and other 
contractual commitments to exlend guarantees of credit and other assistance to various subsidiaries investees and other third parties To 
varying degrees these guarantees involve elements of performance and credit risk, which are not included on the Consolidated Balance Sheets 
The posstbilily of Duke Energy having lo honor its conlingencies is largely dependent upon fulure operalions of various subsidiaries, investees 
and olher third parties. or the occurrence of certain future events For further information see Note 17 

In addition Duke Energy enters into various fixed-price. non-cancelable commitmenls lo purchase or sell power (tolling arrangements or 
power purchase contracts). take-or-pay arrangements, transporlalion or lhroughput agreements and other conlracls that may or may not be 
recognized on Ihe Consolidated Balance Sheets Some of these arrangements may be recognized a1 market value on the Consolidated Balance 
Sheets as trading contracts or qualifying hedge positions 



Operating and Capital Lease Commitments 

continuing operations was $129 million in 2009, $164 million in 2008 and $138 million in 2007 which is included in Operation, Maintenance and 
Other on the Consolidated Slatemenls of Operalions Amortization of assets recorded under capital leases is included in Depreciation and 
Amortization on the Consolidated Stalemenls of Operalions The following is a summary of fulure minimum lease payments under operaling 
leases, which at inception had a non-cancelable term of more than one year, and capital leases as of December 31, 2009: 

Duke Energy leases assets in several areas of its operations Consolidaled rental expense for operating leases included in income from 

Operating Capital 
Leases Leases 

2010 
201 1 
2012 
2013 
2014 
Thereafter 

( In mi l l ions) 

5 108 $ 2t 
78 21 
64 2i 
52 25 
37 2: 

197 11' ~- 
$ 536 $24( - Total future minimum lease payments 



Guarantees  a n d  Indemni f i ca t ions  

,ua ran tees  and  17. Guarantees and Indemnifications 

Duke Energy and its subsidiaries have various financial and performance guarantees and indemnifications which are issued in the normal 
i d e m n i f i c a t i o n s  

course of business As discussed below, these contracts include performance guarantees, stand-by letters of credit, debt guarantees. surety 
bonds and indemnifications. Duke Energy and its subsidiaries enter into these arrangements to facilitate commercial transactions with third 
parties by enhancing the value of the transaction to the third party 

As discussed in Note 1. on January 2. 2007, Duke Energy completed the spin-off of its natural gas businesses to shareholders. 
Guarantees that were issued by Duke Energy, Cinergy or International Energy, or were assigned to Duke Energy prior to the spin-off remained 
with Duke Energy subsequent to the spin-off. Guarantees issued by Spectra Energy Capital, LLC (Spectra Capital) or its affiliates prior to the 
spin-off remained with Spectra Capital subsequent to the spin-off, except for certain guarantees that are in the process of being assigned to 
Duke Energy. During this assignment period, Duke Energy has indemnified Spectra Capital against any losses incurred under these guarantee 
obligations. The maximum potential amount of future payments associated with the guarantees issued by Spectra Capital is approximately 
5250 million 

Duke Energy has issued perlormance guarantees to customers and other third parties that guarantee the payment and performance of 
other parties, including certain non-wholly-owned entities, as well as guarantees of debt of certain non-consolidated entities and less than 
wholly-owned consolidated entities. If such entities were to default on payments or performance, Duke Energy would be required under the 
guarantees to make payments on the obligations of the less than wholly-owned entity The maximum potential amount of future payments 
Duke Energy could have been required to make under these guarantees as of December 31, 2009 was approximately 5455 million. Of this 
amount, approximately 5195 million relates to guarantees issued on behalf of less than wholly-owned consolidated entities, with the remainder 
related to guarantees issued on behalf of third parties and unconsolidated affiliates of Duke Energy. Approximately 5285 million of the 
guarantees expire between 2010 and 2021, with the remaining performance guarantees having no contractual expiration 

Included in the maximum potential amount of future payments discussed above is approximately 561 million of maximum potential 
amounts of future payments associated with guarantees issued to customers or other third parties related to the payment or performance 
obligations of certain entities that were previously wholly-owned by Duke Energy but which have been sold to third parties, such as 
DukeSolutions. lnc. (DukeSolutions) and Duke Engineering & Services, lnc (DE&S) These guarantees are primarily related to payment of 
lease obligations. debt obligations, and performance guarantees related to provision of goods and services Duke Energy has received back- 
to-back indemnification from the buyer of DE&S indemnifying Duke Energy for any amounts paid related to the DE&S guarantees Duke 
Energy also received indemnification from the buyer of DukeSolutions for the first $2 5 million paid by Duke Energy related to the 
DukeSolutions guarantees Further, Duke Energy granted indemnification lo the buyer of DukeSolutions with respect to losses arising tinder 
some energy services agreements retained by DukeSolutions after the sale, provided that the buyer agreed to bear 100% of the performance 
risk and 50% of any other risk up to an aggregate maximum of 52 5 million (less any amounts paid by the buyer under the indemnity 
discussed above) Additionally, for certain performance guarantees, Duke Energy has recourse to subcontractors involved in providing 
services to a customer. These guarantees have various terms ranging from 2012 to 2021, with others having no specific term. 

Duke Energy has guaranteed certain issuers of surely bonds, obligating itself to make payment upon Ihe failure of a non-wholly-owned 
entity to honor its obligations to a third party. as well as used bank-issued stand-by letters of credit to secure the performance of non-wholly- 
owned entities to a third party or customer. Under these arrangements, Duke Energy has payment obligations which are triggered by a draw 
by the third party or customer due to the failure of the non-wholly-owned entity to perform according to the terms of its underlying contract 
Substantially all of these guarantees issued by Duke Energy relate to projects at Crescent that were under development at the time of the 
joint venture creation in 2006. Crescent filed Chapter 1 1  petitions in a U.S. Bankruptcy Court in June 2009. During 2009, Duke Energy 
determined that it was probable that it will be required to perform under certain of these guarantee obligations and recorded a charge of 
approximately $26 million associated with these obligations, which represented Duke Energy's best estimate of its exposure under these 
guarantee obligations. At the time the charge was recorded, the face value of the guarantees was approximately 570 million, which has since 
been reduced lo approximately $50 million as of December 31, 2009 as Crescent continues to complete some of its obligations under these 
guarantees 

Duke Energy has entered into various indemnification agreements related to purchase and sale agreements and other types of contractual 
agreements with vendors and other third parties. These agreements typically cover environmental. tax, litigation and other matters. as well as 
breaches of representations, warranties and covenants Typically, claims may be made by third parties for various periods of time. depending 
on the nature of the claim Duke Energy's potential exposure under these indemnification agreements can range from a specified amount. 
such as the purchase price, to an unlimited dollar amount. depending on the nature of the claim and the particular transaction Duke Energy is 
unable to estimate the total potential amount of future payments under these indemnification agreements due to several factors, such as the 
unlimited exposure under certain guarantees 

At December 31. 2009, the amounts recorded on the Consolidated Balance Sheets for the guarantees and indemnifications mentioned 
above, including performance guarantees associated with projects at Crescent for which it is probable that Duke Energy will be required to 
perform, is approximately 535 million This amount is primarily recorded in Other within Deferred Credits and Other Liabilities on the 
Consolidated Balance Sheets 



Earn ings  Per Share  

a r n i n g s  
e r  
h a r e  

18. Earnings Per S h a r e  

undistributed earnings allocated to participating securities, by the weighted-average number of common shares outstanding during the period. Diluted 
EPS is computed by dividing net income attributable to Duke Energy common stockholders, as adjusted, by the diluted weighted-average number of 
common shares outstanding during the period Diluted EPS reflects the potential dilution that could occur if securities or other agreements to issue 
common stock. such as stock options, phantom shares and stock-based performance unit awards were exercised or settled 

Basic earnings per share (EPS) is computed by dividing net income attributable to Duke Energy common stockholders, adjusted for distributed and 

Effective January 1, 2009, Duke Energy began applying revised accounting guidance for EPS related to participating securities, whereby 
unvested share-based payment awards that have non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid) when dividends are 
paid to common stockholders, irrespective of whether the award ultimately vests, constitute participation rights and should be included in the 
computation of basic EPS using the two-class method. All prior period EPS data was retrospectively adjusted to conform to these revised accounting 
provisions 

The following table illustrates Duke Energy's basic and diluted EPS calculations and reconciles the weighted-average number of common shares 
outslanding to the diluted weighted-average number of common shares outstanding for the years ended December 31, 2009. 2008. and 2007 

Average 
Income Shares EPS 

( in mill ions, except per share amounts) 
2009 
Income from continuing operalions attributable to Duke Energy common shareholders, as adjusted for 

participating securities-basic 

Effect of dilutive securities: 
Stock options, phantom, performance and unvested stock 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for 
participating securities-diluted 

2008 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for 

participating securities-basic 

Effect of dilutive securities: 
Stock options. phantom, performance and restricted stock 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for 
parlicipating securities-diluted 

2007 
Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for 

participating securities-basic 

Effect of dilutive securities: 
Stock options. phanlom. performance and restricted stock 
Contingently convertible bond 

Income from continuing operations attributable to Duke Energy common shareholders, as adjusted for 
participating securities-diluted 

$ 1,061 1,293 

1 

$ 1.061 

$ 1,276 

$ 1,276 

$ 1,518 

$ 1,518 

1,294 - 
1,265 

2 

1,267 - 
1,260 

4 
1 

__I- 

1.265 - 

$0.82 - 

$0.82 - 
$1.01 - 

$1.01 - 
$1.21 - 

$1.20 - 
As of December 31. 2009, 2008 and 2007, approximately 20 million, 15 million and 13 million, respectively, of stock options. unvested stock and 

performance awards were not included in the effect of dilutive securities" in the above table because either the option exercise prices were greater than 
the average market price of the common shares during those periods, or performance measures related to the awards had nol yet been met 

Beginning in the fourth quarter of 2008. Duke Energy began issuing authorized but previously unissued shares of common stock to fulfill 
obligations under its Dividend Reinvestment Plan (DRIP) and other internal plans, including 401(k) plans During the years ended December 31. 2009 
and 2008. Duke Energy received proceeds of approximately $494 million and $100 million, respectively. from the sale of common stock associaled with 
these plans 

During 20 10, Duke Energy anlicipates issuing approximately $400 million of additional authorized but previously unissued shares of common stock 
under its DRIP and other internal Dlans 
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For employee awards, equity classified stock-based compensation cost is measured at the grant date, based on the fair value of the award, 
and is recognized as expense or capitalized as a component of property, plant and equipment over the requisite service period. 

Duke Energy's 2006 Long-Term Incentive Plan (the 2006 Plan) reserved 60 million shares of common stock for awards to employees and 
outside directors. The 2006 Plan superseded the 1998 Long-Term Incentive Plan, as amended (the 1998 Plan), and no additional grants will be 
made from the 1998 Plan Under the 2006 Plan, the exercise price of each option granted cannot be less than the market price of Duke Energy's 
common stock on the date of grant and the maximum option term is 10 years. The vesting periods range from immediate to five years. Duke 
Energy has historically issued new shares upon exercising or vesting of share-based awards In 2010, Duke Energy may use a combination of 
new share issuances and open market repurchases for share-based awards which are exercised or become vested; however Duke Energy has 
not determined with certainty the amount of such new share issuances or open market repurchases. 

The 2006 Plan allows for a maximum of 15 million shares of common stock to be issued under various stock-based awards other than 
options and stock appreciation rights 

Stock-Based Compensation Expense 

Pre-tax stock-based compensation expense recorded in the Consolidated Statements of Operations is as follows: 

For the Years Ended 
December 31, 

Stock Options 
Phantom Awards 
Performance Awards 
Other Stock Awards 

Total 

2009(") 20081~) 2007 
_ _ _ - -  

( in  mi l l ions) 

$ 2  $ 2  $ 5  
17 17 2c 
20 23 1; 

1 1 
~ - _ _ .  

$ 40 $ 43 $ 3E - - -  
(a) Excludes stock-based compensation cost capitalized as a component of property, plant and equipment of approximately $4 million and $3 

million for the years ended December 31, 2009 and 2008, respectively 

The tax benefit associated with the stock-based compensation expense for the years ended December 31, 2009, 2008 and 2007 was 
approximately $16 million, $17 million and 515 million, respectively. 

Stock Option Activity 

Outstanding at December 31, 2008 
Granted 
Exercised 
Forfeited or expired 

Outstanding at December 31, 2009 

Exercisable at December 31, 2009 

Options Expected to Vest 

Opt ions 
(in thousands) 

19,790 
603 

(1,822) 
(1,265) 

17,306 

16,703 

603 

-_____ 

--- 

Weighted- 
Average 
Exercise 

Price 

$ 17 
15 
13 
17 

$ 18 

$ 18 

$ 15 

Weighted- 
Average 

Remaining 
Life ( in 
years) 

3 1  

2 8  

9 1  

Aggregate 
Intr insic 
Value ( in 
mi l l ions) 

5 37 

S 36 

$ 2  

On December 31, 2008 and 2007, Duke Energy had approximately 19 million and 20 million exercisable options, respectively. with a 
weighted-average exercise price of approximately $17 at each date The total intrinsic value of options exercised during the years ended 
December 31. 2009, 2008 and 2007 was approximately $6 million, $1 1 million and $26 million. respectively, with a related tax benefit of 
approximately $2 million. 51 million and $10 million. respectively Cash received from options exercised during the years ended December 31, 
2009. 2008 and 2007 was approximately $24 million, $30 million and $50 million, respectively There were 603,015 stock options granted during 
the year ended December 31, 2009. and no stock options granted during the years ended December 31, 2008 or 2007 The options granted in 
2009 were expensed immediately. therefore, there IS no future compensation cost associated with these options 

These assumptions were used to determine the grant date fair value of the stock options granted during 2009: 

Weighted-Average Assumptions fo r  Option Pricing 

Risk-free interest ratel") 2 0% 

Expected dividend yield@1 5 4 0% 

Expected life'") 6 0 yrs 



Expected volatilitytnJ 26 7% 

(a) The risk free rate is based upon the U S  Treasury Constant Maturity rates as of the grant date 
(b) The expected dividend yield is based upon annualized dividends and the 1-year average closing stock price. 
(c) The expected term of options is derived from historical data. 
(d) Volatility is based upon 50% historical and 50% implied volatility. Historic volatility is based on Duke Energy's historical volatility over the 

expected life using daily stock prices. Implied volatility is the average for all option contracts with a term greater than six months using the 
strike price closest to the stock price on the valuation date. 

Phantom Stock Awards 

stock awards issued and outstanding under the 1998 Plan generally vest over periods from immediate to five years. Duke Energy awarded 
1,095,935 shares (fair value of approximately $16 million, based on the market price of Duke Energy's common stock at the grant date) during 
the year ended December 3 1, 2009, 973,515 shares (fair value of approximately $17 million based on the market price of Duke Energy's 
common stock at the grant date) during the year ended December 31. 2008, and 1,163,180 shares (fair value of approximately 523 million based 
on the market price of Duke Energy's common stock at the grant date) during the year ended December 31, 2007 

Phantom stock awards issued and outstanding under the 2006 Plan generally vest over periods from immediate to three years. Phantom 

The following table summarizes information about phantom stock awards outstanding at December 3 1, 2009: 

Number of Phantom Stock Awards: 
Outstanding at December 3 1, 2008 
Granted 
Vested 
Forfeited 

Shares Weighted Average Gran 
( in  thousands) Date Fair Value 

2,446 $22 
1,096 14 

(1.108) 21 
19 

Outstanding at December 31, 2009 2,366 $19 

2,286 $19 
-I__ 

Phantom Stock Awards Expected to Vest 

The total grant date fair value of the shares vested during the years ended December 31, 2009, 2008 and 2007 was approximately $23 
million, $20 million and $31 million, respectively At December 31, 2009, Duke Energy had approximately $8 million of IJnreCOgniZed 
compensation cost which is expected lo be recognized over a weighted-average period of 1 4 years 

Performance Awards 

Stock-based awards issued and outstanding under both the 2006 Plan and the 1998 Plan generally vest over three years if performance 
targets are met. Vesting for certain stock-based performance awards can occur in three years, at the earliest, if performance is met Certain 
performance awards granted in 2009, 2008 and 2007 contain market conditions based on the total shareholder return (TSR) of Duke Energy stock 
relative to a pre-defined peer group (relative TSR). These awards are valued using a path-dependent model that incorporales expected relafive 
TSR into the fair value determination of Duke Energy's performance-based share awards. The model uses three year historical volatilities and 
correlations for all companies in the pre-defined peer group, including Duke Energy, to simulate Duke Energy's relative TSR as of the end of the 
performance period For each simulation, Duke Energy's relative TSR associated with the simulated stock price at the end of the perlormance 
period plus expected dividends within the period results in a value per share lor the award portfolio The average of these simulations is the 
expected portfolio value per share Actual life lo date results of Duke Energy's relative TSR for each grant is incorporated within the model 
Other performance awards not containing market conditions were awarded in 2009, 2008 and 2007. The performance goal for these awards is 
Duke Energy's compounded annual growfh rafe (CAGR) of annual diluled EPS. adjusfed for certain items, over a three year period. These awards 
are measured at grant date price. Duke Energy awarded 3,426,244 shares (fair value of approximately $44 million) during the year ended 
December 31, 2009, 2 407,755 shares (fair value 01 approximately $37 million) during the year ended December 31, 2008, and 1,534,510 shares 
(lair value of approxiniately S23 million) during the year ended December 31, 2007 

The following table summarizes informalion about stock-based performance awards O\JtStanding at December 31, 2009: 

Shares Weighted Average Gran 
Date Fair Value (in thousands) 

Number of Stock-based Performance Awards. 
Outstanding at December 31, 2008 
Granted 
Vested 
Forfeited 

$16 
13 
19 
16 

Outstanding at December 31. 2009 6,869 $14 

Stock-based Performance Awards Expected to Vest 4,177 $14 

The total gram dale fair value of the shares veslecf during Ihe years ended December 31. 2009, 2008 and 2007 was approximately $20 
million, $20 niillion arid $34 million, respectively At December 31, 2009, Duke Energy had approximately $28 million of unrecognized 
compensation cost which is expected to be recognized over a weighted-average period of 1 2 years 

Other Stock Awards 

Other sfock awards issued and oulsfanding under the 1998 Plan vest over periods from three to five years There were no other stock 
awards issued during lhe years ended December 31. 2009, 2008 or 2007 

The following lable summarizes inforniafioii about other stock awards oulstanding at December 31, 2009: 

Shares Weighted Average Gran 
( in thousands) Date Fair Value 

Number of Other Sfock Awards: 



Outstanding at December 31, 2008 219 $29 
Vested (48) 29 
Forfeited (3) 28 

Outstanding at December 31, 2009 168 .- $28 

162 $28 -- Other Stock Awards Expected to Vest 

The total fair value of the shares vested during the years ended December 31, 2009, 2008 and 2007 was approximately $1 million, $2 million, 
and $2 million. respectively At December 31, 2009. Duke Energy had approximately $1 million of unrecognized compensation cost which is 
exDected to be recoanized over a weiohted-averaae Deriod of 1.0 vear 
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Defined Benefit Retirement Plans 

plans cover most U S employees using a cash balance formula Under a cash balance formula, a plan participant accumulates a retirement benefit 
consisting of pay credits that are based upon a percentage (which varies with age and years of service) of current eligible earnings and current interest 
credits. Certain legacy Cinergy U S employees are covered under plans that use a final average earnings formula Under a final average earnings 
formula, a plan participant accumulates a retirement benefit equal to a percentage of their highest 3-year average earnings, plus a percentage of their 
highest 3-year average earnings in excess of covered compensation per year of participation (maximum of 35 years), plus a percentage of their 
highest 3-year average earnings times years of participalion in excess of 35 years Duke Energy also mainlains non-qualified, non-contributory 
defined benefit retirement plans which cover certain executives. 

Duke Energy and its subsidiaries (including legacy Cinergy businesses) maintain qualified, non-contributory defined benefit retirement plans The 

Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 
participants. During 2009, Duke Energy made contributions to its U S  qualified pension plans of approximately $800 million. There were no 
contributions to the U S qualified pension plans during the year ended December 31, 2008. Duke Energy made a contribution of approximately $350 
million to the legacy Cinergy qualified pension plans during the year ended December 31, 2007. 

Actuarial gains and losses are amortized over the average remaining service period of the active employees. The average remaining service 
period of active employees covered by the qualified retirement plans is 1 1  years The average remaining service period of active employees covered 
by the non-qualified retirement plans is nine years Duke Energy determines the market-related value of plan assets using a calculated value that 
recognizes changes in fair value of the plan assets in a particular year on a straight line basis over the next five years. 

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

As required by the applicable accounting rules, Duke Energy uses a December 31 measurement date for its plan assets 

Qualif ied Pension PI= 

Components o f  Net Periodic Pension Costs: Qualified Pension Plans 

For the Years Ended 
December 31, 

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

( in mi l l ions) 

$ 85 $ 92 $ 96 
257 254 246 

(362) (340) (319) 
7 7 5 
2 13 32 

17 20 20 - - -  
$ 6  $ 4 6  $ 8 0  - - -  Net periodic pension costs 

(a) These amounts exclude approximately $10 million, $13 million and $17 million for the years ended December 31. 2009, 2008 and 2007, 
respectively. of regulatory asset amortization resulting from purchase accounting adjustments associated with Duke Energy's merger with Cinergy 
in ADril 2006. 

Qualif ied Pension Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income and Regulatory Assets la) 

For  the  year ended 
December 31, 2009 

( in  mi l l ions) 

Regulatory assets. net decrease W 2 )  
Accumulated other comprehensive (incorne)/loss 

Deferred income tax asset 9 
Actuarial gain arising during 2009 (8) 
Prior service credit arising during 2009 (7) 
Amortization of prior year actuarial losses ( 1 )  
Amortization of prior year prior service cost (4) 

$(11) Net amount recognized in accumulaled other comprehensive (income)lloss 

(a) Excludes acluarial gains recognized in other accumulated comprehensive income of approximately S9 million, net of tax, associated with a 
Brazilian retirement ulan 



Reconcil iation o f  Funded Status to  Net Amount Recognized: Qualif ied Pension Plans 

As of and for the Years Ended December 31, 

2009 2008 

Change in Projected Benef i t  Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Plan amendments 
Obligation assumed from plan merger 
Benefits paid 

( in  mi l l ions) 

$ 4,161 $ 4,301 
85 92 

257 254 
4 / 5  (182) 

- 
- (9) 

7 
(221) (304) 

Obligation at measurement date $ 4,695 $ 4.161 

The accumulated benefit obligation was approximately $4,409 million and $3,823 million at December 31, 2009 and 2008, respectively 

As  of and for the Years Ended December 31, 

2009 2008 

Change in Fair Value o f  Plan Assets 
Plan assets at prior measurement date 
Actual return on plan assets 
Benefits paid 
Assets received from plan merger 
Employer contributions 

Plan assets at measurement date 

( in  mi l l ions) 

$ 2.853 $ 4,321 
7 87 (1.164) 

(304) (221) 

800 - 
$ 4.224 $ 2,853 

- 5 

--- 

Qualif ied Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of and for the Years Ended December 31, 

2009 2008 

Accrued pension liability 

( in mi l l ions) 

$ (471) $ (1,308) 

The following table provides the amounts related to Duke Energy's qualified pension plans that are reflected in Other within Regulatory Assets and 
Deferred Debits and AOCI on the Consolidated Balance Sheets at December 31, 2009 and 2008: 

As of December 31, 
I 

2009 zooa 
-I___ 

( in mi l l ions) 

Regulatory assets 
Accumulated other comprehensive (income) loss 

Deferred income tax asset 
Prior service cost 
Net actuarial loss 

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

s 909 S 931 

(206) (215) 
27 38 

528 537 

s 349 S 360 - 
(a) Excludes accumulated other comprehensive income of approximately $21 million and $12 million, respectively. net of tax, associated with a 

Brazilian retirement plan 

Of the amounts above, approximately $48 million of unrecognized net actuarial loss and approximately $5 million of unrecognized prior service 
cost will be recognized in net periodic pension costs in 2010 

Additional Information: 

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

As of December 31, 

2009 zooa 

Projected benefit obligation 

(in mi l l ions) 

S 4695 S 4.16 



Accumulated benefit obligation 
Fair value of plan assets 

4,409 3,822 
4,224 2,85? 

Qualified Pension Plans-Assumptions Used fo r  Pension Benefits Accounting 

2009 2008 2007 
Benefit Obligations - 

Discount rate 
Salary increase (graded by age) 

(percentages) 

5 5 0  6 5 0  6.0C 
4 50 4 50 5 or 

2009 2008 2007 
Determined Expense 

Discount rate 6 5 0  6 0 0  5 7: 
Salary increase 4 5 0  5 0 0  5 oc 
Expected long-term rale of return on plan assets 8 5 0  8 5 0  8 5C 

The discount rate used to determine the current year pension obligation and following year's pension expense is based on a yield curve approach 
Under the yield curve approach, expected future benefit payments for each plan are discounted by a rate on a third-party bond yield curve 
corresponding to each duration The yield curve IS based on a bond universe of AA and AAA-rated long-term corporate bonds A single discount rate is 
calculated that would yield the same present value as the sum of the discounted cash flows 

Non-Qualified Pension P h n A  

Components of Net Periodic Pension Costs: Non-Qualif ied Pension Plans 

For  the Years Ended 
December 31, 

2009 2008 2007 

Service cost 
lnlerest cost on projected benefit obligalion 
Amortizalion of prior service cost 
Amortization of acluarial loss 
Settlement credit 

Net periodic pension costs 

( in mi l l ions) 

5 2  $ 2  $ 2  
10 10 10 
2 3 2 
- 1 -  

__ -.u-...=L- 
$ 13 $ 16 5 14 --- 

Non-qualified Pension Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income 

For  the year ended 
December 31,2009 

Accumulaled other comprehensive (income)/loss 
Deferred income lax asset 
Actuarial losses arising during 2009 
Amortization of prior year actuarial losses 
Amortization of prior year prior service cost 

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

(in mi l l ions) 

Reconcil iation of Funded Status to Net Amount Recognized: Non-Qualif ied Pension Plans 

As of and for the Years 
Ended December 31, 

2009 2008 

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

Obligation at measurement date 

( in mi l l ions) 

$ 166 $ 172 
2 2 

10 10 
14 (4 1 

(19) (14) ___________ 

$ 173 $ 166 -- 
As of and for the Years 

Ended 
December 31.  



2009 2008 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

( i n  mi l l ions) 

$ (19) $ (14) 
19 14 ~ . -  ~ 

Plan assets at measurement date $ - -  $ - -  

The accumulated benefit obligation was approximately SI59 million and $154 million at December 31, 2009 and 2008, respectively 

Non-Qualif ied Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of December 31, 

2009 2008 

( in  mi l l ions) 

Accrued pension liability(a) $ (173) $ (166) 

(a) Includes approximately $15 million and $20 million recognized in Other within Current Liabilities on the Consolidated Balance Sheets as of 
December 31, 2009 and 2008. respectively. 

The following table provides the amounts related to Duke Energy's non-qualified pension plans that are reflected in AOCl on the Consolidated 
Balance Sheets at December 31, 2009 and 2008: 

Accumulated other comprehensive (income) loss 
Deferred income tax asset 
Prior service cost 
Net actuarial loss (gain) 

As of December 31, 

2009 2008 

( in mi l l ions) 

- 
-~ 

$ (7) $ (3) 
12 15 
-0 8 

$ 6  

Of the amounts above, approximately $2 million of unrecognized prior service cost and approximately $1 million of unrecognized net actuarial loss 

- $ 13 - Net amount recognized in accumulated other comprehensive (income) loss 

will be recognized in net periodic pension costs in 2010 

Additional Information: 

Non-Qualified Pension Plans-Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

I As of December 31, 

2009 2008 

( in  mi l l ions) 

$173 $166 
159 154 

Non-Qualified Pension Plans-Assumptions Used for Pension Benefits Accounting 

2009 2008 2007 
Benefit Obligations 

(percentages) 

Discount rate 5 50 6.50 6.00 
Salary increase 4 5 0  4 5 0  5 0 0  

2009 2008 2007 
Determined Expense 

Discount rate 6 5 0  6 0 0  5 7 5  
Salary increase 4 50 5 0 0  5 0 0  

The discount rate used to determine the current year pension obligation and following year's penston expense is based on a yield curve approach 
Under the yield curve approach, expected future benefit payments for each plan are discounted by a rate on a third-party bond yield curve 
corresponding to each duration The yield curve is based on a bond universe of AA and AAA-rated long-term corporate bonds A single discount rate is 
calculated that would yield the same present value as the sum of the discounted cash flows 

Other Post-Retirement Benefit Plans 

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



Duke Energy did not make any contributions to its other post-retirement benefit plans in 2009 or 2008. During the year ended December 31, 2007. 
Duke Energy contributed approximately $62 million to its other post-retirement benefit plans. 

These benefit costs are accrued over an employee’s active service period to the dale of full benefits eligibility. The net unrecognized transition 
obligation is amortized over approximately 20 years Actuarial gains and losses are amortized over the average remaining service period of the active 
employees The average remaining service period of the active employees covered by the plan is 12 years. 

Components of Net Periodic Other Post-Retirement Benefit Costs 

Service cost 
Interest cost on accumulated post-retirement benefit obligation 
Expected return on plan assets 
Amorlization of prior service (credit) cost 
Amortization of net transition liability 
Amortization of (gain) loss 
Special termination benefit cost 
Prior period accounting true-up adjustment @I 

For the Years Ended 
December 31, 

2009(a) 2008(”] 2007(”] 
- - I _  

( in  mi l l ions) 

$ 7  $ 7  $ 1 1  
46 44 57 

(16) (16) (91 
(8) (8) 2 
10 11 10 

(2) 6 
8 

(5) 
- __ 

__ - (55) - - 
$ 34 $ (19) 9 - -  Net periodic other post-retirement benefit costs 

(a) These amounts exclude approximately $9 million, $9 million and $10 million for the years ended December 31, 2009, 2008 and 2007, respectively. 
of regulatory asset amortization resulting from purchase accounting adjustments associated with Duke Energy’s merger with Cinergy in April 2006. 

(b) Represents the correction of errors, primarily in periods prior to 2008, related to the accounting for Duke Energy’s other post-retirement benefit 
plans that would have reduced amounts recorded as other post-retirement benefit expense during those historical periods. Of this amount, 
approximately $15 million was capitalized as a component of property, plant and equipment. 

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 introduced a prescription drug benefit under Medicare as well as a 
federal subsidy lo sponsors of retiree health care benefit plans Accounting guidance issued and adopted by Duke Energy in 2004 prescribes the 
appropriate accounting for the federal subsidy The after-tax effect on net periodic post-retirement benefit cost was a decrease of $3 million in 2009, 
$3 million in 2008 and $3 million in 2007 Duke Energy recognized an approximate $5 million and $8 million subsidy receivable as of December 31, 
2009 and 2008, respectively. which is included in Receivables on the Consolidated Balance Sheets. 

Other Post-Retirement Benefit Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income, Regulatory Assets and Regulatory Liabil it ies 

For the year ended 
December 31,2009 

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

Deferred income tax liability 
Actuarial loss arising during 2009 
Amortization of prior year prior service credit 
Amortization of prior year actuarial gains 
Amortization of prior year net transition liability 

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

( in mi l l ions) 

$ 66 
91 

(2 )  
3 
2 
1 

(2) 

$ 2 

Reconcil iation of Funded Status to Accrued Other Post-Retirement Benefit Costs 

As of and for the Years 
Ended December 31, 

Change in Benef i t  Obl igat ion 
Accumulated post-retirement benefit obligalion at prior rneasuremenl date 
Service cost 
Interest cost 
Plan participants’ contributions 
Actuarial gain 
Plan amendments 
Plan transfer 
Benefits paid 
Accrued retiree drug subsidy 

Accumulated post-retirement benefit obligation al measurement date 

2009 2008 

(in mi l l ions) 



As of and for the Years 
Ended December 31, 

2009 2008 

( in  mi l l ions) 

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

Plan assets at measurement date 

$ 169 $ 224 
28 (49) 

(80) (65) 
31 37 
21 22 

$ 169 $ 169 

-- 
-- 

Duke Energy uses a December 31 measuremenl dale for ils plan assels 

Other Post-Retirement Benefit Plans- Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of December 31, 

Accrued other post-retiremenl liability(a) 

(a) Includes approximately 53 million and 
December 31, 2009 and 2008, respet 

2009 2008 

( in mi l l ions) 

5 (559) $ (569) 

2 million recognized in Other within Current Liabilities on the Consolidated Balance Sheets as of 
vely 

The following table provides the amounts related to Duke Energy’s other post-retirement benefit plans that are reflecled in Other within Regulatory 
Assets and Deferred Debits, Other within Deferred Credits and Other Liabilities and AOCl on the Consolidated Balance Sheets at December 31, 2009 
and 2008: 

As  o f  December 31, 

2009 2008 

( in  mi l l ions) 

Regulatory assets 
RegtJlatOry liabilities 
Accumulated other comprehensive (income)/loss: 

Deferred income lax liability 
Net transilion obligation 
Prior service credit 
Net acluarial loss (gain) 

$ 7 3  $ 7 
- 91 

Net amount recognized in accumulated other comprehensive (iiicome)lloss $ (5) $ (72 

Of the amounts above, approximately 51 0 million of unrecognized net transilion obligation. approximately $4 million of unrecognized gains and 
approximately $8 million of unrecognized prior service credil (which will reduce pension expense) will be recognized in net periodic pension cosls in 
2010 

Assumptions Used for  Other Post-Retirement Benefits Accounting 

2009 2008 2007 
Determined Benefit Obligations 

(percentages) 

Discount rate 5 50 6.50 6.0 

2009 2008 2007 
Determined Expense 

Discount rale 6 50 6 00 5 7  
Expected long-term rate of return on plan assets 5 53 8 50 5 53-8 50 5 53-8 5 
Assumed tax rate(”) 35 0 35 0 35 

(a) Applicable lo the health care portion of funded posl-retirement benefits 

The discounl rale used to determine the currenl year olher post-relirement benefits obligalion and following year s ollier post-relirement benelits 
expense is based on a yield curve approach Under the yield curve approach, expecled future benefit payments for each plan are discounted by a 
rate on a third-party bond yield curve corresponding to each duration The yleld curve IS based on a bond universe of AA and AAA-rated long-term 
corporate bonds A single discount rate is calculated that would yield the same present value as the sum of the discounted cash flows 

Assumed Health Care Cost Trend Rates(”) 



Medicare Prescr ipt ion Drug 
Trend Rate Trend Rate 

2009 2008 2009 2008 
~ ~~ 

Health care cost trend rate assumed for next year 
Rate to which the cost trend IS assumed to decline (the ultimate trend rate) 
Year that the rate reaches the ultimate trend rate 

850% 850% 11.00% 1 1 .OO% 
5.00% 5 00% 5 00% 5.00% 
2019 2013 2024 2022 

(a) Health care cost trend rates include prescription drug Wend rate dlJe lo the effect of the Modernizalion Act 

Sensitivity t o  Changes in Assumed Health Care Cost Trend Rates ( in mill ions) 

Effect on total service and interest costs 
Effect on post-retirement benefit obligation 

1 -Percentage- I-Percentage- 
Point Increase Point Decreasr 

s 3  $ (2) 
38 (34) 

Expected Benefit Payments 

The following table presents Duke Energy's expected benefit payments to participants in its qualified, non-qualified and other post-retirement 
benefit plans over the next 10 years, which are primarily paid out of the assets of the various trusts These benefit payments reflecl expected future 
service, as appropriate. 

Other Post- 
Qualif ied Non-Qualif ied Retirement 

Plans Plans Plans(JI Total 
-- ~ 

(in mi l l ions) 

Years Ended December 31, 
2010 
201 1 
2012 
2013 
2014 

2015-2019 

$ 405 
423 
433 
431 
429 

2.020 

$ 16 
16 
15 
14 
22 
60 

$ 56 $ 477 
60 499 
61 509 
62 507 
63 514 

323 2.403 

(a) Duke Energy expects to receive future subsidies under Medicare Part D of approximately $4 million in each of the years 2010-2013, 
approximately $5 million in 2014, and a total of approximately $24 million during the years 2015-2019 

Plan Assets 

Master Retirement Trust. Assets for bolh the qualified pension and other post-retiremenl benefils are mainlained in a Masler Retirement Trust 
(Master Trust). Approximately 97% of Master Trust assets were allocated to qualified pension plans and approximately 3% were allocated to olher post- 
retirement plans, as of December 31, 2009 and 2008, respectively. The investment objective of the Masler Trust is to achieve reasonable returns, 
subject to a prudent level of portfolio risk, for the purpose of enhancing the security of benefits for plan participants The long-term rate of return of 
8 5% as of December 31, 2009 for the Master Trust was developed using a weighted-average calculation of expecled returns based primarily on future 
expected returns across asset classes considering the use of active asset managers. The weighted-average returns expected by asset classes were 
3 2% for US. equities, 2.0% for Non-U S equilies, 1 0% for Giobal equities, 2.0% for fixed income securities, and 0 3 %  for real estate The asset 
allocation targets were set after considering the investment objective and the risk profile U S. equities are held for their high expected return Non- 
U s. equities, debt securities, and real estate are held for diversification. Investments within asset classes are to be diversified to achieve broad 
market participation and reduce the impact of individual managers or investments Duke Energy regularly reviews its aclual asset allocalion and 
periodically rebalances its investments to the targeted allocation when considered appropriate. The following table presents target and actual asset 
allocations for the Master Trust at December 31, 2009 and 2008: 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

Asset Category 

U.S equity securities 
Non-U S. equity securiiies 
Giobal equity securil:es 
Debt securities 
Real eslate and cash 

Total 

34% 33% 3 1 
20 20 17 
10 10 10 
32 28 36 

4 9 6 

100% 100% 100% 

_______I___-  

--- 
VEBA 1/11 Duke Energy also invests other post-retirement assets in the Duke Energy Corporation Employee Benefits Trust (VEBA I) and the 

Duke Energy Corporation Post-Retirement Medical Benefits Trust (VEBA II) The investmenl objective of the VEBAs is lo achieve sufficienl returns. 
subject to a prudent level of portfolio risk, for the purpose of promoting the security of plan benefits lor participants The VEBAs are passively 
managed The following tables present target and actual asset allocations lor the VEBAs at December 31. 2009 and 2008: 

VEBA I 

Percentage at 
December 31 



- .. _ _ _ _  .- 
Target 

Allocation 2009 2008 
Asset Category 

~ 

U.S. equity securities 
Debt securities 
Cash 

30% 23% 20% 
45 37 40 
25 40 40  --- 

100% 100% 100% --- Total 

VEBA It 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

Asset Category 

U.S equity securities 50% -Yo 38% 
50 92 52 
_. 8 10 

100% 100% 100% 

Debt securities 
Cash 

Total 

~ - -  
--- 

Fair Value Measurements. On December 31. 2009. Duke Energy adopted the new fair value disclosure requirements for pension and other post- 
retirement benefit plan assets The accounting guidance for fair value defines fair value, establishes a framework for measuring fair value in GAAP in 
the U S and expands disclosure requirements about fair value measurements. Under the accounting guidance for fair value, fair value is considered 
to be the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement date. The fair 
value definition focuses on an exit price, which is the price that would be received by Duke Energy to sell an asset or paid to transfer a liability versus 
an entry price, which would be the price paid to acquire an asset or received to assume a liability Although the accounting guidance for fair value does 
not require additional fair value measurements. it applies to other accounting pronouncements that require or permit fair value measurenlents 

Duke Energy classifies recurring and non-recurring fair value measurements based on the following fair value hierarchy. as prescribed by the 

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

Level 2-a fair value measurement utilizing inputs other than a quoted market price that are observable, either directly or indirectly. for the asset 
or liability. Level 2 inputs include, but are not limited lo, quoted prices for similar assets or liabilities in an active market, quoted prices for identical 
or similar assets or liabilities in markets that are not active and inputs other than quoted market prices thaf are observable for the asset or liability. 
such as interest rate curves and yield curves observable at commonly quoted intervals. volatilities, credit risk and default rates A level 2 
measurement cannot have more than an insignificant portion of the valuation based on unobservable inputs 

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

The following table provides the fair value measurement amounts for Master Trust qualified pension and ofher post-retirement assels at 

accounting guidance for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels: 

December 31, 2009 

Total Fair 
Value 

Amounts at 
December 31, 

2009(”) Level 1 Level 2 Level 3 
- ~ ~ - -  

(in mi l l ions) 

Descr ipt ion 

Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership interests 
Real estate investment trust 
U S Government securities 
Other investments 
Guaranteed investment contracts 
Godernment bonds - Foreign 
Asset backed securities 

5 2,587 S 1,733 5 831 $ 2 
1,008 - 989 1 

10 
G 

- 34 1 39 302 
109 
64 
57 - 57 
43 38 4 
313 
33 - 32 
19 

- - 
- - 

- 

3 __ __ 

18 - 
__ - 14 14 - - ~  Government and commercial mortgage backed securities 

Total Assets 5 4,313 S 1,810 S 2,247 5 25 

(a) 

The following table provides the fair value measurement amounts for VEBA 1/11 other post-retirement assets at December 31.  2009 

Excludes approximately $22 million in net receivables and payables associated with security purchases and sales 

Total Fair 
Value 

Amounts at 



December 31, 
2009 Level 1 Level 2 Level : 

( in  mi l l ions) 

Description 

Cash and cash equivalents $ 27 $ -  $ 2 7  $ -  
Equity securities 12 11 1 
Debt securities 19 - 19 

__ 
- -- -- - 

Total Assets $ 1 1  $ 4 7  $ -  $ 5 8  - - - 
The following table provides a reconciliation of beginning and ending balances of Master Trust assets measured at fair value on a recurring basis 

where the determination of fair value includes significant unobservable inputs (Level 3): 

Year Ended December 31, 2009 

Balance at January 1 ,  2009 

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

$ 318 

(23) 
0 
$ 256 - Balance at December 31, 2009 

Valuation methods of the primary fair value measurements disclosed above are as follows: 

Investments in equity securities: Investments in equity securities are typically valued at the closing price in the principal active market as of 
the last business day of the quarter Principal active markets for equity prices include published exchanges such as NASDAQ and NYSE. Foreign 
equity prices are translated from their trading currency using the currency exchange rate in effect at the close of the principal active market. Duke 
Energy has not adjusted prices to reflect for after-hours market activity. Most equity security valuations are level 1 measures Investments in equity 
securities with unpublished prices are valued as level 2 if they are redeemable at the measurement date Investments in equity securities with 
redemption restrictions are valued as level 3 

Investments in corporate bonds and U S .  government securit ies : Most debt investments are valued based on a calculation using interest rate 
curves and credit spreads applied to the terms of lhe debt instrument (maturity and coupon interest rate) and consider the counterparty credit rating 
Most debt valuations are Level 2 measures. If the market for a particular fixed income security is relatively inactive or illiquid, the measurement is a 
Level 3 measurement 

Investments in short-term investment funds: Valued at the net asset value of units held at year end Investments in short-term investment 
funds with published prices are valued as level I Investments in short-term investment funds with unpublished prices are valued as level 2 

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

Employee Savinqs Plans 

contribution formula where Duke Energy provides a matching conlribution generally equal to 100% of before-tax employee contributions, of up to 6% 
of eligible pay per pay period Duke Energy made pre-tax employer matching contributions of approximately $80 million in 2009, S78 million in 2008 
and $68 million in 2007 Dividends on Duke Energy shares held by the savings plans are charged to retained earnings when declared and shares held 
in the plans are considered oulslanding in Ihe calculation of basic and diluled earnings per share 

Duke Energy sponsors employee savings plans that cover substantially all tJ S employees. Most employees participate in a matching 



Variable interest Entities 

' a r i ab le  21. Variable Interest Entities 

Power Sale Special Purpose Enlilies (SPES ) Duke Energy is the primary beneficiary of and consolidates two thinly-capitalized SPES that have n t e r e s t  

ntities been created to finance and execute individual power sale agreements with Central Maine Power Company (CMP) for approximately 45 MW of capacity. 
which expired in 2009, and 35 MW of capacity, ending in 2016 In addilion, these SPES have individual power purchase agreements (PPA) with Duke 
Energy Commercial Enterprises, Inc. (DECE), formerly Cinergy Capital 8 Trading, Inc., a wholly-owned subsidiary of Duke Energy, to supply the power 
DECE also provides various services, including certain credit support facilities The following summarizes the structure of each entity: 

CinCap lV. CinCap IV was created in July 1998 to facilitate the buyout of a power sales agreement that Stratton Energy Associates (Stratton) held 
with CMP. Approximately $159 million was paid to Stratton to buyout that contract This capital was raised through two debt tranches (approximately 
96 7% of CinCap IV capitalization) and equity (approximately 3 3% of CinCap IV capitalization). The equity was provided by 1998 CinPower Trust, which 
is in turned owned 90% by Barclays (3% holder) and 10% by DECE The capitalization (along with certain miscellaneous fees) of CinCap IV is to be 
repaid through a monthly reservation payment from CMP. Contemporaneous with the buyout of the Stratton PPA, CinCap IV executed a power sales 
agreement with CMP (Replacement PPA) to deliver 45 MW of capacity and energy to CMP CinCap IV also executed a power purchase agreement wblh 
DECE (Supply PPA) that contains virtually identical terms. except for the aforementioned reservation payment and a $3 less per MWh energy charge 
Cinergy guaranteed the performance of DECE under this PPA (with market-based liquidated damages), but did not guarantee the payment by CinCap IV 
on its debt obligations. This agreement expired in 2009. As of December, 31, 2009, the balance on the Consolidated Balance Sheets related to CinCap 
IV was an insignificant amount. 

CinCap V .  CinCap V was created in February 1999 to facilitate the buyout of a power sales agreement that Alternative Energy (AEI) held with CMP. 
Approximately $96 million was paid to AEI to buyout that contract. This capital was raised through two debt tranches (approximately 96.7% of CinCap V 
capitalization) and equity (approximately 3 3% of CinCap IV capitalization) The equity was provided by two parties: (a) 90% by Franklin Life Insurance 
Company and (b) 10% by DECE The capitalizalion (along with certain miscellaneous fees) of CinCap V is being repaid through a monthly reservation 
payment from CMP. Contemporaneous with the buyout of the AEI PPA. CinCap V executed a power sales agreement with CMP (Replacement PPA) to 
deliver 35 MW (only 25 in certain months) of capacity and energy to CMP through December 2016. CinCap V also executed a power purchase 
agreement with DECE (Supply PPA) that contains virtually identical terms, except for the aforementioned reservation payment and a $0 50 less per 
MWh energy charge. Cinergy guarantees the performance of DECE under this PPA (with market-based liquidated damages), but does not guarantee the 
payment by CinCap IV on its debt obligations 

These two SPES meet the accounting definition of a VIE because the equity investment at risk in these SPES is insufficient to permit the financing 
of their activities without additional subordinated financial support (i.e.. debt financing). As a result of a quantitative analysis of the contractual, 
ownership, and other financial inlerests in the SPES (i e., variable interests), Duke Energy has been deemed the primary beneficiary of these entities as 
it absorbs a majority of the expected losses of these SPES Accordingly, Duke Energy consolidates these SPES and, as such, the transactions between 
DECE and the two SPES are eliminated in consolidation 

As a result of the consolidation of these two SPES, approximately $94 million and 5 117 million of notes receivable is included on the Consolidated 
Balance Sheets at December 31, 2009 and 2008, respectively Of these amounts, 58 million and $24 million are included in Receivables on the 
Consolidated Balance Sheets and $86 million and $93 million are included in Notes Receivable on the Consolidated Balance Sheets at December 31, 
2009 and 2008, respectively Approximately $89 million and $108 million of non-recourse debt is included on the Consolidated Balance Sheets, of which 
$8 million and $19 million is included in Current Maturities of Long-Term Debt on the Consolidated Balance Sheets and $81 million and $89 million is 
included in Long-Term Debt on the Consolidated Balance Sheets at December 31, 2009 and 2008. respectively. In addition, miscellaneous other assets 
and liabilities are included on Duke Energy's Consolidated Balance Sheets at December 31, 2009 and 2008 The debt was incurred by the SPES to 
finance the buyout of the existing power contracts that CMP held with the former suppliers The notes receivable is comprised of two separate notes 
with one counterparty, whose credit rating is BBB+ The cash flows from the notes receivable are designed to repay the debt The first note receivable 
matured in August 2009, and had a balance of $17 million at December 31, 2008. at an effective interest rate of 7 81% The second note receivable, 
with a balance of S94 million and $100 million at December 31, 2009 and 2008, respectively, bears an effective interest rate of 9 23% and matures in 
December 2016 

The following table reflects the maturities of the Notes Receivable as of December 31, 2009: 

Notes Receivable Maturit ies 

( in  mi l l ions) 

2010 
201 1 
2012 
2013 
2014 
Thereafter 

$ 8  
10 
11 
13 
15 
37 

5 94 - Tslal 

Accounts Receivable Securitization 

Cinergy Receivables Company During 2002, Duke Energy Ohio, Duke Energy Iiidiana and Duke Energy Kentucky entered into an agreement to sell 
certain of their accounts receivable and related collections through Cinergy Receivables, a bankruptcy remote, QSPE Cinergy Receivables is a wholly- 
owned limited liability company of Cinergy and was formed in 2002 through a $5 million equity contribution by Cinergy to purchase certain accounts 
receivable of Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky The purpose of the forniation of Cinergy Receivables was to 
improve liquidity at the lowest possible financing cost As a result of the securitization. Duke Energy Ohio, Duke Energy Indiana and Duke Energy 
Kentucky sell, on a revolving basis, nearly all of their retail accounts receivable and a portion of their wholesale accounts receivable and related 
collections The securitization transaction was structured to meet the criteria for sale accounting treatment under the accounting guidance for transfers 
and servicing of financial assets and, accordingly through December 31. 2009, Duke Energy did not consolidate Cinergy Receivables and the transfers 
of receivables were accounted for as sales Accordingly. through December 31, 2009, Duke Energy accounted lor Cinergy Receivables under the 
equity method of accounting and all of the earnings or losses of Cinergy Receivables are therefore reflected in Duke Energy's consolidated earnings 
Effective with the adoption of new accounting rules relaled to consolidations and transfers and servicing of financial assets on .January 1 .  2010. Duke 
Energy began consolidating Cinergy Receivables The consolidation of Cinergy Receivables resulted in increases in net Receivables and Short-term 
Debt on the Consolidated Balance Sheets While the impact on the balance sheet in future periods will be based on the amount of receivables sold to 



Cinergy Receivables, at December 31, 2009, approximately $600 million of receivables were sold to Cinergy Receivables, of which approximately $340 
million was reflected in Receivables on the Consolidated Balance Sheets as they represented a retained interest in the receivables sold. Effective with 
the consolidation of Cinergy Receivables, Duke Energy no longer reflects a retained interest in the receivables sold since all receivable sold to Cinergy 
Receivables, net of loss on sale, do not qualify for sale accounting treatment under the accounting rules for transfers and servicing of financial assets 
and, thus, are reflected on the Consolidated Balance Sheets Additionally, effective January 1 ,  2010, Duke Energy's Consolidated Balance Sheets 
reflect Short-term Debt approximating the value of the sold receivables The consolidation of Cinergy Receivables also impacts Duke Energy's 
Statements of Operations as the activity of the Cinergy Receivables facility is now being reflected on a gross basis within Operating Expenses and 
Interest Expense versus on a net basis in Equity in Earnings (Losses) of Unconsolidated Affiliates 

The proceeds obtained from the sales of receivables are largely cash but do include a subordinated note from Cinergy Receivables for a portion of 
the purchase price (typically approximates 25% of the total proceeds) The note, which amounts to approximately $340 million and $292 million at 
December 31, 2009 and 2008, respectively, is subordinate to senior loans that Cinergy Receivables obtains from commercial paper conduits controlled 
by unrelated financial institutions. Cinergy Receivables provides credit enhancement related to senior loans in the form of over-collateralization of the 
purchased receivables However, the over-collateralization is calculated monthly and does not extend to the entire pool of receivables held by Cinergy 
Receivables at any point in time As such, these senior loans do not have recourse to all assets of Cinergy Receivables. These loans provide the cash 
portion of the proceeds paid to Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky 

This subordinated note is a retained interest (right to receive a specified portion of cash flows from the sold assets) under the accounting guidance 
for transfers and servicing of financial assets and is classified within Receivables in the accompanying Consolidated Balance Sheets at December 31, 
2009 and 2008 In addition, Duke Energy's investment in Cinergy Receivables conslitutes a purchased beneficial interest (purchased right to receive 
specified cash flows, in this case residual cash flows), which is subordinate to the retained interests held by Duke Energy Ohio, Duke Energy Indiana 
and Duke Energy Kentucky Effective January 1. 2010. with the consolidation of Cinergy Receivables, this subordinated retained interest as of 
December 31, 2009 will be replaced on the Consolidated Balance Sheets with the previously transferred accounts receivable balances. 

In 2008, Cinergy Receivables and Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana amended the governing purchase and sale 
agreement to allow Cinergy Receivables to convey its bankrupt receivables to the applicable originator for consideration equal to the fair market value 
of such receivables as of the disposition date The amount of bankrupt receivables sold is limited to 1% of aggregate sales of the originator during the 
most recently completed 12 month period. Cinergy Receivables and Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana completed a 
sale under this amendment in 2008 

Per the governing purchase and sale agreement, Cinergy Receivables is required to maintain a minimum net worth of $3 million In December 2008, 
Cinergy Receivables recorded a $15 million increase in its provision for uncollectible accounts which reduced its net worth below the $3 million threshold. 
During the first quarter of 2009, Cinergy infused approximately $3.5 million of equity into Cinergy Receivables to remedy the net worth deficiency. In 
June 2009, Cinergy Receivables recorded a $5 million increase in its provision for uncollectible accounts which reduced its net worth below the $3 million 
threshold. During July 2009, Cinergy infused $7 million of equity into Cinergy Receivables to remedy the net worth deficiency. In December 2009, 
Cinergy Receivables recorded a $3 million increase in its provision for uncollectible accounts which reduced its net worth below the $3 million threshold. 
During February 2010, Cinergy infused approximately $6 million of equity into Cinergy Receivables to remedy the net worth deficiency The greater 
amount of receivables in arrears is partially attributable to the economic downturn starting in 2008 having a negative impact on customers' ability to pay 
their utility bills Cinergy Receivables, Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana continue to monitor arrearages to determine 
whether an other-than-temporary impairment has occurred 

Duke Energy Ohio retains servicing responsibilities for its role as a collection agent on the amounts due on the sold receivables However, Cinergy 
Receivables assumes the risk of collection on the purchased receivables without recotme to Duke Energy Ohio, Duke Energy Indiana and Duke Energy 
Kentucky in the event of a loss While no direct recourse l o  Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky exists, these entities 
risk loss in the event collections are not sufficient to allow for full recovery of their retained interests No servicing asset or liability is recorded since 
the servicing fee paid to Duke Energy Ohio approximates a market rate 

The carrying values of the retained interests are delermined by allocating the carrying value of the receivables between the assets sold and the 
interests retained based on relative fair value The key assumptions used in estimating the fair value for 2009 were an anticipated credit loss ratio of 
0.6%. a discount rate of 2 7% and a receivable turnover rate of 11 6% The key assumptions used in estimating the fair value for 2008 were an 
anticipated credit loss ratio of 0 6%, a discount rate of 5 3% and a receivable turnover rate of 11 4%. Because (i) the receivables generally turnover in 
less than two months. (ii) credit losses are reasonably predictable due to the broad customer base and lack of significant concentration, and (iii) the 
purchased beneficial interest is subordinate to all relained interests and thus would absorb losses first. the allocated bases of the subordinated notes are 
not materially different than their face value The hypothetical effect on the fair value of the retained interests assuming both a 10% and a 20% 
unfavorable variation in credit losses or discount rates is not material due to the short turnover of receivables and historically low credit loss history 
interest accrues to Duke Energy Ohio. Duke Energy Indiana and Duke Energy Kentucky on the retained interests using the accretable yield method. 
which generally approximates the stated rate on the notes since the allocated basis and the face value are nearly equivalent Duke Energy records 
income from Cinergy Receivables in a similar manner An impairment charge would be recorded against the carrying value of both the retained interests 
and purchased beneficial interesl in the event it is delermined that an other-than-temporary impairment has occurred 

The following table shows the gross and net receivables sold. retained interests. purchased beneficial interest. sales, and cash flows during the 
years ended December 31, 2009 and 2008 

2009 2008 

Receivables sold as of December 31. 
Less Retained iiitnrests 

Net receivables sold as of December 31 

Purchased beneficial interest 
Sales 
Receivables sold 
Loss recognized on sale 
Cash flows 
Cash proceeds from receivables sold 
Collection fees received 
Return received on retained interests 

( in mi l l ions) 

$ 619 $ 74 
340 29 -- 

$ 279 $ 45 -- 
$ -  $ -  

5 5,506 $ 5.71 
43 6 

$ 5,416 $ 5,66 
3 

,27 3 

Cash flows from the sale of receivables are reflected within Operating Activtties on the Consolidated Statements of Cash Flows 

Colleclioii fees received in conneclioii with the servicing of transferred accounts receivable are included in Operation malnlenance and other on the 



Consolidated Statements of Operations. 

The loss recognized on the sale of receivables is calculated monthly by multiplying the receivables sold during the month by the required discount 
which is derived monthly utilizing a three year weighted average formula that considers charge-off history, late charge history, and turnover history on 
the sold receivables, as well as a component for the time value of money. The discount rate, or component for the time value of money, is calculated 
monthly by summing the prior month-end LIBOR rate plus a fixed rate of 2.39% 

Duke Enerav Receivables Finance Comoanv. See Note 15 for further information. 



Other income and Expenses, net 

Nher  I n c o m e  a n d  
xpenses, n e t  22. Other Income and Expenses, net 

The components of Other Income and Expenses, net on the Consolidated Statements of Operations for the years ended 
December 31, 2009, 2008 and 2007 are as follows: 

For the years ended December 31, 

2009 2008 2007 
( in mi l l ions) 

- 

Income/(Expense) 
Interest income 
Foreign exchange gains (losses)(a) 
AFUDC equity 
Deferred returns 
Impairments of available-for-sale securilies Ib) 
Other 

$ 2 7 1  $284 $232 - -  Total 

(a) Primarily relates to International Energy's remeasurement of certain cash and debt balances into the functional currency. 
(b) See Note 10 for additional information. 



Subsequent Events 

i ubsequen t  

i v e n t s  23. Subsequent Events 

For information on subsequent events related to regulatory matters, investments in unconsolidated affiliates and related party transactions, 
commitments and contingencies and variable interest entities. see Notes 4, 12, 16 and 21, respectively. 

In January 2010, Duke Energy announced plans to offer a voluntary severance plan to approximately 8.750 eligible employees As this is a 
voluntary plan, all severance benefits offered under this plan are considered special termination benefits under GAAP. Special termination benefits 
are measured upon employee acceptance and recorded immediately absent a significant retention period If a significant retention period exists. the 
cost of the special termination benefits are recorded ratably over the remaining service periods of the affected employees The window for 
employees to request to voluntarily end their employment under this plan opened on February 3, 2010 and closed on February 24, 2010 for 
approximately 8,400 eligible employees. For employees affected by the consolidation of Duke Energy's corporate functions in Charlotte, North 
Carolina, as discussed further below, the window will close March 31, 2010. Duke Energy currently estimates severance payments associated with 
this voluntary plan, based on employees' requests to voluntarily end their employment received through February 24, 2010, of approximately $130 
million. However, until management of Duke Energy approves the requests. it reserves the right to reject any request to volunteer based on 
business needs andlor excessive participation 

In addition, in January 2010, Duke Energy announced that it will consolidate certain corporate office functions, resulling in lransitioning over the 
next two years of approximately 350 positions from its offices in the Midwest to its corporate headquarters in Charlotte. North Carolina Employees 
who do not relocate have the option to elect to participate in the voluntary plan discussed above, find a regional posilion within Duke Energy or 
remain with Duke Energy through a transition period, at which time a reduced severance benefit would be paid under Duke Energy's ongoing 
severance plan. Management cannot currently estimate the costs, if any, of severance benefits which will be paid to its employees due to this 
office consolidation. 

Additionally, Duke Energy believes that it is possible that the voluntary severance plan may trigger settlement accounling or curtailment 
accounting with respect to its pension and other post-retirement benefit plans. At this time, management is unable to determine the likelihood that 
settlement or curtailment accounting will be triggered. 
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24. Quarterly Financial Data (Unaudited) 

First  Second Th i rd  Four th  
Quarter Quarter Quarter Quarter Total 

2009 
Operating revenues 
Operating income 
Net income attributable to Duke Energy Corporation 
Earnings per share: 

Basicla) 
Diluted@) 

2008 
Operaling revenues 
Operating income 
Income before extraordinary items 
Net income attributable to Duke Energy Corporation 
Earnings per share (before extraordinary items): 

Basicla) 
Diluted@') 

Earnings per share: 
Basic(a) 
Diluted(") 

$ 3,312 
681 
344 

$ 0 2 7  
$ 0.27 

$ 3,337 
751 
465 
465 

$ 0 3 7  
$ 0.37 

$ 0.37 
$ 0 3 7  

(In mill ions, except per share data) 

$ 2,913 
528 
276 

$ 0 2 1  
$ 0.21 

$ 3,229 
683 
351 
351 

$ 0 2 8  
$ 0.28 

$ 0.28 
$ 0.28 

$ 3,396 
445 
109 

$ 0 08 
$ 0 0 8  

$ 3.508 
577 
215 
215 

$ 0 17 
$ 0 17 

$ 0 17 
$ 0 1 7  

$ 3,110 
595 
346 

$ 0 2 6  
$ 0.26 

$ 3,133 
500 
260 
33 1 

$ 0 2 1  
$ 0 2 1  

$ 0.26 
$ 0.26 

$ 12,731 
2.245 
1,071 

$ 0 8' 
$ 0 8: 

$ 13,207 
2.51 
1.29 1 
1,362 

$ 1 O? 
$ 10: 

$ 1 Of 
$ 1 07 

(a) Quarterly EPS amounts are meant to be stand-alone calculations and are not always additive to full-year amount due to rounding 

During the first quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring item: an approximate $33 million charge 
associated with performance guarantees issued on behalf of Crescent (see Note 17). 

During the second quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring item: an approximale $33 million 
charge associated with an adverse ruling on prior year's transmission fees in Brazil (see Note 16). 

During the third quarter of 2009, Duke Energy recorded the following unusual or infrequently occurring items: an approximate $371 million non- 
cash goodwill impairment charge related to the non-regulated Midwest generation reporting unit to write-down the value of the goodwill to the 
estimated fair value (see Note 11); and an approximate $42 million of pre-tax impairment charges related to certain generating assets in the Midwest 
to write-down the value of lhese assets to their estimated fair value (see Note 11). 

During the fourth quarter of 2009. Duke Energy recorded the following unusual or infrequently occurring item: an approximate $18 million pre-tax 
impairment charge lo write-down Ihe carrying value of International Energy's investment in Attiki (see Note 12) 

During the first quarter of 2008, Duke Energy recorded the following unusual or infrequently occurring item: Duke Energy's proportionate share 
of impairment charges recorded by Crescent, which amounted to a pre-tax charge of approximately $1 1 million (see Note 12) 

During the second quarter of 2008. Duke Energy recorded the following unusual or infrequently occurring items: Duke Energy's proportionate 
share of impairment charges recorded by Crescent. which amounted to a pre-tax charge of approximately $ 1  1.3 million (see Note 12); an 
approximate $23 million pre-tax gain related to the sale of Brownsville (see Note 13); and an approximate $4 million charge related to otlier-than- 
temporary impairment of investments in auction rate securities (see Note IO) 

During the Ihird quarter of 2008, Duke Energy recorded the following unusual or infrequently occurring items: Duke Energy's proportionate share 
of impairment charges recorded by Crescent, which amounted to a pre-tax charge of approximately $114 million (see Nole 12); and an approximale 
$82 million pre-lax impairmenl charge related to emission allowances (see Note 11) 

During the fourlh quarter of 2008, Duke Energy recorded the following unusual or infrequently occurring item: an approximale $67 mrllion afler- 
tax (approximately 5103 mllllon pre-tax) extraordinary gain related to the reapplication of regulatory accounting treatment to certain operalions of 
Commercial Power (see Note 1 )  
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CHEDULE I 

Q N D E N S E D  
A R E N T  
Q M P A N Y  
I N A N C I A L  
T A T E M E N T S  

DUKE ENERGY CORPORATION 

CONDENSED STATEMENTS OF OPERATIONS 
(In millions, except per-share amounts) 

SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

Years Ended December 31, 

2009 2008 2007 

15 -- $ - $  - $  --- Operating Revenues 

Operating (Loss) Income (1 )  4 16 
Equity in Earnings of Subsidiaries 1 ,095 1,275 1,421 
Other Income and Expenses, net 9 ( 8 )  52 
Interest Expense 99 42 23 

Income Before Income Taxes 1,004 1,229 1,466 

Income From Continuing Operations 1,063 1,279 1,522 

Income Before Extraordinary Items 1,075 1,295 1,500 
Extraordinary Items, net of tax 
Net Income $ 1,075 $ 1,362 $ 1,500 

(4) -- Operating Expenses 1 

Income Tax Benefit (59) (50) (56) 

Income (Loss) From Discontinued Operations, net of tax 12 16 (22) 

- 

__. 
67 

Common Stock Data 

Earnings per share (from continuing operations) 

Basic 

Diluted 

Earnings (loss) per share (from discontinued operations) 

Basic 

Diluted 

Earnings per share (before extraordinary items) 

Basic 

Diluted 

Earnings per share (from extraordinary items) 

Basic 

Diluted 

Earnings per share 

Basic 

Diluted 

Dividends per share 

Weighted-average shares outstanding 

Basic 

Diluted 

0.82 $ 

0.82 $ 

0.01 $ 

0.01 $ 

083 $ 

083 $ 

- $  

- $  

0.83 $ 

0.83 $ 

094 $ 

1,293 

1,294 

1.01 $ 

1.01 $ 

0.02 $ 

0.01 $ 

103 $ 

102 $ 

0.05 $ 

005 $ 

1.08 $ 

1.07 $ 

0.90 $ 

1,265 

1.267 

121 

120 

(0 02) 

(0 02) 

119 

118 

119 

118  

0 86 

1,260 

1,265 

DUKE ENERGY CORPOFWTION 

BALANCE SHEETS 
(In mill ions, except per-share amounts) 

SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

December 3 1 ,  



2009 2008 

ASSETS 
Current Assets 
Cash and cash equivalents $ 365 $ 5 
Short-term investments 5 
Receivables 1,240 894 
Other 55 175 

Total current assets 1,660 , 1,079 
Investments and Other Assets 
Notes receivable 450 4 50 
Investment in consolidated subsidiaries 23,361 21,814 

1,106 Other 

Total investments and other assets 24,910 23,370 

Total Assets $ 26,570 $ 24,449 

-.- 1,099 .~ --.-. ~1____1-..-111"" ~- 

L.IABILITIES AND EQUITY 
Current Liabi l i t ies 

Notes payable and commercial paper 264 
Taxes accrued 27 
Other 71 92 

173 485 

Long-term Debt 2,971 1,224 

Other Long-Term Liabil it ies 
Deferred income taxes 175 35 
Other 1,501 , 1,717 

Total other long-term liabilities 1.676 1,752 

Accounts payable $ 102 $ 102 

. ~ . _ _  Total current liabilities 

Commitments and Contingencies 
Common Stockholders '  Equi ty 
Common Stock, $0 001 par value, 2 billion shares authorized: 1,309 million and 1,272 million shares 

1 1 
Additional paid-in capital 20,661 20,106 
Retained earnings 1,460 1,607 
Accumulated other comprehensive loss (372) - (7263 

2 1,750 20,988 

Total L iabi l i t ies and Common Stockholders' Equity $ 26,570 $ 24,449 

outstanding at December 31. 2009 and December 31, 2008, respectively 

~ " - "  
Total common stockholders' equity , ,,, 

DUKE ENERGY CORPORATION 

CONDENSED STATEMENTS OF CASH FLOWS 
(In millions) 

SCHEDULE I - CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

Years Ended December 31, 

2009 - 2008 2007 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income $ 1,075 $ 1,362 $ 1,500 
Adjustments to reconcile net income to net cash (used in) provided by 

operating activities (1,002) (748) ( 1,164; 

336 614 -____ 73 - Net cash (used in) provided by operating aclivities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchases of available-for-sale securities (1.117) (14,881: 
Proceeds from sales and maturities of available-for-sale securities 17 1367 15,740 
Investment in wholly-owned subsidiary (250) (204' 
Notes receivable from affiliates. net (272) (765) (548: 
Other 9 (19) (7; 

Net cash (used in) provided by investing activities (496) (534) 100 

CASH FL.0WS FROM FINANCING ACTIVITIES 
Proceeds from the: 

Issuance of long-term debt 1,740 77 1 
Issuance of common stock related to employee benefit plans 519 133 50 

Notes payable and commercial paper (269) 112 56 1 
Dividends paid (1.222) (1,143) (1,089 
Other 15 27 21 

Net cash provided by (used in) financing activities 783 (100) (457' 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of per iod 

Cash and cash equivalents at end of per iod 

360 (20) (2 1 
5 25 46 

$ 365 $ 5 %  25 

DUKE ENERGY CORPORATION 



SCHEDULE L-CONDENSED PARENT COMPANY FINANCIAL STATEMENTS 

I I Basis of Presentation 

subsidiaries. As specified in the merger conditions issued by various state commissions in connection with Duke Energy's merger with Cinergy 
Corp. (Cinergy) in April 2006, there are restrictions on Duke Energy's ability to obtain funds lrom certain of its subsidiaries through dividends, 
loans or advances For further information. see Note 4 to the Consolidated Financial Statements, "Regulatory Matters." Accordingly, these 
condensed financial statements have been prepared on a parent-only basis. Under this parent-only presentation, Duke Energy's investments in 
its consolidated subsidiaries are presented under the equity method of accounting. In accordance with Rule 12-04 of Regulation S-X. these 
parent-only financial statements do not include all of the information and footnotes required by Generally Accepted Accounting Principles (GAAP) 
in the United States (U.S ) for annual financial statements Because these parent-only financial statements and notes do not include all of the 
information and footnotes required by GAAP in the U S. for annual financial statements. these parent-only financial statements and other 
information included should be read in conjunction with Duke Energy's audited Consolidated Financial Stalemenls contained within Part I I ,  Item 8 
of this Form 10-K for the year ended December 31, 2009 

Duke Energy Corporation (Duke Energy) is a holding company that conducts substantially all of its business operations through its 

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

2. Debt 

Summary of Debt and Related Terms 

Unsecured debt 
commercial paper(a) 

Total debt 
Short-term notes payable and commercial paper 

Total long-term debt 

December 31, Weighted- 
Average 

Rate YearDue 2009 2008 
~- 

(in mil l ions) 

4 9% 2012-2019 $ 2,521 $ 774 
0.4% 450 714 

2,971 1,48? 

$ 2,971 $1,224 

~- 
__ (264 -- -- 

(a) Includes $450 million as of both December 31, 2009 and 2008 that was classified as Long-term Debt on the Consolidated Balance Sheets 
due to the existence of long-term credit facilities which back-stop these commercial paper balances, along with Duke Energy's ability and 
intent to refinance these balances on a long-term basis The weighted-average days to maturity was 14 days as of December 31, 2009 and 
10 days as of December 31, 2008 

At December 31, 2009, Duke Energy has guaranteed approximately $2 4 billion of debt issued by Duke Energy Carolinas, LLC, one of Duke 
Energy's wholly-owned operaling subsidiaries 

In Augusl 2009. Duke Energy issued $1 billion principal amount of senior notes, of which $500 million carry a fixed interest rate of 3.95% and 
mature September 15. 2014 and $500 million carry a fixed interest rate of 5 05% and mature September 15, 2019 Proceeds from the issuance 
were used to redeem commercial paper, to fund capital expenditures in Duke Energy's unregulated businesses in the U S and lor general 
corporate purposes 

In January 2009, Duke Energy issued $750 million principal amount of 6 30% senior notes due February 1. 2014 Proceeds from the 
issuance were used to redeem commercial paper and for general corporate purposes 

In September 2008, Duke Energy borrowed approximately $274 million under its master credit facility and that amount remained outstanding 
as of December 31, 2009 For additional inlormalion on Duke Energy's masler credit facility, see Note 15 to the Consolidaled Financial 
Statemenls, 'Deb1 and Credit Facilities ' The loans under the master credit lacilily are revolving credit loans that currently bear inlerest at one- 
month LIBOR plus an applicable spread. The loan for Duke Energy has a slated malurily of June 2012 

In June 2008, Duke Energy issued $500 niillion principal amount of senior notes. of which $250 million carry a fixed interest rate of 5 65% 
and mature June 15. 2013 and $250 million carry a fixed interest rate of 6 25% and mature June 15, 2018 Proceeds lrom the issuance were 
used to redeem commercial paper, to fund capital expendtlures in Duke Energy's unregulated businesses In the U S and for general corporate 
purposes 

Annual Maturities as of December 31, 2009 

2010 
201 1 
2012 
2013 
2014 
Thereafter 

Total long-term debt. including current matiirilies 

( in mi l l ions) 

$ - 
- 

274 
249 

1,249 
1,199 

$ 2,971 

3. Commitments and Contingencies 

Consolidaled Financial Slatemenls, "Commitments and Contingencies " 
Duke Energy and its Subsidiaries are a party to litigation, environmental and other mallers For further information. see Note 16 to the 

Duke Energy has various financial and performance guarantees and tndemnifications which are issued In the normal course of business 



These contracls include performance guaranlees. stand-by letters of credit, debt guarantees. surety bonds and indemnifications Duke Energy 
enters into these arrangements to facilitate commercial transaclions with third parties by enhancing Ihe value of the transaction l o  the third parly. 
The maximum potential amount of future payments Duke Energy could have been required to make under these guarantees as of December 31, 
2009 was approximately $4.3 billion. Of this amount, approximately $4.1 billion relates to guarantees of wholly-owned consolidated entities. 
including debt issued by Duke Energy Carolinas discussed above, and less than wholly-owned consolidated entities. The majority of these 
guarantees expire at various times between 2009 and 2033, with the remaining performance guarantees having no contractual expiration. See 
Note 17 to the Consolidated Financial Statements, "Guarantees and Indemnifications," for further discussion of guarantees issued on behalf of 
unconsolidated affiliates and third oarties 

4. Related Party Transactions 

Balances due to or due from related parties included in the Balance Sheets as of December 31, 2009 and 2008 are as follows: 

December 31, 

2009 2008 
Assets (Liabilities) 

(in mil l ions) 

Current assets due from affiliated companies(a)(b) 
Current liabilities due to affiliated companies(c) 
Nan-current liabilities due to affiliated companies (d) 

$ 7 8  $ 8 

$(766) 5 (766) 
$(101) $ (100) 

(a) Balance excludes assets or liabilities associated with money pool arrangements, which are discussed below 
(b) The balances at December 31, 2009 and 2008 are classified as Receivables on the Balance Sheets 
(c) The balances at December 3 1, 2009 and 2008 are classified as Accotinls Payable on the Balance Sheets 
(d) The balances at December 31, 2009 and 2008 are classified as Olher wilhin Olher Long-Term Liabilities on lhe Balance Sheets 

During 2007, Duke Energy began providing support to certain subsidiaries for their short-term borrowing needs through participation in a 
money pool arrangement Under this arrangement, certain subsidiaries with short-term funds may provide short-term loans to affiliates 
participating under this arrangement. Addilionally. Duke Energy provides loans to subsidiaries through the money pool, but is not permitted to 
borrow funds through the money pool arrangemenl Duke Energy had receivables of approximately $1.135 million and $863 million as of 
December 3 1, 2009 and 2008, respeclively, classified within Receivables in the accompanying Balance Sheets Additionally, Duke Energy had 
money pool-relaled receivables of $450 million classified as Notes Receivable within lnvestnients and Other Assels on the Balance Sheets as of 
both December 31, 2009 and 2008 The $272 million increase in money pool receivables during 2009 and the $765 million increase during 2008 are 
reflected as Notes Receivable from Affiliates. net within Net Cash (Used in) Provided by Investing Activities on the Condensed Statements of 
Cash Flows. In conjunction with the money pool arrangement, Duke Energy recorded interest income of approximately $12 million, $23 million 
and $16 million in 2009, 2008 and 2007, respectively, which is included in Other Income and Expenses, net on the Condensed Statements of 
Operations 

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

Additionally, Duke Energy recorded $ 1  million of interest expense in 2007 associated with credit support provided to a subsidiary, which is 
included in Interest Expense on the Condensed Statements of Operations. 

During the years ended December 31, 2009 and 2007. Duke Energy contributed approximately $250 million and $204 million, respectively, of 
capital to its wholly-owned subsidiary, Cinergy Corp Addilionally, Duke Energy received dividends from Cinergy Corp. of $200 million in 2008 
and $135 million in 2007, which are reflected within Net Cash (Used in) Provided by Operating Activities on Ihe Condensed Statements of Cash 
Flows 



SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS AND REVERSE 
. 

‘ C H E D U L E  1 1 - V A L U A T I O N  DUKE ENERGY CORPORATION 
, N D  Q U A L I F Y I N G  A C C O U N T S  SCHEDULE ll-VALUATION AND QUALIFYING ACCOUNTS AND REVERSE 
.ND REVERSE 

Balance at  
Beg inn ing  
of Period 

Additions: 

Charged to 
Charged to 

Expense 

December 31,2009: 
Injuries and damages 
Allowance for doubtful accounts 
Other@) 

December 31,2008: 
Injuries and damages 
Allowance for doubtful accounts 
Othertb) 

December 31, 2007: 
Injuries and damages 
Allowance for doubtful accounts 
Other(b) 

$ 1,035 
42 

555 

$ 1,632 

$ 1,086 
67 

623 

$ 1,776 

$ 1,184 
94 

1,105 

$ 2,383 

$ - -  
23 
52 

$ 75 

$ -  
34 

137 

$ 171 
. . ~  

$ 5 
37 
98 

$ 140 

Other 
Accounts 

( In mi l l ions) 

$ -  
9 

34 

$ 33 

$ -  

36 

$ 36 

$ 16 
7 

109 

$ 132 

- 

Dedu ctions(”1 

Balance a i  
End of 
Period 

5 51 
26 

235 

$ 312 

5 51 
59 

24 1 

s 351 
-~ 

S 119 
71 

689 

$ 879 

$ 984 

39E 
4e 

$ 1,428 

$ 1,035 
4; 

555 

$ 1,632 - 
$ 1,086 

67 
622 

$ 1,77E - 
(a) Principally cash payments and reserve reversals. For 2007, this also includes the effects of amounts included in the 

(b) Principally nuclear property insurance reserves at Duke Energy Carolinas, insurance reserves at Bison Insurance 
spin-off of Spectra Energy Corp (Spectra Energy) on January 2. 2007 

Company Limited (Bison) and other reserves, included in Other within Current Liabilities or Other within Deferred Credits 
and Other Liabilities on the Consolidated Balance Sheets 

The valuation and reserve amounts above do not include unrecognized tax benefits amounts or deterred tax asset 
valuation allowance amounls. 
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EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Duke Energy Corporation ("Duke Energy") on Form 10-K for the period ending December 31, 2009 a s  filed with the 
Securities and Exchange Commission on the date hereof (the "Report"), I, Lynn J. Good, GrOlJp Executive and Chief Financial Officer of Duke Energy, certify. 
pursuant to 18 U.S.C. section 1350, a s  adopted pursuant lo section 906 of the Sarbanes-Oxley Act of 2002, that: 

( 1 )  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke Energy. 

lsl Lvnn J. Good 
Lynn J. Good 

Group Executive and Chief Financial Officer 
February 26, 2010 
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Deioitte & Touche LLP 
1100 Carillon Building 
227 West Trade Street 
Charlotte, NC 28202 
USA 

Tel: +1 704 887 1500 
Fax: i 1 704 887 1570 
www.de1oitte.com 

INDEPENDENT AUDITORS' REPOK'I' 

To the Board of Ditectors and Stocklioldet of Cincrgy Coip 
Charlotte, North C:arolina 

We have auditcd the accompanying consolidated balance sheets of Cinergy Corp. and subsidiaries (the 
"Company") as of Deccniber 3 1,2009 and 2008, and the Ielated coiisolidatcd statements of operations, 
equity and comprehensive income (loss), and cash flows for the years then ended. 'These financial 
statements are the ieaponsibility of the Chmpany's inanagement. Our responsibility is to express an 
opinion on thcsc financial statements based on our audits. 

We conducted our audits i n  accordance with generally accepted auditing standards as established by the 
Auditing Standards Boat d (United States) and in accordance with the auditing startdards of the Public 
Company Accounting Oversight Boat d (United States). Those standards require that we plan and 
perform the audit to obtain leasonable assmance abotit whether the finmicia1 statements are free of 
mntct ial misstatenient. 'I'he Company IS not requited to have, nor were we engagcd to perform, an audit 
of its internal control over financial reporting. Our audits included consideration of internal control over 
financial reporting as a basis lor dcsigntng audit p i  occdures that are appropt iate in the ciicumstances, but 
not for the put pose ol expressing an opinion on the effectiveness of tlic Cotnpany's internal control ovcr 
f-inancial repoi ting Accorcliiigly. we e s p i e s  no such opinion. An audit also includes examining, on a 
test basis, evidencc supporting the aniounts and dtsclosuics in  the financial statements, assessing the 
accounting principles used and significant estimates made by managcmcnt, as well as evaluating the 
ovet all financial statement piesentation We belicvc that our audits provide a I casonable basis for 0111' 

opinion 

In o t i r  opinion. such cuiisolid:ited financial statcinetiis present fairly, i n  all material respects, the financial 
position of the Cnnipany as of 1)ecernbci 3 1 ~ 2009 and 2008, and the ~esults of tlicir operations and thcir 
cnsli flows To! the yeais theti cndcd i n  confot inity with accounting principles generally acceptcci i n  the 
Uniicd States i t f  America. 

March 3 1. 20 I O  

3 

frriember of 
Deloitk Touche Tohmatsu 

http://www.de1oitte.com


CI N ERGY CORP. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In millions) 

Years Ended December 31, 

2009 2008 
Operating Revenues 

Regulated electric 
Non-regulated electric and other 

!$ 4,587 !$ 3,452 
809 1,859 

Regulated natural gas 650 790 
Total operating revenues 6,046 6,101 

Fuel used in electric generation and purchased power - regulated 1,649 1,163 
Fuel used in electric generation and purchased power - non-regulated 414 94 1 
Cost of natural gas and coal sold 374 538 
Operation, maintenance and other 1,418 1,419 
Depreciation and amortization 804 782 
Property and other taxes 339 317 
Goodwill and other impairment charges 730 82 

Total operating expenses 5,728 5,242 
Gains on Sales of Other Assets and Other, net 8 62 
Operating Income 326 92 1 
Other Income and Expenses 

Equity in (losses) earnings of unconsolidated affiliates (8) 8 

Other income and expenses, net 97 126 
Total other income and expenses 62 125 

Interest Expense 276 268 

Income Tax Expense from Continuing Operations 2 84 279 

Income From Discontinued Operations, net o f  tax . 1 24 
(Loss) Income Before Extraordinary Items (171) 523 
Extraordinary Items, net of tax 67 
Net (Loss) Income $ (171) !$ 590 

- 

Operating Expenses 

Losses on sales and impairments of unconsolidated affiliates (27) (9) 

- 
Income From Continuing Operations Before Income Taxes 112 778 

(Loss) Income From Continuing Operations (172) 499 

See Notes to Consolidated Financial Statements 
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CINERGY CORP. 
CONSOLIDATED BALANCE SHEETS 

(In millions) 

December 31, 
2009 2008 

ASSETS 
Current Assets 
Cash and cash equivalents $ 180 $ 208 
Receivables (net of allowance for doubtful accounts of $20 at December 31, 2009 

and 2008) 872 916 
Inventory 595 405 

400 584 Other 
Total current assets 2,047 2,113 

investments and Other Assets 

.- 

investments in equity method unconsolidated affiliates 
Goodwill 
Intangibles, net 
Notes receivable 

333 383 
3,734 4,460 

557 639 
89 93 

Other 59 1 514 
Total investments and other assets 5,304 6,089 

2 1,238 19,574 
Property, Plant and Equipment 
cost  
Less accumulated depreciation and amortization 5,540 5,192- 

Net property, plant and equipment 15,698 14,382 . 
Regulatory Assets and Deferred Debits 
Deferred debt expense 70 68 
Regulatory assets related to income taxes 86 169 

995 1,062 Other 
Total regulatory assets and deferred debits 1,151 1,299 

Total Assets $ 24,200 $ 23,883 

-- 

See Notes to Consolidated Financial Statements 
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CINERGY CORP. 
CONSOLIDATED BALANCE SHEETS - (Continued) 
(In millions, except share and per-share amounts) 

December 31, 
2009 2008 

~ 

LIABILITIES AND EQUITY 
Current Liabilities 
Accounts payable 
Notes payable 
Taxes accrued 
Interest accrued 
Current maturities of lonq-term debt 

$ 828 $ 65 1 
1,135 1,193 

21 I 21 1 
70 69 

117 313 - 
260 308 

Total current liabilities 2,621 2,745 
Long-term Debt- 5,842 4,772 
Deferred Credits and Other Liabilities 
Deferred income taxes 2,195 2,380 
Investment tax credits 132 29 
Accrued pension and other post-retirement benefit costs 828 1,283 
Asset retirement obligations 87 58 
Other 1,077 1,029 

Total deferred credits and other liabilities 4,319 4,779 
Commitments and Contingencies 
Equity 
Common Stock, $0.01 par value; 1,000 shares authorized, 100 shares issued and 

Additional paid-in capital 10,966 10,977 
Retained earnings 640 81 1 

Total Cinergy Corp shareholder's equity 1 1,403 11,571 
Noncontrolling Interests 15 16 

Total equity 11,418 1 1,587 
Total Liabilities and Equity $ 24,200 $ 23,883 

Other - 

outstanding at December 31, 2009 and 2008 

Accumulated other comprehensive loss (203) (2 17) 

See Notes to Consolidated Financial Statements 
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CINERGY CORP 
CONSOLIDATED STATEhIENTS OF CAS11 I3 O\VS 

( I n  iiiillions) 

Years Ended Ueceiilber 3 I, 
2009 200s 

CAS11 FLO\\'S FllORI OI'EIIATING .ACTIVITIES 
Net (loss) iiicoine s (171)  S 590 
Adjustmeills to reconcile tic1 (loss) iiicoine to net cash provided by operating act1v1Iics 

Deprecintioti and amortization 812 792 

Extraordinary itcms. iiet oI(ox (67)  
Distributions lroiii q u i t )  invcstinents 17 49 
F:iins on sales of oilier assets ( 8 )  ( 8 5 )  
Iiiipairmcnt of goodwill aiid other i inpairnic i i t  cliargcs 757 9 I 
Dcfeiied income taxcs 2 y  74 
Equity 111 losses (earnings) 01 unconsolidnted affiliates S ( 8 )  

Contributioiis to qualificd pcnsion plans 
Accnicd pciisioii and other post-retiremeiit benef i t  costs 51 25 

(571) 

Net  realized nnd unrealized mnik-to-market and hcdgiiig traiisactions ( 1 )  I1 
Recci\~ables 155 ( 6 8 )  
Ill\ entoiy (117) (145) 
Otlicr current asscts 19 78 

:\ccou~lts paynblc I I4 (289) 

Taxes ncclued I ( 7 9 )  

Otllcr nsscts I 1  I67 
Otllei Ilnbllltles ( 126) 2.35 

Nct cash piovided by operating activities 1.266 1.231 

C apital eupcnditures ( I  75-11 ( I  607) 
l i i ves~ i ien t  expenditures ( I  39) I 12')) 
Acquisittoiis. inet of cash acquired (124)  (239)  
1'urcli;iscs 01 in ;irl;ible-Ior-s;ile S~CLI~ I I ICS 17.3) (7lJ) 

P~ocecds hwn s d c s  and niiiturltics 01 nvatlable-for-sale scc i i i  i t ies 84 I -I 
Nct proceeds froin the sales of oilici assets. and sales of arid collections 011 iiutcs rccei\-nble I S  86 

I'urclinses 01 cinisstoii aIIow:~nces (93) (62)  
S;tles of Cll l lSSl" l1 nllo\v.illlces 44 I01 

Notes duc 1roni d1iIi;ik. net ( I l l )  ( lU4) 
E h:inge i n  rcsti ictcd cash 34 S4 

olhcl 17) 13) 
Net cash uscd 111 i l l ves t l~ lg  :lctlvitles (2.091) (I .874) 

IssIIIlIlce 0 1  lung-teiili debt I ,  703 757 

Notes payable (279) 77') 

Notes I'"Y"hk to ~ l l l ~ l l a t c .  tic1 227 5-10 

Otllel 1171 15) 
Sci ciisl i pro! ided by t'inancing x t t y i t i e s  197 7-30 

I IIlcIcnsC 111 c:1s11 nnd C i l S l i  equi\.nlcilts IX) V? 

C nsli :ind r;isL equi\  ;ilents :it beginning  of peviod 
C:isli onil ciish vquiviilents iil end of period S IS0 s 70s 

Increase (decrease) in 

Otlici ctiircnt liabilities ( 7 )  (134)  

CAS11 FI.O\\S FIlORI IN\'E.STING ACTIVITIES 

CAS11 FI.O\\'S 1:IlORI 1:liVANC'ING AC1IVI'III)S 

Redei i ip t iun 01 Ions-teini  debt (S97) 16.75 ) 

n lvl~~rnr~~ 13:llti I X J O )  

205 I IjO 

See Notes lo Consolidaled Financial Slalernenls 
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Notes to Consolidated Financial Statements 

I. Summary of Significant Accounting Policies 

Nature of Operations and Basis of Consolidation Cinergy Corp (collectively with its subsidiaries, Cinergy), a wholly-owned 
subsidiary of Duke Energy Corporation (Duke Energy), is an energy company primarily located in Ohio, Indiana, Kentucky and Texas 
Cinergy directly or indirectly owns all outstanding common stock of its regulated public utility subsidiaries, Duke Energy Ohio, Inc (Duke 
Energy Ohio), which includes Duke Energy Ohio's wholly-owned public utility subsidiary, Duke Energy Kentucky, Inc (Duke Energy 
Kentucky), and Duke Energy Indiana, lnc (Duke Energy Indiana) Additionally, Cinergy owns Cinergy Investments, Inc (Investments), a non- 
regulated investment holding company involved in cogeneration and energy efficiency investments, renewable energy and energy marketing. 
Investments includes Duke Energy Generation Services, lnc and its affiliates (DEGS), which develops, owns and operates electric 
generation for large energy consumers, municipalities, utilities and industrial facilities. as well as engages in the development, construction 
and operation of wind energy projects DEGS is also developing transmission, solar and biomass projects Additionally, Investments includes 
a retail sales subsidiary, Duke Energy Retail Sales (DERS), which is certified by the Public Utilities Commission of Ohio (PUCO) as a 
Competitive Retail Electric Service (CRES) provider in Ohio DERS serves retail electric customers in Southwest, West Central and Northern 
Ohio with generation and other energy services at competitive rates 

Prior to July I ,  2008, Cinergy owned Duke Energy Shared Services (DESS), which provided administrative, management and support 
services to Cinergy's subsidiaries. On July 1, 2008, DESS was merged into a consolidated affiliate of Duke Energy In conjunction with this 
transaction, approximately $206 million of assets and approximately $4 19 million of liabilities were transferred to a consolidated affiliate of 
Duke Energy, including approximately $ 18 million of intercompany receivables and approximately $327 million of intercompany liabilities that 
were eliminated in Cinergy's consolidated balance sheet prior to this transaction. Since the carrying amount of liabilities transferred exceeded 
the carrying amount of the assets transferred, the transfer was recorded as a net contribution of capital 

These Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of Cinergy 
and all majority-owned subsidiaries where Cinergy has control and those variable interest entities where Cinergy is the primary beneficiary 
These Consolidated Financial Statements also reflect Cinergy's proportionate share of certain generation and transmission facilities in Ohio, 
Indiana and Kentucky 

and assumptions that affect the amounts reported in the Consolidated Financial Statements and Notes Although these estimates are based 
on management's best available information at the time, actual results could differ 

Reapplication of Regulatory Accounting Treatment t o  Portions of Generation in Ohio. Duke Energy Ohio's generation operations 
include generation assets located in Ohio that are dedicated to serve Ohio native load customers. These assets, as excess capacity allows, 
also generate revenues through sales outside the native load customer base, and such revenue is termed non-native 

operations due to the comprehensive electric deregulation legislation passed by the state of Ohio in 1999 As described further below, 
effective December 17, 2008. the PUCO approved Duke Energy Ohio's Electric Security Plan (ESP), which resulted in the reapplication of 
regulatory accounting treatment l o  certain portions of Duke Energy Ohio's operations as of that date. 

From January 1, 2005 through December 31, 2008, Duke Energy Ohio operated under a Rate Stabilization Plan (RSP), which was a 
market-based standard service offer See "Cost-Based Regulation" section below for further information on the RSP and the market-based 
standard service offer Although the RSP contained certain trackers that enhanced the potential for cost recovery, there was no assurance of 
stranded cost recovery upon the expiration of the RSP on December 31, 2008 since it was initially anticipated that there would be a move to 
full competitive markets upon the expiration of the RSP Accordingly, certain portions of Duke Energy Ohio's business did not apply 
regulatory accounting treatment to any of its generation operations prior to December 17, 2008 As discussed further in Note 4, in April 2008, 
new legislation Ohio Senate Bill 221 (SB 22 1) was passed in Ohio and signed by the Governor of Ohio on May 1, 2008 The new law codified 
the PUCO's authority to approve an electric utility's standard service offer either through an ESP or a Market Rate Option (MRO) The MRO 
is a price determined through a competitive bidding process On July 31, 2008, Duke Energy Ohio filed an ESP, and with certain 
amendments, the ESP was approved by the PUCO on December 17, 2008 The ESP became effective on January 1 ,  2009 

regulatory accounting treatment as SB 22 1 substantially increased the PUCO's oversight authority over generation in the state of Ohio, 
including giving the PUCO complete approval of generation rates and the establishment of an earnings test to determine if a utility has 
earned significantly excessive earnings Duke Energy Ohio determined that certain costs and related rates (riders) of Duke Energy Ohio's 
operations related to generation serving native load met the necessary accounting criteria for regulatory accounting treatment as SB 221 and 
Duke Energy Ohio's approved ESP enhanced the recovery mechanism for certain costs of its generation serving native load and increased 
the likelihood that Duke Energy Ohio's operations will remain under a cost recovery model for certain costs for the remainder of the ESP 
period 

approval of an enhanced recovery mechanism for certain of these riders, which includes, but is not limited to, a price-to-compare fuel and 
purchased power rider and cerlain portions of a price-lo-compare cost of environmental compliance rider Accordingly. certain portions of 
Duke Energy Ohio's business began applying regulatory accounting treatment to the corresponding RSP riders that enhanced the recovery 
inechanism for recovery under the ESP on December 17. 2008 The remaining portions of Duke Energy Ohio's native load generation 
operations, revenues from which are reflected in rate riders for which the ESP does not specifically allow enhanced recovery, as well as all 
generation operalions associated w th  non-native customers including the Midwest gas-fired generation assets, continue to not apply 
regulatory accounting as those operations do not meet the necessary accounting criteria Moreover, generation remains a competitive 
market in Ohio and native load customers continue to have the ability to switch to alternative suppliers for their electric generation service As 
customers switch there is a risk that some or all of the regulatory assets will not be recovered through the established riders In assessing 
the probability of recovery of its regulatory assets established for its native load generation operations. Duke Energy Ohio continues to 
monitor the amount of native load customers that have switched lo alternative suppliers At December 31. 2009. management has concluded 
that the established regulatory assets are still probable of recovery even though there have been increased levels of customer switching 

Despite certain portions of the Ohio native load operations not meeting the criteria for applying regulatory accounting treatment. all of 
Duke Energy Ohio's native load operations' rates are subject to approval by the PUCO. and thus these operations are referred to herein as 
Duke Energy Ohio's regulated operalions 

The reapplication of regulatory accounting treatment to certain portions of generation in Ohio on December 17, 2008. as discussed 
above resulted in an approximate $67 million after-tax (approximately $103 inillion pre-tax) extraordinary gain related to mark-to-market 

Use of Estimates. To conform to generally accepted accounting principles (GAAP) in the United States. management makes estimates 

Prior to December 17. 2008, certain portions of Duke Energy Ohio's business did not apply regulatory accounting treatment to any of its 

In connection with the approval of the ESP, Duke Energy Ohio reassessed whether certain portions of its business met the criteria for 

Under the ESP, Duke Energy Ohio will bill for its native load generation via numerous riders SB 221 and the ESP resulted in the 
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Notes to Consolidated Financial Statements 

losses previously recorded in earnings associated with open forward native load economic hedge contracts for fuel, purchased power and 
emission allowances, which the RSP and ESP allow to be recovered through a fuel and purchased power (FPP) rider There were no other 
immediate income statement impacts on the date of reapplication of regulatory accounting. A corresponding regulatory asset was 
established for the value of these contracts. 

considered cash equivalents. 

respectively, of restricted cash related primarily to proceeds from debt issuances that are held in trust, primarily for the purpose of funding 
future environmental expenditures Restricted cash balances are reflected within both Other within Current Assets and Other within 
Investments and Other Assets on the Consolidated Balance Sheets 

Inventory related to Cinergy's rt?gtJlated operations is valued at historical cost consistent with ratemaking treatment. Materials and supplies 
are recorded as inventory when purchased and subsequently charged to expense or capitalized to plant when installed Inventory related to 
Cinergy's non-regulated operations is valued at the lower of cost or market 

Components of Inventory 

Cash and Cash Equivalents. All highly liquid investments with maturities of three months or less at the date of acquisition are 

Restricted Funds Held in T rus t  At December 31, 2009 and 2008, Cinergy had approximately $15 million and $25 million, 

Inventory. Inventory is comprised of amounts presented in the table below and is recorded primarily using the average cost method 

Inventory 
Coal held for electric generation 
Materials and supplies 
Gas held in storage 

Total Inventory 

December 31, 
2009 2008 

( in millions) 

$344 $238 
189 164 

Effective November 1 ,  2008, Duke Energy Ohio and Duke Energy Kentucky executed agreements with a third party to transfer title of 
natural gas inventory purchased by Duke Energy Ohio and Duke Energy Kentucky to the third party Under the agreements, the gas 
inventory was stored and managed for Duke Energy Ohio and Duke Energy Kentucky and was delivered on demand. As a result of the 
agreements, the combined natural gas inventory of approximately $81 million being held by a third party as of December 3 1, 2008, was 
classified as Other within Current Assets on the Consolidated Balance Sheets 

Kentucky executed agreements with a different third party Under the new agreements. the gas inventory will be stored and managed for 
Duke Energy Ohio and Duke Energy Kentucky and will be delivered on demand However, title of the natural gas inventory remains with 
Duke Energy Ohio and Duke Energy Kentucky. The new gas storage agreements will expire on October 31, 201 1 

guidance. The economic effects of regulation can result in a regulated company recording assets for costs that have been or are expected to 
be approved for recovery from customers in a future period or recording liabilities for amounts that are expected to be returned to customers 
in the rate-setting process in a period differenbfrom the period in which the amounts would be recorded by an unregutated enterprise 
Accordingly, Cinergy records assets and liabilities that result from the regulated ratemaking process that would not be recorded under GAAP 
for non-regulated entities Regulatory assets and liabilities are amortized consistent with the treatment of the related costs in the ratemaking 
process. Management continually assesses whether regulatory assets are probable of future recovery by considering factors such as 
applicable regulatory changes, recent rate orders applicable to other regulated entities and the status of any pending or potential 
deregulation legislation Additionally, management continually assesses whether any regulatory liabilities have been incurred Based on this 
continual assessmen!, management believes the existing regulatory assets are probable of recovery and that no regulatory liabilities, other 
than those recorded, have been incurred These regulatory assets and liabilities are primarily classified in the Consolidated Balance Sheets 
as Regulatory Assets and Deferred Debits, and Deferred Credits and Other Liabilities Cinergy periodically evaluates the applicability of 
regulatory accounting treatment, and considers factors such as regulatory changes and the impact of competition If cost-based regulation 
ends or competition increases, Cinergy may have to reduce its asset balances to reflect a market basis less than cost and write off the 
associated regulatory assets and liabilities For further information see Note 3 

In order to apply regulatory accounting treatment and record regulatory assets and liabilities, certain criteria must be met Management 
makes significant judgments in determining whether the criteria are met for its operations, including determining whether revenue rates for 
services provided to customers are subject to approval by an independent, third-party regulator, whether the regulated rates are designed to 
recover specific costs of providing the regulated service, and a determination of whether, in view of the demand for the regulated services 
and the level of competition, it is reasonable to assume that rates set at levels that will recover the operations' costs can be charged to and 
collected from customers This final criterion requires consideration of anticipated changes in levels of demand or competition, direct and 
indirect, during the recovery period for any capitalized costs If facts and circumstances change so that a portion of Cinergy's regulated 
operations meet all of the scope criteria set forth in regulatory accounting guidance when such criteria had not been previously met, 
regulatory accounting treatment would be reapplied to all or a separable portion of the operations Such reapplication includes adjusting the 
balance sheet for amounts that meet the definition of a regulatory asset or regulatory liability Refer to the above section titled, "Reapplication 
of Regulatory Accounting Treatment to Portions of Generation in Ohio " 

allowances that exceed the amount originally included in the rates frozen in the Duke Eriergy Ohio transition plan Also, Duke Energy Ohio 
began utilizing a tracking mechanism approved by the PLJCO for the recovery of system reliability capacity costs related to certain specified 
purchases of power 

retail and a portion of its wholesale fuel costs from customers Indiana law limits the amount of fuel costs that Duke Energy Indiana can 
recover to an amount that will not result in earning a return in excess of that allowed by the Indiana Utility Regulatory Commission (IURC) 
The fuel adjustment clause is calculated based on the estimated cost of fuel in the next three-month period, and is trued up after actual costs 
are known Duke Energy Indiana records any under-recovery or over-recovery resulting from the differences between estimated and actual 
costs as a regulatory asset or regulatory liability unlil it is billed or refunded to its customers. al which point it is adjusted through fuel 
expense 

The gas storage agreements noted above expired October 31, 2009 Effective November 1, 2009, Duke Energy Ohio and Duke Energy 

Cost-Based Regulation. Cinergy accounts for certain of its regulated operations in accordance with applicable regulatory accounting 

Energy Purchases and Fuel Costs. A cost tracking recovery mechanism is used to recover costs of retail fuel and emission 

Duke Energy Indiana utilizes a cost tracking recovery mechanism (commonly referred to as a fuel adjustment clause) that recovers 
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Notes to Consolidated Financial Statements 

In addition to the fuel adjustment clause, Duke Energy Indiana utilizes a purchased power tracking mechanism approved by the IURC 
for the recovery of costs related to certain specified purchases of power necessary to meet native load peak demand requirements to the 
extent such costs are not recovered through the existing fuel adjustment clause 

and non-derivative instruments in connection with its commodity price and interest rate risk management activities, including swaps, futures, 
forwards and options All derivative instruments not designated as hedges and not qualifying for the normal purchaselnormal sale (NPNS) 
exception within the accounting guidance for derivatives are recorded on the Consolidated Balance Sheets at their fair value Cinergy may 
designate qualifying derivative instruments as either cash flow hedges or fair value hedges, while others either have not been designated as 
hedges or do not qualify as a hedge (hereinafter referred to as undesignated contracts) 

guidance for derivatives In addition, at inception and at least every three months thereafter, Cinergy formally assesses whether the hedge 
contract is highly effective in offsetting changes in cash flows or fair values of hedged items Cinergy documents hedging activity by 
transaction type (futureslswaps) and risk management strategy (commodity price risWinterest rate risk) 

Accounting for Risk Management, Hedging Activities and Financial Instruments. Cinergy may use a number of different derivative 

For all contracts accounted for as a hedge, Cinergy prepares formal documentation of the hedge in accordance with the accounting 

See Note 8 for additional information and disclosures regarding risk management activities and derivative transactions and balances 
Investments in Debt and Equity Securities. Cinergy classifies its investments as available-for-sale, which are reported at fair value 

on the Consolidated Balance Sheets with unrealized gains and losses included in Accumulated Other Comprehensive Income (AOCI) or a 
regulatory asset or liability, unless it is determined that the carrying value of an investment is other-than-temporarily impaired Other-than- 
temporary impairments related to equity securities and the credit loss portion of debt securities are included in earnings, unless deferred in 
accordance with regulatory accounting treatment Investments in debt and equity securities are classified as either short-term investments or 
long-term investments based on management's intent and ability to sell these securities. taking into consideration illiquidity factors in the 
current markets with respect to certain short-term investments that have historically provided for a high degree of liquidity 

See Note 7 for further information on the investments in debt and equity securities 
Goodwill. Cinergy performs an annual goodwill impairment test as of August 31 each year and updates the test between annual tests if 

events or circumstances occur that would more likely than not reduce the fair value of a reporting unit below its carrying value Cinergy 
performs the annual review for goodwill impairment at the reporting unit level, which Cinergy has determined to be an operating segment. 

the estimated fair values of reporting units with their aggregate carrying values, including goodwill If the carrying amount of a reporting unit 
exceeds the reporting unit's fair value, step two must be performed to determine the amount, if any, of the goodwill impairment loss If the 
carrying amount is less than fair value, further testing of goodwill impairment is not performed 

Step two of the goodwill impairment test involves comparing the implied fair value of the reporting unit's goodwill against the carrying 
value of the goodwill. Under step two, determining the implied fair value of goodwill requires the valuation of a reporting unit's identifiable 
tangible and intangible assets and liabilities as if the reporting unit had been acquired in a business combination on the testing date The 
difference between the fair value of the entire reporting unit as determined in step one and the net fair value of all identifiable assets and 
liabilities represents the implied fair value of goodwill. The goodwill impairment charge, if any, would be the difference between the carrying 
amount of goodwill and the implied fair value of goodwill upon the completion of step two 

approach, which estimates the fair value of Duke Energy's reporting units based on discounted future cash flows, and the market approach, 
which estimates the fair value of Duke Energy's reporting units based on market comparables within the utility and energy industries. 

ended December 3 1 ,  2009 

or fair value, if impaired For regulated operations, Cinergy capitalizes all construction-related direct labor and material costs. as well as 
indirect construction costs Indirect costs include general engineering, taxes and the cost of funds used during construction (see "Allowance 
for Funds Used During Construction (AFIJDC) and Interest Capitalized" discussed below) The cost of renewals and betterments that extend 
the useful life of property, plant and equipment are also capitalized The cost of repairs, replacements and major maintenance projects. 
which do not extend the useful life or increase the expected output of the asset, is expensed as incurred Depreciation is generally computed 
over the asset's estimated useful life using the composite straight-line method The composite weighted-average depreciation rates were 
4 0% for 2009 and 3 1 % for 2008 Depreciation studies are conducted periodically to update the composite rates and are approved by the 
various state commissions. 

When Cinergy retires its regulated property, plant and equipment it charges the original cost plus the cost of retirement, less salvage 
value, to accumulated depreciation When it sells entire regulated operating units. or retires or sells non-regulated properties, the cost is 
removed from the property account and the related accumulated depreciation and amortization accounts are reduced Any gain or loss is 
recorded in earnings, unless otherwise required by the applicable regulatory body 

The annual test of the potential impairment of goodwill requires a two step process Step one of the impairment test involves comparing 

For purposes of the step one analyses, determination of reporting units' fair value is typically based on a combination of the income 

See Note 10 for further information, including discussion of an approximate $688 million goodwill impairment charge during the year 

Property, Plant and Equipment. Property, plant and equipment are stated at the lower of historical cost less accumulated depreciation 

See Note 13 for further information on the components and estimated useful lives of Cinergy's property, plant and equipment balance 
Asset Retirement Obligations. Cinergy recognizes asset retirement obligations for legal obligations associated with the retirement of 

long-lived assets that result from the acquisition. construction, development andlor inormal use of the asset. and for conditional asset 
retirement obligations The term conditional asset retirement obligation refers to a legal obligation to perform an asset retirement activity in 
which the timing and (or) method of settlement are conditional on a future event that may or may not be within the control of the entity The 
obligation to perform the asset retirement activity is unconditional even though uncertainty exists about the timing and (or) method of 
settlement Thus, the timing and (or) method of settlement may be conditional on a future event When recording as asset retirement 
obligation, the present value of the projected liability is recognized in the period in which it is incurred, i f  a reasonable estimate of fair value 
can be made The present value of the liability is added to the carrying amount of the associated asset This additional carrying amount is 
then depreciated over the estimated useful life of the asset See Note 6 for further information regarding Cinergy's asset retirement 
obligations 

Long-Lived Asset Impairments. Cinergy evaluates whether long-lived assets excluding goodwill have been impaired when 
circumstances indicate the carrying value of those assets may not be recoverable For such long-lived assets. an impairment exists when its 
carrying value exceeds the sum of estimates of the undiscounted cash flows expected to result from the use and eventual disposition of the 
asset When alternative courses of action to recover the carrying amount of a long-lived asset are under consideration, a probability-weighted 
approach is used for developing estimates of future undiscouiited cash flows If the carrying value of the long-lived asset is not recoverable 
based on these estimated future undiscounted cash flows, the impairment loss is measured as the excess of the carrying value of the asset 
over its fair value. such that the asset's carrying value is adjusted to its estimated fair value 

Sources to determine fair value include, but are not limited to recent third party comparable sales, internally developed discounted cash flow 
analysis and analysis from outside advisors Significant changes in market conditions resulting from events such as among others, changes 

Management assesses the fair value of long-lived assets using commonly accepted techniques. and may use more than one source 
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in commodity prices or the condition of an asset, or a change in management's intent to utilize the asset are generally viewed by 
management as triggering events to re-assess the cash flows related to the long-lived assets 

2009 

long-term debt are amortized over the terms of the debt issues Any call premiums or unamortized expenses associated with refinancing 
higher-cost debt obligations to finance regulated assets and operations are amortized consistent with regulatory treatment of those items, 
where appropriate. The amortization expense is recorded as a component of Interest Expense in the Consolidated Statements of Operations 
and is reflected as Depreciation and amortization within Net cash provided by operating activities on the Consolidated Statements of Cash 
Flows 

Loss Contingencies and Environmental Liabilities. Cinergy is involved in certain legal and environmental matters that arise in the 
normal course of business Contingent losses are recorded when it is determined that it is probable that a loss has occurred and the amount 
of the loss can be reasonably estimated When a range of the probable loss exists and no amount within the range is a better estimate than 
any other amount, Cinergy records a loss contingency at the minimum amount in the range Unless otherwise required by GAAP. legal fees 
are expensed as incurred 

Environmental liabilities are recorded on an undiscounted basis when the necessity for environmental remediation becomes probable 
and the costs can be reasonably estimated, or when other potential environmental liabilities are reasonably estimable and probable Cinergy 
expenses environmental expenditures related to conditions caused by past operations that do not generate current or future revenues 
Certain environmental expenses receive regulatory accounting treatment, under which the expenses are recorded as regulatory assets 
Environmental expenditures related to operations that generate current or future revenues are expensed or capitalized, as appropriate 

See Note 16 for further information. 
Pension and Other Post-Retirement Benefit Plans. Cinergy maintains qualified, non-qualified and other post-retirement benefit 

Severance and Special Termination Benefits. Cinergy records severance charges under Duke Energy's ongoing severance plan 

See Note 10 for further information related to a long-lived asset impairment charge recorded during the year ended December 31, 

Unamortized Debt Premium, Discount and Expense. Premiums, discounts and expenses incurred with the issuance of outstanding 

plans See Note 18 for information related to Cinergy's benefit plans, including certain accounting policies associated with these plans 

Duke Energy has an ongoing severance plan under which, in general, the longer a terminated employee worked prior to termination the 
greater the amount of severance benefits Cinergy records a liability for involuntary severance once an involuntary severance plan is 
committed to by managementl or sooner if involuntary severances are probable and the related severance benefits can be reasonably 
estimated For involuntary severance benefits that are incremental to Duke Energy's ongoing severance plan benefits, Cinergy measures the 
obligation and records the expense at its fair value at the communication date if there are no future service requirements, or, if future service 
is required to receive the termination benefit, ratably over the service period From time to time, Duke Energy offers special termination 
benefits under voluntary severance programs Special termination benefits are measured upon employee acceptance and recorded 
immediately absent a significant retention period If a significant retention period exists, the cost of the special termination benefits are 
recorded ratably over the remaining service periods of the affected employees Employee acceptance of voluntary severance benefits is 
determined by management based on the facts and circumstances of the special termination benefits being offered 

Guarantees. Upon issuance or modification of a guarantee, Cinergy recognizes a liability at the time of issuance or material 
modification for the estimated fair value of the obligation it assumes under that guarantee, if any Fair value is estimated using a probability- 
weighted approach Cinergy reduces the obligation over the term of the guarantee or related contract in a systematic and rational method as 
risk is reduced under the obligation Any additional contingent loss for guarantee contracts subsequent to the initial recognition of a liability in 
accordance with applicable accounting guidance is accounted for and recognized at the time a loss is probable and the amount of the loss 
can be reasonably estimated 

Cinergy has entered into various indemnification agreements related to purchase and sale agreements and other types of contractual 
agreements with vendors and other third parties These agreements typically cover environmental, tax. litigation and other matters, as well as 
breaches of representations, warranties and covenants Typically, claims may be made by third parties for various periods of time, depending 
on the nature of the claim Cinergy's potential exposure under these indemnification agreements can range from a specified to an unlimited 
dollar amount, depending on the nature of the claim and the particular transaction See Note 17 for further information 

provided or the product is delivered Operating revenues include unbilled electric and gas revenues earned when service has been delivered 
but not billed by the end of the accounting period Unbilled retail revenues are estimated by applying an average revenue per kilowatt-hour 
(kWh) or per thousand cubic feet (Mcf) for all customer classes to the number of estimated kWh or Mcfs delivered but not billed Unbilled 
wholesale energy revenues are calculated by applying the contractual rate per megawatt-hour (MWh) to the number of estimated MWh 
delivered but not yet billed Unbilled wholesale demand revenues are calculated by applying the contractual rate per megawatt (MW) to the 
MW volume delivered but not yet billed The amount of unbilled revenues can vary significantly from period to period as a result of numerous 
factors, including seasonality, weather, customer usage patterns and customer mix Unbilled revenues, which are recorded as Receivables 
on the Consolidated Balance Sheets and exclude receivables sold to Cinergy Receivables Company, LLC (Cinergy Receivables). were 
approximately $90 million and $57 million at December 31, 2009 and 2008, respectively Additionally. Duke Energy Ohio, Duke Energy 
Kentucky and Duke Energy Indiana sell, on a revolving basis, nearly all of their retail accounts receivable and a portion of their wholesale 
accounts receivable and related collections to Cinergy Receivables, a bankruptcy remote, special purpose entity that is a wholly-owned 
limited liability company of Cinergy The securitization transaction was structured to meet the criteria for sale accounting treatment under the 
accounting guidance for transfers and servicing of financial assets and, accordingly, the transfers of receivables are accounted for as sales 
Receivables for unbilled retail and wholesale revenues of approximately $238 million and $266 million at December 31 2009 and 2008, 
respectively, were included in the sales of accounts receivable to Cinergy Receivables See Note 15 for additional information regarding 
Cinergy Receivables 

Allowance for Funds l lsed During Construction and Interest Capitalized. In accordance with applicable regulatory accounting 
guidance, Cinergy records AFUDC. which represents the estimated debt and equity costs of capital funds necessary to finance the 
construction of new regulated facilities Both the debt and equity components of AFUDC are noncash amounts within the Consolidated 
Statements of Operations AFUDC is capitalized as a component of the cost of Property. Plant and Equipment with an offsetting credit to 
Other Income and Expenses, net on the Consolidated Statements of Operations for the equity component and as an offset to Interest 
Expense on the Consolidated Statements of Operations for the debt component After construction is completed Cinergy is permitted to 
recover these costs through inclusion in the rate base and the corresponding depreciation expense 

AFUDC equity is recorded in the Consolidated Statements of Operations on an after-tax basis and is a permanent difference item for 
income tax purposes (i e , a permanent difference between financial statement and income tax reporting), thus reducing Cinergy's income 
tax expense and effective tax rate during the construction phase in which AFUDC equity is being recorded The effective tax rate is 
subsequently increased in future periods when the completed property, plant and equipment is placed in service and depreciation of the 
AFUDC equity commences 

Revenue Recognition and Unbilled Revenue. Revenues on sales of electricity and gas are recognized when either the service is 
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For the majority of Cinergy's non-regulated operations, interest is capitalized during the construction phase in accordance with the 

Accounting For Purchases and Sales of Emission Allowances. Emission allowances are issued by the Environmental Protection 
applicable accounting guidance 

Agency (EPA) at zero cost and permit the holder of the allowance to emit certain gaseous by-products of fossil fuel combustion, including 
sulfur dioxide (SOz) and nitrogen oxide (NOx) Allowances may also be bought and sold via third party transactions or consumed as the 
emissions are generated Allowances allocated to or acquired by Cinergy are held primarily for consumption Cinergy records emission 
allowances as Intangibles, net on its Consolidated Balance Sheets at cost and recognizes the allowances in earnings as they are consumed 
or sold Gains or losses on sales of emission allowances by regulated businesses that do not provide for direct recovery through a cost 
tracking mechanism and non-regulated businesses are presented on a net basis in Gains (Losses) on Sales of Other Assets and Other, net, 
in the accompanying Consolidated Statements of Operations. For regulated businesses that provide for direct recovery of emission 
allowances, any gain or loss on sales of recoverable emission allowances are included in the rate structure of the regulated entity and are 
deferred as a regulatory asset or liability Future rates charged to retail customers are impacted by any gain or loss on sales of recoverable 
emission allowances and, therefore, as the recovery of the gain or loss is recognized in operating revenues, the regulatory asset or liability 
related to the emission allowance activity is recognized as a component of Fuel Used in Electric Generation and Purchased Power in the 
Consolidated Statements of Operations. Purchases and sales of emission allowances are presented gross as investing activities on the 
Consolidated Statements of Cash Flows See Note 10 for discussion regarding the impairment of the carrying value of certain emission 
allowances in 2008 

tax expenses and benefits to the subsidiaries whose investments or results of operations provide these tax expenses or benefits The 
accounting for income taxes essentially represents the income taxes that Cinergy would incur if Cinergy were a separate company filing its 
own federal tax return as a C-Corporation Deferred income taxes have been provided for temporary differences between the GAAP and tax 
carrying amounts of assets and liabilities These differences create taxable or tax-deductible amounts for future periods Investment tax 
credits (ITC) associated with regulated operations are deferred and are amortized as a reduction of income tax expense over the estimated 
useful lives of the related properties 

Cinergy records tax benefits for uncertain positions taken or expected to be taken on tax returns, including the decision to exclude 
certain income or transactions from a return, when a more-likely-than-not threshold is met for a tax position and management believes that 
the position will be sustained upon examination by the taxing authorities. Management evaluates each position based solely on the technical 
merits and facts and circumstances of the position, assuming the position will be examined by a taxing authority having full knowledge of all 
relevant information Cinergy records the largest amount of the uncertain tax benefit that is greater than 50% likely of being realized upon 
settlement or effective settlement Management considers a tax position effectively settled for the purpose of recognizing previously 
unrecognized tax benefits when the following conditions exist. (i) the taxing authority has completed its examination procedures, including all 
appeals and administrative reviews that the taxing authority is required and expected to perform for the tax positions, (ii) Cinergy does not 
intend to appeal or litigate any aspect of the tax position included in the completed examination, and (iii) it is remote that the taxing authority 
would examine or reexamine any aspect of the tax position. See Note 5 for further information 

Expenses, net, in the Consolidated Statements of Operations 

Recovery and Reinvestment Act of 2009 (the Stimulus Bill) was signed into law, which provides tax incentives in the form of ITC or cash 
grants for renewable energy facilities and renewable generation property either placed in service through specified dates or for which 
construction has begun prior to specified dates Under the Stimulus Bill, Cinergy may elect an ITC, which is determined based on a 
percentage of the tax basis of the qualified property placed in service, for property placed in service afler 2008 and before 20 14 (2013 for 
wind facilities) or a cash grant, which allows entities to elect to receive a cash grant in lieu of the ITC for certain property either placed in 
service in 2009 or 2010 or for which construction begins in 2009 and 2010 When Cinergy elects either the ITC or cash grant on its wnd 
facilities that meet the stipulations of the Stimulus Bill, Cinergy reduces the basis of the property recorded on the Consolidated Balance 
Sheets by the amount of the ITC or cash grant and, therefore, the ITC or grant benefit is recognized ratably over the life of the associated 
asset Additionally, certain tax credits and government grants received under the Stimulus Bill provide for an incremental initial tax 
depreciable base in excess of the carrying value for GAAP purposes, creating an initial deferred tax asset equal to the tax effect of one half 
of the ITC or government grant Cinergy records the deferred tax benefit as a reduction to income tax expense in the period that the basis 
difference is created 

New Accounting Standards. The following new accounting standards were adopted by Cinergy during the year ended December 31, 
2009 and the impact of such adoption, if applicable, has been presented in the accompanying Consolidated Financial Statements 

f inanoal Accounting Standards Board's (FASB) Accounting Standards Codlficafion (ASC) f05-Generally Accepted AccounfJng 
Principbs (ASC 105) In June 2009, the FASB amended ASC 105 for the ASC, which identifies the sources of accounting principles and the 
framework for selecting the principles used in the preparation of financial statements of nongovernmental entities that are presented in 
conformity with GAAP Rules and interpretive releases of the Securities and Exchange Commission (SEC) under authority of federal 
securities laws are also sources of authoritative GAAP On the effective date of the changes to ASC 105. which was for financial statements 
issued for interim and annual periods ending afler September 15, 2009, the ASC supersedes all then-existing non-SEC accounting and 
reporting standards Under the ASC. all of its content carries the same level of authority and the GAAP hierarchy includes only two levels of 
GAAP. authoritative and non-authoritative While the adoption of the ASC did not have an impact on the accounting followed in Cinergy's 
consolidated financial statements, the ASC impacted the references to authoritative and non-authoritative accounting literature contained 
within the Notes 

ASC 805-Business Combinations (ASC 805) In December 2007, the FASB issued revised guidance related to the accounting for 
business combinations This revised guidance retained the fundamental requirement that the acquisition method of accounting be used for all 
business combinations and that an acquirer be identified for each business combination This statement also established principles and 
requirements for how an acquirer recognizes and measures in its financial statements the identifiable assets acquired the liabilities 
assumed, any noncontrolling (minority) interests in an acquiree. and any goodwill acquired in a business Combination or gain recognized 
from a bargain purchase For Cinergy, this revised guidance is applied prospectively to business combinations for which the acquisition date 
occurred on or after January 1, 2009 The impact to Cinergy of applying this revised guidance for periods subsequent to implementation will 
be dependent upon the nature of any transactions within the scope of ASC 805 The revised guidance of ASC 805 changed the accounting 
for income taxes related to prior business combinations, such as Cinergy's merger with Duke Energy Effective January 1, 2009, the 
resolution of any tax contingencies relating to Cinergy that existed as of the date of the merger are required to be reflected in the 
Consolidated Statements of Operations instead of being reflected as an adjustment to the purchase price via an adjustment to goodwill 

standards for the noncoiitrolling (minority) interest in a subsidiary and for the deconsolidation of a subsidiary and to clarify that a 

Income Taxes. Cinergy entered into a tax sharing agreement with Duke Energy, where the separate return method is used to allocate 

Cinergy records, as it relates to taxes, interest expense as Interest Expense and interest income and penalties in Other Income and 

Accounting for Renewable Energy Tax Credits and Grants Under the American Recovery Act of 2009. In 2009, The American 

ASC 870-Consol~dafioi~s (ASC 810) In December 2007, the FASB amended ASC 810 to establish accounting and reporting 
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noncontrolling interest in a subsidiary is an ownership interest in a consolidated entity that should be reported as equity in the consolidated 
financial statements This amendment also changed the way the consolidated income statement is presented by requiring consolidated net 
income l o  be reported at amounts that include the amounts attributable to both the parent and the noncontrolling interest In addition, this 
amendment established a single method of accounting for changes in a parent's ownership interest in a subsidiary that do not result in 
deconsolidation For Cinergy, this amendment was effective as of January 1. 2009, and has been applied prospectively, except for certain 
presentation and disclosure requirements that were applied retrospectively. The adoption of these provisions of ASC 81 0 impacted the 
presentation of noncontrolling interests in Cinergy's Consolidated Financial Statements, as well as the calculation of Cinergy's effective tax 
rate 

derivative instruments and hedging activities required under ASC 815 The amendments to ASC 8 15 requires qualitative disclosures about 
objectives and strategies for using derivatives. volumetric data, quantitative disclosures about fair value amounts of and gains and losses on 
derivative instruments. and disclosures about credit-risk-related contingent features in derivative agreements Cinergy adopted these 
disclosure requirements as of January 1, 2009. The adoption of the amendments to ASC 815 did not have any impact on Cinergy's 
consolidated results of operations, cash flows or financial position See Note 9 for the disclosures required under ASC 815 

ASC 715-Compensation-.Retirement Benefits (ASC 715) In December 2008, the FASB amended ASC 715 to require more detailed 
disclosures about employers' plan assets. concentrations of risk within plan assets, and valuation techniques used to measure the fair value 
of plan assets Additionally, companies will be required to disclose their pension assets in a fashion consistent with ASC 82O--Fair Value 
Measurements and Disclosures (i e , Level 1 ,  2, and 3 of the fair value hierarchy) along with a roll-forward of the Level 3 values each year 
For Cinergy, these amendments to ASC 715 were effective for Cinergy's Year-End Financial Report for the year ended December 31, 2009. 
The adoption of these new disclosure requirements did not have any impact on Cinergy's results of operations, cash flows or financial 
position See Note 18 for the disclosures required under ASC 715 

adoption, if applicable, has been presented in the accompanying Consolidated Financial Statements: 

ASC 815-Derivatives and Hedging (ASC 815) In March 2008, the FASB amended and expanded the disclosure requirements for 

The following new accounting standards were adopted by Cinergy during the year ended December 3 1,2008 and the impact of such 

ASC 820 - Fair Value Measurements and Disclosures (ASC 820) Refer to Note 9 for required fair value disclosure. 
ASC 825 - Financial lnstrumenfs (ASC 825) ASC 825 permits, but does not require, entities to elect to measure many financial 

instruments and certain other items at fair value See Note 9 
ASC 860 - Transfers and Servicing (ASC 860) and ASC 8 10 In December 2008, the FASB amended the disclosure requirements 

related transfers and servicing of financial assets and variable interest entities (VIES) to require public entities to provide additional 
disclosures about transfers of financial assets and to require public enterprises to provide additional disclosures about their involvement with 
VIES Additionally, certain disclosures were required to be provided by a public enterprise that is (a) a sponsor that has a variable interest in 
a VIE and (b) an enterprise that holds a significant variable interest in a qualifying special-purpose entity (QSPE) but was not the transferor 
(nontransferor enterprise) of financial assets to the QSPE The new disclosure requirements are intended to provide greater transparency to 
financial statement users about a transferor's continuing involvement with transferred financial assets and an enterprise's involvement with 
VIES The new disclosure requirements were effective for Cinergy beginning December 31, 2008. The additional requirements of ASC 810 
did not have any impact on Cinergy's consolidated results of operations, cash flows or financial position See Note 15 for additional 
information 

The following new accounting standards have been issued, but have not yet been adopted by Cinergy as of December 31,2009: 
ASC 860 - Transfers and Servicing In June 2009, the FASB issued revised accounting guidance for transfers and servicing of financial 

assets and extinguishment of liabilities, to require additional information about transfers of financial assets, including securitization 
transactions, as well as additional information about an enterprise's continuing exposure to the risks related to transferred financial assets 
This revised accounting guidance eliminates the concept of a qualifying special-purpose entity (QSPE) and requires those entities which 
were not subject to consolidation under previous accounting rules to now be assessed for consolidation In addition, this accounting guidance 
clarifies and amends the derecognition criteria for transfers of financial assets (including transfers of portions of financial assets) and requires 
additional disclosures about a transferor's continuing involvement in transferred financial assets For Cinergy, this revised accounting 
guidance is effective prospectively for transfers of financial assets occurring on or after January 1, 2010, and early adoption of this statement 
is prohibited Since 2002. Duke Energy Ohio, Duke Energy Indiana, and Duke Energy Kentucky have sold, on a revolving basis, nearly all of 
their accounts receivable and related collections through Cinergy Receivables, a bankruptcy-remote QSPE. The securitization transaction 
was structured to meet the criteria for sale accounting treatment, and accordingly, Cinergy has not consolidated Cinergy Receivables, and 
the transfers have been accounted for as sales The adoption of this revised accounting guidance will not have a significant impact on the 
accounting treatment andlor financial statement presentation of Cinergy's accounts receivable securitization programs See Note 15 for 
addilional information 

for QSPEs, and clarified, but did not significantly change, the criteria for determining whether an entity meets the definition of a variable 
interest entity (VIE) This revised accounting guidance also requires an enterprise to qualitatively assess the determination of the primary 
beneficiary of a VIE based on whether that enterprise has both the power to direct matters that most significantly impact the activities of a 
VIE and the obligation to absorb losses or the right to receive benefits of a VIE that could potentially be significant to a VIE In addition, this 
revised accounting guidance modifies existlng accounting guidance to require an ongoing evaluation of a VIE'S primary beneficiary and 
amends the types of events that trigger a reassessment of whether an entity is a VIE Furthermore, this revised accounting guidance requires 
enterprises to provide additional disclosures about their involvement with VIES and any significant changes in their risk exposure due to that 
involvement For Cinergy this accounting guidance is effective beginning on January 1, 2010, and is applicable to all entities in which 
Cinergy is involved with including entities previously subject to existing accounting guidance for VIES, as well as any QSPEs that exist as of 
the effective date Early adoption of this revised accounting guidance is prohibited Cinergy is currently evaluating the potential impact of the 
adoption of this revised accounting guidance on its other interests in VIES and is unable to estimate at this time the impact of adoption on its 
consolidated results of operations. cash flows or financial position 

ASC 810 - In June 2009, the FASB amended existing consolidation accounting guidance to eliminate the exemption from consolidation 

2. Acquisitions and Dispositions of Businesses and Sales of Other Assets 

Acquisitions. Cinergy consolidates assets and liabilities from acquisitions as of the purchase date, and Includes earnings from 
acquisitions in consolidated earnings after the purchase date 

In June 2009, Cinergy acquired North Allegheny Wind. LLC (North Allegheny) in Western Pennsylvania for cash consideration of 
approximately 5 124 million The fair value of the net assets acquired were determined primarily using a discounted cash flow model as the 
output of North Allegheny is contracted for 23 '/I years under a fixed price purchased power agreement Substantially all of the fair value of 
the acquired net assets has been attributed to property plant and equipment There was no goodwill associated with this transaction North 
Allegheny owns 70 MW of power generating assets that began commercially generating electricity in the third quarter of 2009 
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In September 2008, Cinergy acquired Catamount Energy Corporation (Catamount), a leading wind power company located in Rutland, 
Vermont This acquisition included over 300 MW of power generating assets, including 283 net MW in the Sweetwater wind power facility in 
West Texas, 20 net MW of biomass-fueled cogeneration in New England and also included approximately 1,750 MW of wind assets with the 
potential for development in the U S and United Kingdom This transaction resulted in a purchase price of approximately $245 million in cash 
consideration plus the assumption of approximately $80 million of debt The purchase accounting entries consisted of approximately $190 
million of equity method investments, approximately $1 17 million of intangible assets related to wind development rights, approximately $70 
million of goodwill, none of which is deductible for tax purposes, and approximately $80 million of debt. See "dispositions" below for a 
discussion of the subsequent sale of two projects acquired as part of the Catamount transaction 

occurred as of the beginning of the periods presented do not materially differ from reported results 

acquisition No gain or loss was recognized on these transactions As these projects did not meet the definition of a disposal group as 
defined within the applicable accounting guidance, these projects were not reflected as held for sale on the Consolidated Balance Sheets 
prior to the completion of the sale 

Other Asset Sales. For the years ended December 31, 2009 and 2008, the sale of other assets resulted in proceeds of approximately 
$38 million and $82 million, respectively, and net pre-tax gains of approximately $8 million and $62 million, respectively, which are recorded 
in Gains on Sales of Other Assets and Other, net in the Consolidated Statements of Operations. These gains primarily relate to sales of 
emission allowances 

The pro forma results of operations for Cinergy as if those acquisitions discussed above which closed prior to December 31, 2009 

Dispositions. In the first quarter of 2009, Cinergy completed the sale of two United Kingdom wind projects acquired in the Catamount 

3. Regulatory Matters 

records assets and liabilities that result from the regulated ratemaking process that would not be recorded under GAAP for non-regulated 
entities See Note 1 for further information 

Regulatory Assets and Liabilities. Cinergy's regulated operations apply regulatory accounting treatment Accordingly, Cinergy 

Cinergy's Regulatory Assets and Liabilities: 

RecoverylRefund 
Period Ends As of December 31, 

2009 2008 
(in millions) 

Reaulatow Assets'"' 
Net regulatory asset related to income taxes 
Gasification services agreement buyout costs'c' 
Accrued pension and post-retirement'c' 
Regulatory Transition Charges (RTC)'"' 
Capital-related distribution costs"' 
Deferred debt expense"' 
Deferred rider revenueuJ 
Vacation accrual('' 
Post-in-service carrying costs and deferred operating expense(c)lm) 
Under-recovery of fuel costsh' 
Deferred Midwest I S 0  costsu' 
Hedge costs and other deferrals'g''ql 
Storm cost deferrals'c' 
Forward contracts to purchase emission allowances'g' 
OtherIg' 

Total Regulatory Assets 

Requlatow Liab///l/es'"' 
Removal costsl''ld' 
Accrued pension and post-retirement"' 
Over-recovery of fuel costs@' 
Deferred emission allowance revenue1p' 
Hedge costs and other deferrals"' 
Demand-side management costs") 
Gas Purchase Costs"" 
Commodity contract termination settlement'") 
O t her'"' 

Total Regulatory Liabilities 

$ 86 
145 
550 
73 

8 
33 

8 
21 
95 
89 
13 
81 
38 
2 

76 

$ 169 
175 
499 
138 

15 
32 
21 
26 

101 
15 
15 

107 
36 
33 
40 

$ 1,318 $ 1,422 

$7 729 
91 
45 

3 
17 
16 
29 

19 
30 

$ 68 1 

46 
15 
19 
16 
14 

12 

__ 

__ 

$ 979 .T7 803 

(b) 

2018 
IO  

201 1 
(h) 

IW 
lk) 

2010 
lb) 

2010 
10' 

201 1 

201 1 

IO 

IO 

(a) 
(b) 
(c) 
(d) Included in rate base 
(e) 
(f) 
(g) 

All regulatory assets and liabilities are excluded from rate base unless othemse noted 
Recoverylrefund is over the life of the associated asset or liability 
Included in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets 

Liability is extinguished over the lives of the associated assets 
RecoverylRefund period varies for these items w th  some currently unknown 
Included in Other Current Assets and Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets 
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Recovered via revenue rider 
Included in Deferred Debt Expense on the Consolidated Balance Sheets 
Included in Receivables on the Consolidated Balance Sheets 
Recovered via Clean Coal Tracker 
Included in Other Current Assets on the Consolidated Balance Sheets 
Approximately $77 million and $68 million of the December 31 2009 and 2008 balance, respectively is included in rate base 
Included in Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 
Midwest Independent Transmission System Operator lnc (Midwest ISO) cost recovery mechanism 
Included in Accounts Payable on the Consolidated Balance Sheets 
Approximately $75 million and $95 million of the balance at December 31 2009 and 2008 respectively, relates to mark-to-market 
deferrals associated wth open hedge positions at Duke Energy Ohio 
Included in Other Current Liabilities and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 
Included in Accounts Payable and Other Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 

Restrictions on the Ability of Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana to Make Dividends, 
Advances and Loans to Duke Energy Corporation. As a condition of the Duke Energy and Cinergy merger approval the, state utility 
commissions imposed conditions (the Merger Conditions) on the ability of Duke Energy Ohio, Duke Energy Kentucky and Duke Energy 
Indiana to transfer funds to Duke Energy through loans or advances, as well as restricted amounts available to pay dividends to Duke 
Energy Pursuant to the Merger Conditions, Duke Energy Ohio will not declare and pay dividends out of capital or unearned surplus without 
the prior authorization of the PUCO In September 2009, the PUCO approved Duke Energy Ohio's request to pay dividends out of paid-in- 
capital up to the amount of the pre-merger retained earnings and to maintain a minimum of 30% equity in its capital structure Duke Energy 
Kentucky is required to pay dividends solely out of retained earnings and to maintain a minimum of 35% equity in its capital structure Duke 
Energy Indiana shall limit cumulative distributions paid subsequent to the Duke Energy-Cinergy merger to (i) the amount of retained earnings 
on the day prior to the closing of the merger plus (ii) any future earnings recorded by Duke Energy Indiana subsequent to the merger. In 
addition, Duke Energy Indiana will not declare and pay dividends out of capital or unearned surplus without prior authorization of the IURC. 

At December 31, 2009, Duke Energy Ohio (including Duke Energy Kentucky) and Duke Energy Indiana had restricted net assets of 
approximately $5 7 billion and $ 1  billion, respectively, that may not be transferred to Duke Energy without appropriate approval based on the 
aforementioned Merger Conditions 

Rate Related Information. The IURC and KPSC approve rates for retail electric and gas services within their states The PUCO 
approves rates and market prices for retail gas and electric service within the state of Ohio, except that non-regulated sellers of gas and 
electric generation also are allowed to operate in Ohio The FERC approves rates for electric sales to wholesale customers served under 
cost-based rates. 

Duke Energy Ohio Nectric Rate Filings New legislation (SB 221) codifies the PUCO's authority to approve an electric utility's 
standard generation service offer through an ESP, which would allow for pricing structures similar to those under the historic RSP Electric 
utilities are required to file an ESP and may also file an application for a MRO at the same time The MRO is a price determined through a 
competitive bidding process SB 22 1 provides for the PUCO to approve non-bypassable charges for new generation, including construction 
work-in-process from the outset of construction, as part of an ESP The new law grants the PUCO discretion to approve single issue rate 
adjustments to distribution and transmission rates and establishes new alternative energy resources (including renewable energy) portfolio 
standards, such that a utility's portfolio must consist of at least 25% of these resources by 2025 SB 221 also provides a separate 
requirement for energy efficiency. which must reduce a utility's load by 22% before 2025 A utility's earnings under the ESP are subject to an 
annual earnings test and the PUCO must order a refund if it finds that the utility's earnings significantly exceed the earnings of benchmark 
companies with similar business and financial risks The earnings test acts as a cap to the ESP price SB 221 also limits the ability of a utility 
to transfer its designated generating assets to an exempt wholesale generator (EWG) absent PUCO approval On July 31, 2008. Duke 
Energy Ohio filed an ESP to be effective January 1, 2009 

filing The PUCO agreed to Duke Energy Ohio's request for a net increase in base generation revenues, before impacts of customer 
switching. of $36 million, $74 million and $98 million in 2009, 2010 and 201 1, respectively. including the termination of the residential and 
non-residential Regulatory Transition Charge, the recovery of expenditures incurred to deploy the SmartGrid infrastructure and the 
implementation of save-a-watt The Stipulation also allowed Duke Energy Ohio to defer up to $50 million of certain operation and 
maintenance costs incurred at the W C Beckjord generating station for its continued operation and to amortize those costs over the three- 
year ESP period The PUCO modified the Stipulation to permit certain non-residential customers to opt out of utility-sponsored energy 
efficiency initiatives and to allow residential governmental aggregation customers who leave Duke Energy Ohio's system to avoid some 
charges 

As discussed in Note 1, as a result of the approval of the ESP, effective December 17, 2008. Duke Energy Ohio reapplied regulatory 
accounting to certain portions of its operations 

Duke Energy Ohio Gas Rate Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base 
rates for gas service The application also requested approval to continue tracker recovery of costs associated with the accelerated gas main 
replacement program and an acceleration of the riser replacement prograin On February 28. 2008 Duke Energy Ohio reached a settlement 
agreement with the PUCO Staff and all of the intervening parties on its request for an increase in natural gas base rates The settlement 
called for an annual revenue increase of approximately $18 million rn base revenue, or 3% over current revenue, permitted continued 
recovery of costs through 2018 for Duke Energy Ohio's accelerated gas main and riser replacement program and permitted recovery of 
carrying costs on gas stored underground via its monthly gas cost adjustment filing The settlement did not resolve a proposed rate design 
for residential customers, which involved moving more of the fixed charges of providing gas service, such as capital investment in pipes and 
regulating equipment, billing and ineter reading, from the per unit charges to the monthly charge On May 28. 2008, the PUCO approved the 
settlement in its entirety and Duke Energy Ohio's proposed modified straight fixed-variable rate design On January 26, 2010. the Ohio 
Supreme Court affirmed the PUCO's decision 

Duke Energy Ohio Nectric Distribution Rate Case On June 25, 2008 Duke Energy Ohio filed notice with the PlJCO that it would 
seek a rate increase for electric delivery service to be effective in the second quarter of 2009 On December 22. 2008, Duke Energy Ohio 
filed an application requesting deferral of approximately $31 million related to damage to its distribution system from a September 14, 2008 
windstorm, which was granted by the PUCO Accordingly, a $31 million regulatory asset was recorded in 2008 On March 3 1. 2009, Duke 
Energy Ohio and Parties to the case filed a Stipulation and Recommendation which settles all issues in the case The Stipulation provided for 
a revenue increase of $55 million. or approximately a 2 9% overall increase The Parties also agreed that Duke Energy Ohio will recover any 
approved costs associated with the September 14. 2008 wind storm restoration through a separate rider recovery mechanism Duke Energy 
Ohio agreed to file a separate application to set the rider and the PUCO will review the request and determine the appropriate amount of 

On December 17, 2008, the PUCO issued its finding and order adopting a modified Stipulation with respect to Duke Energy Ohio's ESP 
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storm costs that should be recovered The Stipulation includes, among other things, a weatherization and energy efficiency program, and 
recovery of distribution-related bad debt expenses through a rider mechanism The Stipulation was approved in its entirety by the PUCO on 
July 8, 2009 and rates were effective July 13, 2009 On January 26, 2010, the Ohio Supreme Court affirmed the PUCO's decision 

Duke Energy Kentucky Gas Rate Cases In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, 
among other things, recovery of costs associated with an accelerated gas main replacement program The approval authorized a tracking 
mechanism to recover certain costs including depreciation and a rate of return on the program's capital expenditures. The Kentucky Attorney 
General appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism as well as the KPSC's subsequent approval 
of annual rate adjustments under this tracking mechanism In 2005, both Duke Energy Kentucky and the KPSC requested that the court 
dismiss these cases. 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue fhe tracking 
mechanism and for a $14 million annual increase in base rates A portion of the increase was attributable to recovery of the current cost of 
the accelerated gas main replacement program in base rates In June 2005. the Kentucky General Assembly enacted Kentucky Revised 
Statute 278 509 (KRS 278 509), which specifically authorizes the KPSC to approve tracker recovery for utilities' gas main replacement 
programs In December 2005, the KPSC approved an annual rate increase and re-approved the tracking mechanism through 201 1 In 
February 2006, the Kentucky Attorney General appealed the KPSC's order to the Franklin Circuit Court. claiming that the order improperly 
allows Duke Energy Kentucky to increase its rates for gas main replacement costs in between general rate cases, and also claiming that the 
order improperly allows Duke Energy Kentucky to earn a return on investment for the costs recovered under the tracking mechanism which 
permits Duke Energy Kentucky to recover its gas main replacement costs 

the gas main replacement tracking mechanism, which was approved prior to the enactment of KRS 278 509 in 2005 To date, Duke Energy 
Kentucky has collected approximately $9 million in annual rate adjustments under the tracking mechanism Per the KPSC order, Duke 
Energy Kentucky collected these revenues subject to refund pending the final outcome of this litigation Duke Energy Kentucky and the 
KPSC have requested that the Kentucky Court of Appeals grant a rehearing of its decision On February 5, 2009, the Kentucky Court of 
Appeals denied the rehearing requests of both Duke Energy Kentucky and the KPSC Duke Energy Kentucky filed a motion for discretionary 
review to the Kentucky Supreme Court on or about March 6, 2009 The Kentucky Supreme Court has accepted discretionary review of this 
case and merit briefs were filed on October 19, 2009 Duke Energy Kentucky filed its reply brief on January 4, 2010 Oral arguments before 
the Kentucky Supreme Court will proceed on May 14. 2010 

Energy Kentucky also proposed to implement a modified straight fixed-variable rate design for residential customers, which involves moving 
more of the fixed charges of providing gas service, such as capital investment in pipes and regulating equipment. billing and meter reading, 
from the volumetric charges to the fixed monthly charge On November 19, 2009, Duke Energy Kentucky and the Kentucky Attorney General 
jointly filed a Stipulation and Recommendation reflecting their settlement of the gas rate case The Stipulation and Recommendation reflects 
a revenue increase of $13 million, which reflected a10 375% Return on Equity Duke Energy Kentucky agreed to withdraw its request for a 
straight fixed-variable rate design and to forego filing another gas rate case in the eighteen months following approval of the Stipulation and 
Recommendation The KPSC issued an order approving the Stipulation and Recommendation on December 29, 2009 New rates went into 
effect January 4, 20 1 0 

Duke Energy lndiana AFUDC Ruling. Duke Energy Indiana recovers financing and other operating costs associated with certain 
environmental control property through a rate adjustment mechanism In January 2008, the IURC approved the inclusion of an accounting 
adjustment for AFUDC affecting the value of the property The Indiana Office of Utility Consumer Counselor (OUCC) filed a petition asking 
the IURC to rehear and reconsider its decision regarding approval of the amount of AFCJDC included in the value of the property The IURC 
issued an order in the second quarter of 2008 denying the OUCC's request and upholding its original decision The OUCC appealed the 
IURC's Order on Reconsideration to the Indiana Court of Appeals On November 14, 2008, the Indiana Court of Appeals affirmed the IURC 
order approving the accounting adjustment for AFUDC Duke Energy Indiana recorded the favorable impacts of this IURC ruling as a 
component of Other Income and Expenses, net on the Consolidated Statements of Operations, which amounted to approximately $25 million 
during the year ended December 31, 2008 

PUCO, which was approved by the PUCO on December 17. 2008, as discussed above, including allowing for the implementation of a new 
save-a-watt energy efficiency compensation model However, the PUCO determined that certain non-residential customers may opt out of 
Duke Energy Ohio's energy efficiency initiative Applications for rehearing of this issue were denied by the PUCO and no further appeals of 
this issue have been taken The save-a-watt programs and compensation approach in Ohio are approved through December 31, 201 1 

an alternative regulatory plan to increase its energy efficiency efforts in the state Duke Energy Indiana sought approval of a plan that would 
be available to all customer groups and would compensate Duke Energy Indiana for verified reductions in energy usage Under the plan, 
customers would pay for energy efficiency programs through an energy efficiency rider that would be included in their power bill and adjusted 
annually through a proceeding before the IURC The energy efficiency rider proposal was based on the save-a-watt compensation model of 
avoided cost of generation A number of parties have intervened in the proceeding Duke Energy Indiana reached a settlement wth all 
intervenors except one, the Citizens Action Coalition of Indiana, Inc (CAC). and has filed such settlement agreement with the IURC An 
evidentiary hearing with fhe IURC was held on February 27. 2009 and March 2: 2009 On December 9, 2009, the IURC issued an order 
concerning energy efficiency efforts within the state of Indiana wherein it required utilities, including Duke Energy Indiana. to promote a 
certain care set of energy efficiency programs through the use of a third party administrator that contracts directly with the utilities The order 
also required energy usage reduction targets for the utilities, starting with 0 3 %  of sales in 201 0 and increasing to 2% of sales in 2019 On 
February 10, 2010. the IlJRC issued an order approving the settlement with the OCJCC with some modifications The IURC approved Duke 
Energy Indiana's proposed programs and allowed for the save-a-watt model incentives for Core Plus programs The IURC also rejected a 
settlement agreement that allowed large industrial and commercial customers to opt out of utility sponsored energy efficiency, finding that 
initially energy efficiency programs should be available io all customer classes Petitions for Rehearing and Reconsideratron of Ihe IURC 
order approving Duke Energy Indiana's energy efficiency program were submitted by the Industrial Group Kroger Company and Steel 
Dynamics, Inc requesting the IURC to reopen the record for further evidence and reconsider its decision to not allow opt-out of energy 
efficiency programs by industrial and commercial customers The IURC must rule on the petitions by April 24 20 10 These industrial 
customers also filed notices of appeal to the Indiana Coi~rt of Appeals The Industrial Group filed a motion to stay the appeal pending the 
outcome of the petitions for rehearing 

Duke Energy Kentucky Energy Efficiency. On November 15, 2007, Duke Energy Kentucky filed its annual application to continue 
existing energy efficiency programs, consisting of nine residential and two commercial and industrial programs and to true-up its gas and 
electric tracking mechanism for recovery of lost revenues. program costs and shared savings On February 1 1  2008, Duke Energy Kentucky 
filed a motion to amend its energy efficiency programs On December 1. 2008 Duke Energy Kentucky filed an application for a save-a-watt 

In August 2007, the Franklin Circuit Court consolidated all the pending appeals and ruled that the KPSC lacks legal authority to approve 

On July 1, 2009, Duke Energy Kentucky filed its application for an approximate $1 8 million increase in base natural gas rates Duke 

Duke Energy Ohio Energy Efficiency Duke Energy Ohio filed the save-a-watt Energy Efficiency Plan as part of its ESP filed with the 

Duke ,Energy lndiana Energy Efficiency. In October 2007, Duke Energy Indiana filed its petition with the IURC requesting approval of 
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Energy Efficiency Plan The application sought a new energy efficiency recovery mechanism similar to what was proposed in Ohio On 
January 27, 201 0, Duke Energy Kentucky withdrew the application to implement save-a-watt and plans to file a revised portfolio in the future 
On March 24, 201 0, the KPSC approved Duke Energy Kentucky's demand side management programs, extending those programs through 
December 31, 2012. 

January 27, 2009 ice storm, which caused approximately $14 million of damage primarily to its distribution system Duke Energy Indiana has 
requested to defer the retail jurisdictional portion of the incremental storm costs, which would otherwise be charged as operating expense, 
until Duke Energy Indiana's next general rate proceeding The costs at issue have been charged to operating expense pending an IURC 
order in this proceeding. Duke Energy Indiana filed its case-in-chief testimony on August 27. 2009 and an evidentiary hearing was held on 
November 12, 2009. An order is expected by the second quarter of 20 10 

Capital Expansion Projects 

Indiana Gas and Electric Company d/b/a Vectren Energy Delivery of Indiana (Vectren) filed a joint petition with the IURC seeking a 
Certificate of Public Convenience and Necessity (CPCN) for the construction of a 630 MW IGCC power plant at Duke Energy Indiana's 
Edwardsport Generating Station in Knox County, Indiana The facility was initially estimated to cost approximately $2 billion (including 
approximately $120 million of AFUDC). In August 2007, Vectren formally withdrew its participation in the IGCC plant and a hearing was 
conducted on the CPCN petition based on Duke Energy Indiana owning 100% of the project On November 20,2007, the IURC issued an 
order granting Duke Energy Indiana a CPCN for the proposed IGCC project, approved the cost estimate of $1 985 billion and approved the 
timely recovery of costs related to the project On January 25, 2008, Duke Energy Indiana received the final air permit from the Indiana 
Department of Environmental Management The CAC. Sierra Club, Inc , Save the Valley, Inc , and Valley Watch, Inc , all intervenors in the 
CPCN proceeding, have appealed the air permit 

On May 1. 2008, Duke Energy Indiana filed its first semi-annual IGCC Rider and ongoing review proceeding with the IURC as required 
under the CPCN Order issued by the IURC In its filing, Duke Energy Indiana requested approval of a new cost estimate for the IGCC Project 
of $2.35 billion (including approximately $125 million of AFUDC) and for approval of plans to study carbon capture as required by the IURC's 
CPCN Order On January 7, 2009, the IURC approved Duke Energy Indiana's request, including the new cost estimate of $2 35 billion, and 
cost recovery associated with a study on carbon capture Duke Energy Indiana was required to file its plans for studying carbon storage 
related to the project within 60 days of the order On November 3, 2008 and May 1, 2009, Duke Energy Indiana filed its second and third 
semi-annual IGCC riders, respectively, both of which were approved by the IURC in full 

the IURC Duke Energy has experienced design modifications and scope growth above what was anticipated from the preliminary 
engineering design, adding capital costs to the IGCC project Duke Energy Indiana forecasted that the additional capital cost items would use 
the remaining contingency and escalation amounts in the current $2 35 billion cost estimate and add approximately $150 million, or about 
6 4% to the total IGCC Project cost estimate, excluding the impact associated with the need to add more contingency Duke Energy Indiana 
did not request approval of an increased cost estimate in the fourth semi-annual update proceeding, rather, Duke Energy Indiana requested, 
and the IURC approved, a subdocket proceeding in which Duke Energy will present additional evidence regarding an updated estimated cost 
for the IGCC project and in which a more comprehensive review of the IGCC project could occur The evidentiary hearing for the fourth semi- 
annual update proceeding is scheduled for April 6, 2010 In the cost estimate subdocket proceeding, Duke Energy Indiana will be filing a new 
cost estimate for the IGCC project on April 7, 2010, with its case-in-chief testimony, and a hearing is scheduled to begin August 10, 201 0 
Duke Energy Indiana continues to work with its vendors to update and refine the forecasted increased cost to complete the Edwardsport 
IGCC project, and currently anticipates that the total cost increase it submits in the cost estimate subdocket proceeding will be significantly 
higher than the $1 50 million previously identified. 

Duke Energy Indiana filed a petition with the IURC requesting approval of its plans for studying carbon storage, sequestration and/or 
enhanced oil recovery for the carbon dioxide (CO2 ) from the Edwardsport IGCC facility on March 6, 2009 On July 7, 2009, Duke Energy 
Indiana filed its case-in-chief testimony requesting approval for cost recovery of a $121 million site assessment and characterization plan for 
CO2 sequestration options including deep saline sequestration, depleted oil and gas sequestration and enhanced oil recovery for the CO2 
from the Edwardsport IGCC facility The OUCC filed testimony supportive of the continuing study of carbon storage, but recommended that 
Duke Energy Indiana break its plan into phases, recommending approval of only approximately $33 million in expenditures at this time and 
deferral of expenditures rather than cost recovery through a tracking mechanism as proposed by Duke Energy Indiana Intervenor CAC 
recommended against approval of the carbon storage plan stating customers should not be required to pay for research and development 
costs Duke Energy Indiana's rebuttal testimony was filed October 30, 2009. wherein it amended its request to seek deferral of approximately 
$42 million to cover the carbon storage site assessment and characterization activities scheduled to occur through approximately the end of 
201 0, with further required study expenditures subject to future IURC proceedings An evidentiary hearing was held on November 9. 2009. 
and an order is expected in the first half of 2010 

incurred in reliance on the CPCN Order In December 2008. Duke Energy Indiana entered into a $200 million engineering, procurement and 
construction management agreement with Bechtel Power Corporation and construction is underway 

Federal Advanced Clean Coal Tax Credits Duke Energy Indiana has been awarded approximately $134 million of federal advanced 
clean coal tax credits associated with its construction of the Edwardsport IGCC plant In March 2008, two environmental groups. Appalachian 
Voices and the Canary Coalition, filed suit against the Federal government challenging the tax credits awarded to incentivize certain clean 
coal projects Although Duke Energy Indiana was not a party to the case, the allegations center on the tax incentives provided for Duke 
Energy Indiana's Edwardsport IGCC project The initial complaint alleged a failure to comply with the National Environmental Policy Act The 
first amended complaint, filed in August 2008, added an Endangered Species Act claim and also sought declaratory and injunctive relief 
against the U S Department of Energy (DOE) and the U S Department of the Treasury In November 2008. the District Court dismissed the 
case On September 23, 2009, the District Court issued an order granting plaintiffs' motion to amend their complaint and denying, as moot, 
the motion for reconsideration Plaintiffs have filed their second amended complaint The Federal government has moved to dismiss the 
second amended complaint, the motion is pending 

Other Matters 
Duke Energy lndiana SmartGrid and Distributed Renewable Generation Demonstration Project. Duke Energy Indiana filed a 

petition and case-in-chief testimony supporting its request to build an intelligent distribution grid in Indiana The proposal requests approval of 
distribution formula rates or, in the alternative, a SinartGrid Rider to recover the return on and of the capital costs of the build-out and the 
recovery of incremental operating and maintenance expenses and lost revenues The petition also includes a pilot program for the 
installation of sniall solar photovoltaic and wnd generation on customer sites. for approximately $10 million over a three-year period Duke 

Storm Cost Deferrals. On July 22, 2009, Duke Energy Indiana filed a request with the IURC to defer storm costs associated with a 

€dwardsport lntegrated Gasification Combined Cycle (/GCC) Plant. On September 7, 2006, Duke Energy Indiana and Southern 

On November 24, 2009, Duke Energy Indiana filed a petition for its fourth semi-annual IGCC rider and ongoing review proceeding with 

llnder the Edwardsport IGCC CPCN order and statutory provisions, Duke Energy Indiana is entitled to recover the costs reasonably 
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Energy Indiana filed supplemental testimony in January 2009 to reflect the impacts of new favorable tax treatment on the cosVbenefit 
analysis for SmartGrid The intervenors filed testimony generally supporting SmartGrid, but claimed that Duke Energy Indiana's plan was too 
fast and too large, with not enough customer benefits in terms of time differentiated rate options and behind-the-meter energy management 
systems The intervenors also opposed the distribution formula rate and the rider request claiming that costs should be recovered in a base 
rate case, or possibly deferred Duke Energy Indiana filed rebuttal testimony agreeing to slow its deployment, and agreeing to work with the 
parties collaboratively to design time differentiated rate and energy management system pilots On June 4, 2009, Duke Energy Indiana filed 
with the IURC a settlement agreement with the OUCC, the CAC, Nucor Corporation, and the Duke Energy Indiana Industrial Group which 
provided for a full deployment of Duke Energy Indiana's SmartGrid initiative at a slower pace, including cost recovery through a tracking 
mechanism The settlement also included increased reporting and monitoring requirements, approval of Duke Energy Indiana's renewable 
distributed generation pilot and the creation of a collaborative design to initiate several time differentiated pricing pilots, an electric vehicle 
pilot and a home area network pilot Additionally, the settlement agreement provided for tracker recovery of the costs associated with the 
SmartGrid initiative, subject to cost recovery caps and a termination date for the tracker The tracker will also include a reduction in costs 
associated with the adoption of a new depreciation study An evidentiary hearing was held on June 29, 2009 On November 4, 2009, the 
IURC issued an order that rejected the settlement agreement as incomplete and not in the public interest The IURC cited the lack of defined 
benefits of the programs and encouraged the parties to continue the collaborative process outlined in the settlement or to consider smaller 
scale pilots or phased-in options The IURC required the parties to present a procedural schedule within 10 days to address the underlying 
relief requested in the cause, and to supplement the record to address issues regarding the American Recovery and Reinvestment Act 
funding recently awarded by the DOE Duke Energy Indiana is considering its next steps, including a review of the implications of this Order 
on the American Recovery and Reinvestment Act SmartGrid Investment Grant award from the DOE. A technical conference was held at the 
IURC on December 1, 2009, wherein a procedural schedule was established for the IURC's continuing review of Duke Energy Indiana's 
SmartGrid proposal. Duke Energy Indiana is currently scheduled to file supplemental testimony in support of a revised SmartGrid proposal by 
April 1, 201 0, with an evidentiary hearing scheduled for May 5, 201 0 

Duke Energy Ohio SmarfGrid. Duke Energy Ohio filed an application on June 30, 2009, to establish rates for return of its SmartGrid 
net costs incurred for gas and electric distribution service through the end of 2008 The rider for recovering electric SmartGrid costs was 
approved by the PUCO in its order approving the ESP, as discussed above Duke Energy Ohio proposed its gas SmartGrid rider as part of 
its most recent gas distribution rate case The PUCO Staff has completed its audit and filed its comments The PUCO Staff and intervenors, 
the OCC and Kroger Company, filed comments on October 8, 2009. The OCC and Duke Energy Ohio filed reply comments on October 15, 
2009 A Stipulation and Recommendation was entered into by Duke Energy Ohio, Staff of the PUCO, Kroger Company, and Ohio Partners 
for Affordable Energy, which provides for a revenue increase of approximately $4 2 million under the electric rider and $590,000 under the 
natural gas rider. The OCC did not oppose the Stipulation and Recommendation A hearing on the Stipulation and Recommendation 
occurred on November 20, 2009 Approval of the Stipulation and Recommendation is expected in the first half of 20 10 

establish a subdocket to examine whether imprudence in Duke Energy Indiana's maintenance practices led to a forced outage at Gibson 
Station Unit 4 during January-March 2008 The outage contributed to notably higher fuel and purchased power costs during the outage A 
hearing on this subdocket proceeding was held in January 2009 The IURC authorized Duke Energy Indiana to collect through rates the 
costs for which it sought recovery in the subdocket proceeding subject to refund (similar to prior subdockets) pending the outcome of this 
new subdocket related to maintenance practices for Gibson Station Unit 4 On October 21, 2009, the IURC issued an order stating Duke 
Energy Indiana's maintenance practices were prudent and upheld the recovery of Duke Energy Indiana's fuel costs 

Pioneer Transmission, LLC (Pioneer Transmission), with American Electric Power Company, Inc (AEP) to build and operate 240 miles of 
extra-high-voltage 765 KV transmission lines and related facilities in Indiana Pioneer Transmission will be regulated by the FERC and the 
IURC Both Cinergy and AEP own an equal interest in the joint venture and will share equally in the project costs, which are currently 
estimated at approximately $1 billion, of which approximately $500 million is anticipated to be financed by Pioneer Transmission and the 
remaining amount split equally between Cinergy and AEP The joint venture will operate in Indiana as a transmission utility The earliest 
possible in-service date for the project is in 2015 On March 27, 2009, the FERC issued an order granting favorable rate treatment for the 
project, including requested rate incentives As is customary in formula rate cases, the FERC set the formula rate that transmission 
customers would pay for hearing and settlement procedures to address various challenges by intervenors to the inputs and calculations 
underlying the formula rate These rate issues were resolved by a settlement which was approved by the FERC on October 26, 2009 
Cinergy continues to work with MISO and PJM to obtain the necessary approvals to be included in their respective transmission expansion 
plans 

Gibson Unit 4 Outage. In a 2008 fuel clause proceeding, the IURC granted a motion by the Industrial Group and Nucor Corporation to 

Pioneer Transmission LLC Joint Venture. On August 8, 2008, Cinergy announced the formation of a 50-50 joint venture, called 

4. Joint Ownership of Generating and Transmission Facilities 
Duke Energy Ohio Columbus Southern Power Company and Dayton Power & Light jointly own electric generating units and related 

transmission facilities in Ohio Duke Energy Kentucky and Dayton Power & Light jointly own an electric generating unit Duke Energy Ohio 
and Wabash Valley Power Association Inc ( W P A )  jointly own the Vermillion generating station in Indiana Additionally Duke Energy 
Indiana is a joint-owner of Gibson Station Unit No 5 wth W P A  and Indiana Municipal Power Agency (IMPA) as well as a joint-owner w th  
W P A  and IMPA of certain Indiana transmission property and local facilities These facilities constitute part of the integrated transmission 
and distribution systems which are operated and maintained by Duke Energy Indiana 
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Cinergy's share of jointly-owned plant or facilities included on the December 31, 2009 Consolidated Balance Sheet is as follows. 

Ownership Property, Plant, Accumulated Construction Work 
Share and Equipment Depreciation in Progress 

( in millions) 
- 

Duke Energy Ohio 
Production. 

Miami Fort Station (Units 7 and 8) 
W.C Beckjord Station (Unit 6) 
J M. Stuart Station'"' 
Conesvilie Station (Unit 4)'"' 
W M Zimmer Station 
Killen Station'"' 
Vermillion 

Transmission 
Duke Energy Indiana 

Production: 
Gibson Station (Unit 5) 

Transmission and local facilities 

Production: 
Duke Energy Kentucky 

East Bend Station 

(a) Station is not operated by Duke Energy Ohio 

64 0% 
37 5 
39 0 
40 0 
46 5 
33 0 
75 0 

Various 

50 1 
Various 

$ 596 
55 

765 
292 

1,316 
297 
197 
91 

$ 176 
31 

221 
57 

516 
131 
53 
53 

327 161 
3,148 1,335 

$ 11 
1 

17 
14 
13 

1 

69 0 430 226 2 

Cinergy's share of revenues and operating costs of the above jointly owned generating facilities are included within the corresponding 
line on the Consolidated Statements of Operations. Each participant in the jointly owned facilities must provide its own financing 

5. Income Taxes 
The taxable income of Cinergy is reflected in Duke Energy's U S federal and state income tax returns Cinergy has entered into a tax 

sharing agreement with Duke Energy, where the separate return method is used to allocate tax expenses and benefits to the subsidiaries 
whose investments or results of operations provide these tax expenses and benefits. The accounting for income taxes essentially represents 
the income taxes that Cinergy would incur if Cinergy were a separate company filing its own tax return as a C-Corporation 

The following details the components of income tax expense. 

Income Tax Expense 

For the years ended December 31, 

Current income taxes 
Federal 
State 

Total current income taxes'" 

2009 2008 
( in millions) 

$ (20) s 179 
12 32 

21 1 

Deferred income taxes 
Federal 25 1 71 

45 2 State 

296 73 
.- 

- ~ -  Total deferred income taxes 

(4) (5) -~ Investment tax credit amortization 

Total income tax expense from continuing operations 284 279 
37 

Total income tax expense included in Consolidated statements of Operations $ 284 $ 316 
- Total income lax expense from extraordinary item - 

(a) Included are uncertain tax benefits relating primarily to certain temporary differences of approximately $42 million for 2009 and $35 
million for 2008 
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Reconciliation of Income Tax Expense at the 1I.S. Federal Statutory Tax Rate t o  the Actual Tax Expense from Continuing 
Operations (Statutory Rate Reconciliation) 

For the years ended December 31, 

Income tax expense, computed at the statutory rate of 35% 
State income tax, net of federal income tax effect 
Manufacturing Deduction 
Renewable Energy Credits 
Goodwill impairment charge 
Depreciation and other PP&E related differences, including AFUDC equity 
Other items, net 

Total income tax expense from continuing operations 

Effective tax rate 

2009 2008 
( in millions) 

The manufacturing deduction was created by the American Job Creation Act of 2004 (the Act) The Act provides a deduction for income 
from qualified domestic production activities During the years ended December 31, 2009 and 2008, the Act provides a deduction of 6% on 
qualified production activities 

Net Deferred Income Tax Liability Components 

Deferred credits and other liabilities 
Tax credit carryforwards‘”’ 
Other 

Valuation allowance 
Total deferred income tax assets 

Total deferred income tax assets 

Investments and other assets 
Accelerated depreciation rates 
Regulatory assets and deferred debits 

Total deferred income tax liabilities 

Net deferred income tax liabilities 

December 31, 
2009 2008 

( in millions) 

$ 257 $ 123 

53 215 

53 1 338 

__ 22 1 

(32L (46) 
499 292 

( 1  82) (285) 
(225  1 )  (2,087) 

(205) 

(2,755) (2,577) 

$ (2,256) $ (2.285) 

- (322) - 

(a) Of the tax credit carryforwards, approximately $149 million relate to investment tax credits expiring in 2029 and approximately $72 million 
relates to alternative minimum tax credits that have no expiration 

The above amounts have been classified in the Consolidated Balance Sheets as follows. 

Deferred Tax Liabilities 

Current deferred tax assets, included in other current assets 
Current deferred tax liabilities. included in other current liabilities 
Non-current deferred tax liabilities 

Total net deferred income tax liabilities 
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Changes to Unrecognized Tax Benefits 

2009 2008 
IncreaselfDecrease) IncreaselfDecrease) 

( in millions) 

Unrecognized Tax Benefits -January 1, $ 31 $ 79 

Unrecognized Tax Benefits Changes 
Gross increases - tax positions in prior periods 
Gross decreases - tax positions in prior periods 
Gross increases -tax positions in current period 
Settlements 

Total Changes 

57 

3 

36 

(15) 

0 

Unrecognized Tax Benefits - December 31, v u 
At December 31, 2009, $5 million of the total unrecognized tax benefits would, if recognized, affect the effective tax rate Cinergy 

During the years ended December 31, 2009 and 2008. Cinergy recognized net interest expense of approximately $1 1 million and net 
does not expect to report any reduction in unrecognized tax benefits within the next 12 months due to expected settlements. 

interest income of approximately $3 million, respectively. At December 31, 2009 and 2008, Cinergy had approximately $14 million and $3 
million, respectively, of interest payable, which reflects all interest related to income taxes, and no amount has been accrued for the payment 
of penalties in the Consolidated Balance Sheets 

Cinergy has the following tax years open. 

Jurisdiction Tax Years 
Federal 2005 and after 
State Closed through 2004, with the exception of any adjustments related to open federal years 

6. Asset Retirement Obligations 
Asset retirement obligations, which represent legal obligations associated with the retirement of certain tangible long-lived assets, are 

computed as the present value of the projected costs for the future retirement of specific assets and are recognized in the period in which the 
liability is incurred, if a reasonable estimate of fair value can be made The present value of the liability is added to the carrying amount of the 
associated asset in the period the liability is incurred and this additional carrying amount is depreciated over the remaining life of the asset 
Subsequent to the initial recognition, the liability is adjusted for any revisions to the estimated future cash flows associated with the asset 
retirement obligation (with corresponding adjustments to property, plant, and equipment), which can occur due to a number of factors 
including, but not limited to, cost escalation, changes in technology applicable to the assets to be retired and changes in federal, state or 
local regulations, as well as for accretion of the liability due to the passage of time until the obligation is settled Depreciation expense 
is adjusted prospectively for any increases or decreases to the carrying amount of the associated asset. The recognition of asset retirement 
obligations has no impact on the earnings of Cinergy's regulated electric operations as the effects of the recognition and subsequent 
accounting for an asset retirement obligation are offset by the establishment of regulatory assets and liabilities pursuant to regulatory 
accounting 

generating stations and closure and post-closure activities of landfills Certain of Cinergy's assets have an indeterminate life, such as 
transmission pipelines and some gas-fired power plants and thus the fair value of the retirement obligation is not reasonably estimable A 
liability for these asset retirement obligations will be recorded when a fair value is determinable 

3 1 ,  2009 and 2008 

Asset retirement obligations recognized by Cinergy relate primarily to the retirement of gas mains, asbestos abatement at certain 

The following table presents the changes to the liability associated with asset retirement obligations during the years ended December 

Years ended December 31, 
2009 2008 

Balance as of January 1, 
Accretion expense 
Liabilities incurred due to new acquisitions 
Liabilities incurred in the current year 
Revisions in estimates of cash flows 

Balance as of December 31. 

(in millions) 

$ 50 $ 45 
4 2 

1 
22 10 
- 

__ 3 -. 
$ 87 $ 50 

Cinergy's regulated electric and regulated natural gas operations accrue costs of removal for property that does not have an associated 
legal retirement obligation based on regulatory orders from the PUCO the KPSC and the IURC These costs of remcval are recorded as a 
regulatory liability in accordance with regulatory treatment Cinergy does not accrue the estimated cost of removal when no legal obligation 
associated w th  retirement or removal exists for any non-regulated assets (Including Duke Energy Ohio's generation assets) The total 
amount of removal costs included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets was $729 
million and $681 million as of December 31 2009 and 2008 respectively Cinergy's non-regulated operations expense cost of removal as 
incurred 
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7. Investments in Debt and Equity Securities 
Pursuant to an order by the ItJRC. Cinergy invests in debt and equity securities that are held in a grantor trust for investments related to 

post-retirement benefits other than pension obligations Cinergy classifies its investments as available-for-sale, which are carried at 
estimated fair value based on quoted market prices on the Consolidated Balance Sheets, with unrealized gains and losses related to rate 
regulated customers deferred as a regulatory liability or asset 

The investments within Cinergy’s grantor trust are managed by independent investment managers with discretion to buy, sell and invest 
pursuant to the objectives set forth by the trust agreements Therefore, Cinergy has limited oversight of the day-to-day management of these 
investments. Since day-to-day investment decisions, including buy and sell decisions, are made by the investment manager, the ability to 
hold investments in unrealized loss positions is outside the control of Cinergy Accordingly, all unrealized losses associated with equity 
securities within the grantor trust are considered other-than-temporary and are recognized immediately when the fair value of individual 
investments is less than the cost basis of the investment Pursuant to applicable regulatory accounting guidance, substantially all unrealized 
losses associated with investments in debt and equity securities within the grantor trust related to rate regulated customers are deferred as a 
regulatory asset, thus there is no immediate impact on the earnings of Cinergy as a result of any other-than-temporary impairments that 
would otherwise be required to be recognized in earnings 

Investments in debt and equity securities are classified as either short-term investments or long-term investments based on 
management’s intent and ability to sell these securities Since management does not intend to use these investments in current operations, 
all investments are classified as Other within Investments and Other Assets 

As of December 31, 2009 and 2008, Cinergy’s other long-term available-for-sale investments had a fair market value of approximately 
$70 million and $66 million, respectively 

The cost of securities sold is determined using the specific identification method. During the years ended December 31, 2009 and 
2008, Cinergy purchased long-term investments of approximately $73 million and $20 million, respectively, and received proceeds on sales 
of approximately $84 million and $14 million, respectively 

The estimated fair values of other long-term investments classified as available-for-sale are as follows. 

December 31,2009 December 31,2008 
Gross Gross Estimated Gross Gross Estimated 

Unrealized Unrealized Fair Unrealized Unrealized Fair 
Holding Holding Value Holding Holding Value 

( in millions) 
Gains Losses‘”’ Gains Losses‘”’ 

Equity Securities 
Municipal Bonds 
Other 

Total investments 

(a) Unrealized holding losses are deferred per a regulatory order from the IURC Accordingly, there is no immediate earnings impact 
associated with the change in market value of these investments 

Debt securities held at December 31, 2009 mature as follows. $ I F  million in one to five years, $7 million in six to ten years and $4 
million thereafter. 

As of December 31, 2009, approximately $27 million carrying value of available-for-sale equity and debt securities were in an 
insignificant unrealized loss position for which other-than-temporary impairment losses have not been recorded. As of December 3 1 ,  2008, 
approximately $33 million carrying value of available-for-sale equity and debt securities were in an approximate $14 million unrealized loss 
position, however, an other-than-temporaty impairment related to these investments was not recorded Of this amount, approximately $12 
million was in a continuous unrealized loss position for less than 12 months and approximately $2 million was in a continuous unrealized loss 
position for greater than 12 months 
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8. Risk Management, Derivative Instruments and Hedging Activities 
The primary risks Cinergy manages by utilizing derivative instruments are commodity price risk and interest rate risk Cinergy closely 

monitors the risks associated with commodity price changes and changes in interest rates on its operations and, where appropriate, uses 
various commodity and interest rate instruments to manage these risks Certain of these derivative instruments qualify for hedge accounting 
and are designated as hedging instruments, while others either do not qualify as a hedge or have not been designated as hedges by Cinergy 
(hereinafter referred to as undesignated contracts) Cinergy's primary use of energy commodity derivatives is to hedge its generation 
portfolio against exposure to changes in the prices of power and fuel Interest rate swaps are entered into to manage interest rate risk 
primarily associated with Cinergy's variable-rate and fixed-rate borrowings 

The accounting guidance for derivatives requires the recognition of all derivative instruments not identified as NPNS as either assets or 
liabilities at fair value in the Consolidated Balance Sheets For derivative instruments that qualify for hedge accounting, Cinergy may elect to 
designate such derivatives as either cash flow hedges or fair value hedges 

The regulated operations of Cinergy meet the criteria for regulatory accounting treatment Accordingly, for derivatives designated as 
cash flow hedges within the regulated operations, gains and losses are reflected as a regulatory liability or asset instead of as a component 
of AOCI For derivatives designated as fair value hedges or left undesignated within the regulated operations, including economic hedges 
associated with native load generation, gains and losses associated with the change in fair value of these derivative contracts would be 
deferred as a regulatory liability or asset, thus having no immediate earnings impact 

hedges, the effective portion of the gain or loss is reported as a component of AOCI and reclassified into earnings in the same period or 
periods during which the hedged transaction affects earnings Any gains or losses on the derivative that represent either hedge 
ineffectiveness or hedge components excluded from the assessment of effectiveness are recognized in current earnings For derivative 
instruments that are designated and qualify as a fair value hedge, the gain or loss on the derivative as well as the offsetting loss or gain on 
the hedged item are recognized in earnings in the current period Cinergy includes the gain or loss on the derivative in the same line item as 
the offsetting loss or gain on the hedged item in the Consolidated Statements of Operations Additionally, Cinergy enters into derivative 
agreements that are economic hedges that either do not qualify for hedge accounting or have not been designated as a hedge. The changes 
in fair value of these tindesignated derivative instruments are reflected in current earnings 

Commodity Price Risk 
Cinergy is exposed to the impact of market changes in the future prices of electricity (energy, capacity and financial transmission 

rights), coal, natural gas and emission allowances (SO2, seasonal NOx and annual NOx) as a result of its energy operations such as electric 
generation and the transportation and sale of natural gas With respect to commodity price risks associated with electric generation, Cinergy 
is exposed to changes including, but not limited to, the cost of the coal and natural gas used to generate electricity, the prices of electricity in 
wholesale markets, the cost of capacity required to purchase and sell electricity in wholesale markets and the cost of emission allowances for 
SO2, seasonal NOx and annual NOx, primarily at Cinergy's coal fired power plants Cinergy closely monitors the risks associated with 
commodity price changes on its future operations and, where appropriate, uses various commodity contracts to mitigate the effect of such 
fluctuations on operations Cinergy's exposure to commodity price risk is influenced by a number of factors, including, but not limited to, the 
term of the contract, the liquidity of the market and delivery location 

Commodity derivatives associated with the risk management of Cinergy's energy operations may be accounted for as either cash flow 
hedges or fair value hedges if the derivative instrument qualifies as a hedge under the accounting guidance for derivatives, or as an 
undesignated contract if either the derivative instrument does not qualify as a hedge or Cinergy has elected to not designate the contract as 
a hedge. Additionally, Cinergy enters into various contracts that qualify for the NPNS exception Cinergy primarily applies the NPNS 
exception to contracts that relate to the physical delivery of electricity over the next 12 years 

designated as fair value hedges 

margins for a portion of future revenues and fuel and purchased power expenses Cinergy generally uses commodity cash flow hedges to 
mitigate exposures to the price variability of the underlying commodities for, generally, a maximum period of one year 

Undesignated Contracts Cinergy uses derivative contracts as economic hedges to manage the market risk exposures that arise from 
providing electric generation and capacity to large energy customers. energy aggregators and other wholesale companies Undesignated 
contracts include contracts not designated as a hedge, contracts that do not qualify for hedge accounting, derivatives that no longer qualify 
for the NPNS scope exception, and de-designated hedge contracts that were not re-designated as a hedge The contracts in this category as 
of December 31, 2009 are primarily associated with forward power sales and coal purchases, as well as forward SO2 emission allowances 

Interest Rate Risk 

fixed-rate debt Cinergy manages its interest rate exposure by limiting its variable-rate exposures to a percentage of total capitalization and 
by monitoring the effects of market changes in interest rates To manage risk associated with changes in interest rates, Cinergy may enter 
into financial contracts, primarily interest rate swaps and U S Treasury lock agreements The majority of Cinergy's currently outstanding 
derivative instruments related to interest rate risk are hedges At December 31, 2009, the total notional amount of Cinergy's receive 
fixedlpay-variable interest rate swaps (fair value hedge) was $250 million and the total notional amount of Cinergy's receive variablelpay- 
fixed interest rate swaps (cash flow hedge) was $72 million 

Volumes 
The following table shows information relating to the volume of Cinergy s derivative activity as of December 31, 2009 Amounts 

disclosed represent the notional volumes of commodities and the notional dollar amounts of deb! subiect to derivative contracts accounted 
for at fair value For option contracts, notional amounts include only the delta-equivalent volumes which represent the notional volumes times 
the probability of exercising the option based on current price volatility Volumes associated with contracts qualifying for the NPNS exception 
have been excluded from the table below Amounts disclosed represent the absolute value of notional amounts Cinergy has netted 
contractual amounts where offsetting purchase and sale contracts exist with identical delivery locations and times of delivery 

Within Cinergy's unregulated businesses, for derivative instruments that qualify for hedge accounting and are designated as cash flow 

Commodity Fair Value Hedges At December 31, 2009. Cinergy did not have any open commodity derivative instruments that were 

Commodity Cash Flow Hedges Cinergy uses commodity instruments, such as swaps, futures, forwards and options, to protect 

Cinergy is exposed to risk resulting from changes in interest rates as a result of its issuance or anticipated issuance of variable and 
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Underlying Notional Amounts for Derivative Instruments Accounted for At Fair Value 

Commoditv contracts 
Electricity-energy (Gigawatt-hours) 
Emission allowances. SO2 (thousands of tons) 
Emission allowances. NOx (thousands of tons) 
Coal (millions of tons) 

Financial contracts 
interest rates (dollars in millions) 

December 31,2009 

3.557 
9 
2 
2 

$ 322 

The following table shows fair value amounts of derivative contracts as of December 31, 2009 and the line item(s) in the Consolidated 
Balance Sheets in which such amounts are included The fair values of derivative contracts are presented on a gross basis, even when the 
derivative instruments are subject to master netting arrangements Cash collateral payables and receivables associated with the derivative 
contracts have not been netted against the fair value amounts 

Location and Fair Value Amounts of Derivatives Reflected in the Consolidated Balance Sheets 

December 31,2009 
Asset Liability 

Derivatives Derivatives 

Balance Sheet Location 
(in millions) 

Derivatives Designated as Hedging Instruments 

Commoditv contracts 
Current Assets. Other 
Interest rate contracts 
Current Assets: Other 
Deferred Credits and Other Liabilities Other 

Total Derivatives Designated as Hedging Instruments 

Derivatives Not Designated as Hedging Instruments 
Commodity contracts 
Current Assets Other 
Investments and Other Assets Other 
Current Liabilities Other 
Deferred Credits and Other Liabilities Other 
Interest rate contracts 
Current Liabilities Other 
Deferred Credits and Other Liabilities Other 

Total Derivatives Not Designated as Hedging Instruments 

Total Derivatives 

$ 34 $ 1  
39 3 
64 191 
44 97 

The following table shows the amount of the losses recognized on derivative instruments designated and qualifying as cash flow hedges 
by type of derivative contract during the year ended December 3 1 ,  2009 and the financial statement line items in which such losses are 
included 

Cash Flow Hedges - Location and Amount of Pre-tax Losses Recognized in Comprehensive Income 

Year Ended 
Ended 

December 31, 
2009 

( in millions) 
Location of Pre-tax Losses Reclassified from AOCl into Earnings‘”’ 
Cominoditv contracts 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 
Total Pre-tax Losses Reclassified from AOCl into Earnings 

(a) Represents the gains and losses on cash flow hedges previously recorded in AOCl during the term of the hedging relationship and 
reclassified into earnings during the current period 
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The effective portion of gains or losses on cash flow hedges that were recognized in AOCl during the year ended December 31, 2009 
was insignificant In addition, there were no losses due to hedge ineffectiveness during the year ended December 31, 2009 No gains or 
losses have been excluded from the assessment of hedge effectiveness. As of December 31, 2009, approximately $5 million of pre-tax 
deferred net gains on derivative instruments related to commodity and interest rate cash flow hedges accumulated on the Consolidated 
Balance Sheets in AOCl are expected to be recognized in earnings during the next 12 months as the hedged transactions occur 

The following table shows the amount of the pre-tax gains and losses recognized on undesignated hedges by type of derivative 
instrument during the year ended December 31, 2009 and the line item(s) in the Consolidated Statements of Operations in which such gains 
and losses are included or deferred on the Consolidated Balance Sheets as regulatory assets or liabilities 

Wndesignated Hedges -Location and Amount of Pre-tax Gains and (Losses) Recognized in Income or as Regulatory Assets 01 

Liabilities 

Location of Pre-tax Gains Recognized in Earnings 
Commodity contracts 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 
Interest rate contracts 
Interest expense 

Total Pre-tax Gains Recognized in Earnings 

Location of Pre-tax Gains (Losses) Recognized as Regulatory Assets or Liabilities 
Commodity contracts 
Regulatory Asset 
Regulatory Liability 
Interest rate contracts 
Regulatory Asset 
Total Pre-tax Losses Recognized as Regulatory Assets or Liabilities 

Year Ended 
Ended 

December 31, 
2009 

( in millions) 

$ 23 
10 

1 

$ 34 

1 

(44) 

Credit Risk 
Where exposed to credit risk, Cinergy analyzes the counterparties' financial condition prior to entering into an agreement, establishes 

credit limits and monitors the appropriateness of those limits on an ongoing basis. 
Cinergy's industry has historically operated under negotiated credit lines for physical delivery contracts Cinergy frequently uses master 

collateral agreements to mitigate certain credit exposures, primarily related to hedging the risks inherent in its generation portfolio The 
collateral agreements provide for a counterparty to post cash or letters of credit to the exposed party for exposure in excess of an established 
threshold The threshold amount represents an unsecured credit limit, determined in accordance with the corporate credit policy Collateral 
agreements also provide that the inability to post collateral is sufficient cause to terminate contracts and liquidate all positions 

appropriate, based on its financial analysis of the customer and the regulatory or contractual terms and conditions applicable to each 
transaction 

Certain of Cinergy's derivative contracts contain contingent credit features, such as material adverse change clauses or payment 
acceleration clauses that could result in immediate payments, the posting of letters of credit or the termination of the derivative contract 
before maturity if specific events occur, such as a downgrade of Cinergy's credit rating below investment grade 

risk related payment provisions The amounts disclosed in the table below represents the aggregate fair value amounts of such derivative 
instruments at the end of the reporting period, the aggregate fair value of assets that are already posted as collateral under such derivative 
instruments at the end of the reporting period, and the aggregate fair value of additional assets that would be required to be transferred in the 
event that credit-risk-related contingent features were triggered at December 3 1, 2009 

Cinergy also obtains cash or letters of credit from customers to provide credit support outside of collateral agreements. where 

The following table shows information with respect to derivative contracts that are in a net liability position and contain objective credit- 

Information Regarding Derivative Instruments that Contain Credit-risk Related Contingent Features 

December 31, 
2009 

(in millions) 

Aggregate Fair Value Amounts of Derivative Instruments in a Net Liability Position 5 208 
Collateral Already Posted S 130 
Additional Cash Collateral or Letters of Credit in the Event Credit-risk-related Contingent Features were Triggered at the End 

of the Reporting Period $ 6  

Netting of Cash Collateral and Derivative Assets and Liabilities Under Master Netting Arrangements. Cinergy offsets fair value 
amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts 
receivable or payable against fair value amounts recognized for derivative instruments executed with the same counterparty under the same 
master netting agreement At December 31, 2009 and 2008. Cinergy had receivables related to the right to reclaim cash collateral of 
approximately $ 1  12 million and $86 million, respectively, and had payables related to obligations to return cash collateral of insignificant 
amounls that have been offset against net derivative positions in the Consolidated Balance Sheets Cinergy had collateral receivables of 
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approximately $19 million and $64 million under master netting arrangements that have not been offset against net derivative positions at 
December 3 1, 2009 and 2008. respectively Cinergy had insignificant cash collateral payables under master netting arrangements that have 
not been offset against net derivative positions at December 31, 2009 and 2008. 

See Note 9 for additional information on fair value disclosures related to derivatives 

9. Fair Value of Financial Assets and Liabilities 
On January 1, 2008, Cinergy adopted the new fair value disclosure requirements for financial instruments and non-financial derivatives 

On January 1, 2009, Cinergy adopted the new fair value disclosure requirements for non-financial assets and liabilities measured at fair 
value on a non-recurring basis Cinergy did not record any cumulative effect adjustment to retained earnings as a result of the adoption of the 
new fair value standards 

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

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

Level 1 -unadjusted quoted prices in active markets for identical assets or liabilities that Cinergy has the ability to access An active 
market for the asset or liability is one in which transactions for the asset or liability occur with sufficient frequency and volume to provide 
ongoing pricing information Cinergy does not adjust quoted market prices on Level 1 for any blockage factor 

Level 2 -a fair value measurement utilizing inputs other than a quoted market price that are observable, either directly or indirectly, for 
the asset or liability Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market, 
quoted prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted market prices that 
are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly quoted intervals, 
volatilities, credit risk and default rates A Level 2 measurement cannot have more than an insignificant portion of the valuation based 
on unobservable inputs 

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

The fair value accounting guidance for financial instruments, which was effective for Cinergy as of January 1 ,  2008, permits entities to 
elect to measure many financial instruments and certain other items at fair value that are not required to be accounted for at fair value under 
existing GAAP Cinergy does not currently have any financial assets or financial liabilities that are not required to be accounted for at fair 
value under GAAP for which it elected to use the option to record at fair value However, in the future, Cinergy may elect to measure certain 
financial instruments at fair value in accordance with this accounting guidance 

Sheets at fair value at December 3 1, 2009 and 2008 Derivative amounts in the table below exclude cash collateral amounts which are 
disclosed in Note 8 

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Cinergy's Consolidated Balance 

Total Fair 
Value 

Amounts at Level Level Level 
December 31,2009 1 2 3 _______ -.- - - 

Description 
Long-term available-for-sale equity securities'BJ'''l 
Long-term available-for-sale debt securities'"'bi 
Derivative assets'c' 

Total Assets 
Derivative liabilities'"' 

Net (Liabilities) Assets 

(in millions) 

$ 42 $ 4 2  $-- $ - -  
28 __ 28 - 

1 3 70 74 
$144 $ 43 $ 31 $ 70 
(193) ( 1 1 2 ) W J  (67) 

u u  LLL= 

- _ _  

(a) 
(b) 
(c) 

(d) 

Included in Other within Investments and Other Assets on the Consolidated Balance Sheets 
See Note 7 for additional information related to investments by major security type 
Included in Other within Current Assets and Other vvlthin Investments and Other Assets on the Consolidated Balance Sheets See Note 
8 for additional rnformation regarding derivatrves 
Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 
See Note 8 for additional information regarding derivatives 
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Total Fair 
Value 

Amounts at  
December 31,2008 

Description 
Long-term available-for-sale equity securities(”)(b1 
Long-term trading and available-for-sale debt 
Derivative assets‘c’ 

Total Assets 
Derivative liabilities‘d’ 

Net (Liabilities) Assets 

$ 35 
69 

131 
$235 

~ 

(255) 
&42Q 

Level Level 
I 2 -~ 

(in millions) 

$ 3 5  $ -  
69 

9 1 
$ 4 4  $ 70 

- 
- _ _ _ _  

(88)46J 
&4&&$24 

Level 
3 -.- 

$ -  

121 
$121 
(121) 
$-- 

- 

(a) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets 
(b) See Note 7 for additional information related to investments by major security type 
(c) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated Balance Sheets 
(d) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 

The following fable provides a reconciliation of beginning and ending balances of assets measured at fair value on a recurring basis 
where the determination of fair value includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derivatives 

(in millions) 
(net) 

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

Total pre-tax realized or unrealized gains included in earnings. 
Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 
Total pre-tax gains included in other comprehensive income 

Net purchases, sales, issuances and settlements 
Total losses included on balance sheet as regulatory asset or liability or as non-current liability 

Balance at December 3 1, 2009 

Pre-tax amounts included in the Consolidated Statements of Operations related to Level 3 measurements outslanding at 
December 3 1 ,  2009. 

Revenue, non-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 

Total 

Year Ended December 31,2008 
Balance at January 1, 2008 

Total pre-tax realized or unrealrzed (losses) gains Included in earntngs 
Revenue, ion-regulated electric and other 
Fuel used in electric generation and purchased power-non-regulated 

Net purchases, sales issuances and settlements 
Total gains included on balance sheet as regulatory asset or liability or as non-current liability 

Balance at December 31 2008 

Pre-tax amounts included in the Consolidated statements of Operations related to Level 3 measurements outslanding at 
December 31 2008 

Fuel used in electric generation and purchased power-non-regulated 

Total 

$ 30 

S 30 __ - 

28 



Notes to Consolidated Financial Statements 

Valuation methods of the primary fair value measurements disclosed above are as follows: 
Investments in equity securities. Investments in equity securities are typically valued at the closing price in the principal active market 

as of the last business day of the quarter. Principal active markets for equity prices include published exchanges such as NASDAQ and 
NYSE. Foreign equity prices are translated from their trading currency using the currency exchange rate in effect at the close of the principal 
active market Cinergy has not adjusted prices to reflect for after-hours market activity Cinergy's investments in equity securities are valued 
using Level 1 measurements 

Investments in debt securities. Most debt investments are valued based on a calculation using interest rate curves and credit 
spreads applied to the terms of the debt instrument (maturity and coupon interest rate) and consider the counterparty credit rating. Most debt 
valuations are Level 2 measures If  the market for a particular fixed income security is relatively inactive or illiquid, the measurement is a 
Level 3 measurement. U.S. Treasury debt is typically a Level 1 measurement. 

is adjusted for liquidity (bid-ask spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and 
discounted to present value The primary difference between a Level 2 and a Level 3 measurement has to do with the level of activity in 
forward markets for the commodity If the market is relatively inactive, the measurement is deemed to be a Level 3 measurement Some 
commodity derivatives are New York Mercantile Exchange contracts, which Cinergy classifies as Level 1 measurements 

Additional fair value disclosures. The fair value of financial instruments, excluding financial assets and certain financial liabilities 
included in the scope of the accounting guidance for fair value measurements disclosed in the tables above, is summarized in the following 
table Judgment is required in interpreting market data to develop the estimates of fair value. 

Commodity derivatives. The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and 

Financial Instruments 

As of December 31, 
2009 2008 

Book Approximate Book Approximate 
Value Fair Value Value Fair Value 

Long-term debt, including current maturities 

( in millions) 

$5,959 $6,058 $ 5,085 $4,913 

The fair value of cash and cash equivalents, accounts receivable, restricted funds held in trust, accounts payable and notes payable are 
not materially different from their carrying amounts because of the short-term nature of these instruments andlor because the stated rates 
approximate market rates 

See Note 10 for a discussion of non-recurring fair value measurements related to goodwill and other long-lived assets for which 
impairment charges were recorded during the third quarter of 2009 

See Note 18 for disclosure of fair value measurements that support Cinergy's qualified, non-qualified and other post-retirement benefit 
Dlans 

I O .  Goodwill and Intangible Assets 
Goodwill. At December 31, 2009 and 2008, Cineryy had total goodwill of approximately $3,734 million and $4,460 million. 

respectively The decrease in goodwill is due primarily to an approximate $688 million non-cash goodwill impairment charge discussed 
further below 

impairment testing of goodwill as of August 31 each year Cinergy updates the test between annual tests if events or circumstances occur 
that would more likely than not reduce the fair value of a reporting unit below its carrying value The annual analysis of the potential 
impairment of goodwill requires a two step process Step one of the impairment test involves comparing the fair values of reporting units with 
their aggregate carrying values, including goodwill If the carrying amount of a reporting unit exceeds the reporting unit's fair value, step two 
must be performed to determine the amount, if any, of the goodwill impairment loss If the carrying amount is less than fair value. further 
testing of goodwill impairment is not performed 

value of the goodwill Under step two, determining the implied fair value of goodwill requires the valuation of a reporting units identifiable 
tangible and intangible assets and liabilities as if the reporting unit had been acquired in a business combination on fhe fesfing date The 
difference between the fair value of the entire reporting unit as determined in step one and the net fair value of all identifiable assets and 
liabilities represents the implied fair value of goodwill The goodwill impairment charge, if any, would be the difference between the carrying 
amount of goodwll and the implied fair value of goodwill upon the completion of step two 

For purposes of the step one analyses, determination of reporting units' fair value was based on a cornbination of the income approach 
which estimates the fair value of Cinergy's reporting units based on discounted future cash flows, and the market approach. which estimates 
the fair value of Cinergy's reporting units based on market comparables within the utility and energy industries Based on completion of step 
one of the annual impairment analysis, management determined that the fair values of all reporting units except for Cinergy's non-regulated 
Midwest generation reporting unit, for which the carrying value of goodwill was approximately $1,206 million as of August 31 2009, were 
greater than their respective carrying values Accordingly, only Cinergy's non-regulated Midwest generation repoiting unit required 
management to perform step two of the goodwill impairment test to determine the amount of the goodwill impairment 

to serve Ohio native load customers under the ESP through December 31, 201 1 These assets, as excess capacity allows, also generate 
revenues through sales outside the native load customer base, and such revenue is termed non-native Additionally, this reporting unit has 
approximately 3,600 MW of gas-fired generation capacity in Ohio, Pennsylvania, Illinois and Indiana The businesses within Cinergy s non- 
regulated generation reporting unit operate in an unregulated environment in Ohio As a result, the operations within this reporting unit are 
subjected to competitive pressures that do not exist in any of Cinergy's regulated jurisdictions 

Cinergy's other businesses. including the wind generation assets, are in a separate reporting unit for goodwill impairment testing 
purposes No impairment exists with respect to Cinergy's wind generation assets 

The fair value of the non-regulated Midwest generation reporting unit is impacted by a mUltittJde of factors, including current and 
forecasted customer demand, current and forecasted power and commodity prices. impact of the economy on discount rates valuation of 

Cinergy is required to perform an annual goodwill impairment test as of the same date each year and. accordingly, performs its annual 

Step two of the goodwill impairment test involves comparing the implied fair value of the reporting unit's goodwill against the carrying 

Cinergy's non-regulated Midwest generation reporting unit includes nearly 4,000 MW of coal-fired generation capacity in Ohio dedicated 

29 



Notes to Consolidated Financial Statements 

peer companies, competition, and regulatory and legislative developments Management's assumptions and views of these factors 
continually evolves, and such views and assumptions used in determining the step one fair value of the reporting unit in 2009 changed 
significantly from those used in the 2008 annual impairment test These factors had a significant impact on the risk-adjusted discount rate 
and other inputs used to value the non-regulated Midwest generation reporting unit More specifically, as of August 31, 2009, the following 
factors significantly impacted management's valuation of the reporting unit that consequently resulted in an approximate $688 million non- 
cash goodwill impairment charge during the third quarter 2009. 

e Decline in load (dectricity demand) forecast - As a result of lower demand due to the continuing economic recession, forecasts 
have evolved throughout 2009 that now indicate that lower demand levels may persist longer than previously anticipated. The 
potential for prolonged suppressed sales growth, lower sales volume forecasts and greater uncertainty with respect to sales 
volume forecasts has had a significant impact to the current valuation of this reporting unit 
Depressed market power prices - Low natural gas and coal prices have put downward pressure on market prices for power. As 
the economic recession continued throughout 2009, demand for power remained low and market prices were at lower levels than 
previously forecasted In Ohio, Cinergy provides power to retail customers under the ESP, which utilizes rates approved by the 
PUCO through 201 1 These rates are currently above market prices for generation services The current low levels of market 
prices impact price forecasts and places uncertainty over the pricing of power after the expiration of the ESP at the end of 201 1 
Additionally, customers have recently begun to select alternative energy generation service providers, as allowed by Ohio 
legislation, which further erodes margins on sales 
Carbon /eg/slafion developments - On June 26, 2009, the IJ S House of Representatives passed The American Clean Energy 
and Security Act of 2009 (ACES) to encourage the development of clean energy sources and reduce greenhouse gas emissions. 
The ACES would create an economy-wide cap and trade program for large sources of greenhouse gas emissions In September 
2009, the U S Senate made significant progress towards their own version of climate legislation Climate legislation has the 
potential to significantly increase the costs of coal and other carbon-intensive electricity generation throughout the U S , which 
could impact the value of the coal fired generating plants, particularly in non-regulated environments 

In addition to the goodwill impairment charge, and as a result of factors similar to those described above, Cinergy recorded 
approximately $42 million of pre-tax impairment charges related to certain generating assets in the Midwest to write-down the value of these 
assets to their estimated fair value These impairment charges are recorded in Goodwill and Other Impairment Charges on the Consolidated 
Statement of Operations As management is not aware of any recent market transactions for comparable assets with sufficient transparency 
to develop a market approach fair value, Cinergy relied on the income approach to estimate the fair value of the impaired assets 

determined using significant unobservable inputs (i e Level 3 inputs) as defined by the accounting guidance for fair value measurements. 

follows. 

The fair values of Cinergy's non-regulated generation reporting unit and generating assets for which impairments were recorded were 

Intangibles. The carrying amount and accumulated amortization of intangible assets as of December 31, 2009 and 2008 are as 

December 31, 

2009 2008 

Emission allowances 
Gas, coal, and power contracts 
Wind development rights 
Other 

Total gross carrying amount 

Accumulated amortization-gas, coal, and power contracts 
Accumulated amortization-other 

Total accumulated amortization 

Total intangible assets, net 

(in millions) 

$ 273 $ 298 
295 295 
127 161 

12 12 

707 766 
I- --- 
- 

(140) ( 1  17) 
(10) (10) 

(150) _, (727) 

$ 557 $ 639 

Emission allowances in the table above include emission allowances which were recorded at the then fair value on the date of 
Cinergy's merger wth Duke Energy in April 2006 and emission allowances purchased by Cinergy Additionally Cinergy is allocated certain 
zero cost emission allowances on an annual basis The change in the gross carrying value of emission allowances during the years ended 
December 3 1 2009 and 2008 are as follows 
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December 31, 

2009 2008 

( in millions) 

Gross carrying value at beginning of period 
Purchases of emission allowances 
Sales and consumption of emission allowances(a)(h) 
Impairment of emission allowances 
Other changes 

Gross carrying value at end of period 

(a) Carrying value of emission allowances are recognized via a charge to expense when consumed. Carrying value of emission 
allowances sold or consumed during the years ended December 31, 2009 and 2008 were $120 million and $1 13 million, 
respectively 

(b) See Note 2 for a discussion of gains and losses on sales of emission allowances during the years ended December 31, 2009 and 
2008 

(c) See below for discussion of impairments of the carrying value of emission allowances during the year ended December 3 1 ,  2008 

Amortization expense for gas, coal and power contracts and other intangible assets for the years ended December 31, 2009 and 2008 

The table below shows the expected amortization expense for the next five years for intangible assets as of December 31, 2009 The 
was approximately $23 million and $26 million, respectively 

expected amortization expense includes estimates of emission allowances consumption and estimates of consumption of commodities such 
as gas and coal under existing contracts, as well as estimated amortization related to the wind development projects acquired from 
Catamount. The amortization amounts discussed below are estimates and actual amounts may differ from these estimates due to such 
factors as changes in consumption patterns, sales or impairments of emission allowances or other intangible assets, delays in the in-service 
dates of wind assets, additional intangible acquisitions and other events 

2010 2011 2012 2013 2014 
( in millions) 

Amortization expense $ 133 $ 36 $ 33 $ 30 $ 28 

Cinergy completed the acquisition of Catamount in September 2008, resulting in the recognition of approximately $1 17 million of 
intangible assets related to wind farm development rights Of this amount, a portion of the intangible asset value was assigned to projects 
that Cinergy has subsequently sold (see Note 2) The intangible assets recorded in connection with the Catamount acquisition primarily 
represent land use rights and interconnection agreements acquired by Cinergy as part of the purchase price. Since these intangible assets 
relate to development projects for which commercial operations have not commenced, amortization of the intangible asset value assigned to 
each of these projects will not begin until commercial operation is achieved Cinergy will evaluate the useful lives of these intangible assets 
as the projects begin commercial operations, which is anticipated to be in the years 2010 through 2012 Cinergy currently estimates the 
useful lives of these projects, once in commercial operation, will be the shorter of the lease term of the land or the estimated lives of the 
projects, which is approximately 25 years 

In connection with the merger with Duke Energy, Cinergy recorded an intangible liability of approximately $1 13 million associated with 
the RSP in Ohio, which was recognized in earnings over the regulatory period that ended December 31, 2008 Cinergy also recorded 
approximately $56 million of intangible liabilities associated with other power sale contracts in connection with the merger with Duke Energy 
The carrying amount of these intangible liabilities was approximately $10 million and $16 million at December 31, 2009 and 2008, 
respectively During the years ended December 31. 2009 and 2008. Cinergy amortized approximately $6 million and $73 million, 
respectively, to income related to these intangible liabilities The remaining balance of approximately $10 million will be amortized to income 
as follows approximately $6 million in 201 0 and approximately $4 million in 201 1 Intangible liabilities are classified as Other within Deferred 
Credits and Other Liabilities on the Consolidated Balance Sheets 

Impairment of Emission Allowances. On July I t ,  2008, the U S Court of Appeals for the District of Columbia issued a decision 
vacating the Clean Air Interstate Rule (CAIR) In December 2008, a federal appeals court reinstated the CAlR while the EPA develops a new 
clean air program However, as a result of the July 1 I ,  2008 decision temporarily vacating the CAIR, there were sharp declines in market 
prices of SO2 and NO, allowances in the third quarter of 2008 due to uncertainty associated with future federal requirements to reduce 
emissions Accordingly. Duke Energy Ohio evaluated the carrying value of emission allowances held by its regulated and non-regulated 
businesses for impairment during the third quarter of 2008 

At the time of its repeal. the CAlR required 50% reductions in SO2 emissions beginning in 2010 and further 30% reductions in SOz 
emissions in 2015 beyond specified requirements These reductions were to be achieved by requiring the surrender of SO2 allowances in a 
ratio of two allowances per ton of SOz emitted beginning in 20 I O ,  up from a current one-to-one ratio, escalating to 2 86 allowances per ton of 
SO2 emitted beginning in 2015 Taking into account these increases in emission allowance requirements under the CAIR. Cinergy's non- 
regulated businesses forecasted SO2 emissions needed through 2037 exceeded the number of emission allowances held prior to the 
vacating of the CAlR Subsequent lo the temporary decision to vacate the CAIR, Cinergy's non-regulated businesses determined that it had 
SO2 allowances in excess of forecasted emissions and those allowances held in excess of forecasted emissions from future generation 
required an impairment evaluation In performing the impairment evaluation for SO2 allowances at September 30 2008, management 
compared quoted market prices for each vintage year allowance to the carrying value of the related allowances in excess of forecasted 
emissions through 2038 Due lo the sharp decline in market prices of SO2 allowances, as discussed above, during the third quarter of 2008, 
Cinergy's non-regulated businesses recorded pre-tax impairment charges of approximately $77 million related to forecasted excess SOz 
allowances held Additionally Cinergy s non-regubted businesses recorded pre-tax impairment charges of approximately $5 million in the 
third quarter of 2008 related to annual NO, allowances as these were also affected by the decision to vacate the CAlR These impairment 
charges are recorded in Impairment Charges within Operating Expenses on the Consolidated Statements of Operations 
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Additionally, Cinergy's regulated businesses have emission allowances and certain commitments to purchase emission allowances 
that. based on management's best estimate at September 30, resulted in a quantity of emission allowances in excess of the amounts 
projected to be utilized for operations The excess emission allowances include forward contracts to purchase SO2 allowances to cover 
forecasted shortfalls in emission allowances necessary for operations that were entered into prior to the July 11. 2008 CAlR decision Prior to 
the vacating of the CAIR, these forward contracts, which primarily settled in the fourth quarter of 2008 or in 2009, qualified for the NPNS 
exception within the accounting rules for derivatives However, since certain of these forward contracts were no longer considered probable 
of use in the normal course of operations due to the excess over forecasted needs, in September 2008, Cinergy's regulated businesses 
determined that these contracts no longer qualified for the NPNS exception At the time this determination was made, the fair value of the 
contracts was a liability of approximately $34 million Since Cinergy's regulated businesses anticipate regulatory recovery of the cost of these 
emission allowances in normal course, a corresponding regulatory asset was recorded on the Consolidated Balance Sheets These forward 
contracts will continue to be marked-to-market, with an offset to a regulatory asset or liability balance, until ultimate settlement 

A5 a result of the reinstatement of the CAlR in December 2008, as discussed above, all emission allowances and certain commitments 
to purchase emission allowances held by Cinergy's regulated and non-regulated businesses are anticipated to be utilized for future emission 
allowance requirements under the CAIR, unless the EPA develops a new clean air program that changes the existing requirements under the 
CAI R 

11. Investments in Unconsolidated Affiliates and Related Party Transactions 
Investments in domestic and international affiliates that are not controlled by Cinergy. but over which it has significant influence, are 

accounted for using the equity method As of December 31, 2009 and 2008, Cinergy had investments in unconsolidated affiliates of 
approximately $333 million and $383 million, respectively At December 31, 2009, investments primarily consist of Cinergy's approximate 
50% ownership interest in the five Sweetwater projects (Phase l-v1 which are wind power assets located in Texas that were acquired as part 
of the acquisition of Catamount, which is further described in Note 2, and a 25% ownership interest in Attiki Gas Supply S A  (Attiki), a natural 
gas distributor in Greece. 

Attiki, and its only third-party liability is a debt obligation that is secured by the 25% indirect interest in Attiki The debt obligation is also 
secured by Cinergy's indirect wholly-owned interest in CGP Greece This debt obligation of approximately $71 million, which is reflected in 
Current Maturities of Long-Term Debt on Cinergy's Consolidated Balance Sheets, is otherwise non-recourse to Cinergy In December 2009, 
Cinergy decided to abandon its investment in Attiki and the related non-recourse debt The decision to abandon Attiki was made in part due 
to the non-strategic nature of the investment and insufficient cash flow from the investee to cover non-recourse debt obligations 

in January 2010 the counterparty to the debt issued a Notice of Event of Default, asserting voting rights and rights to dividends in CGP 
Greece and thereby its 25% indirect interest in Attiki As of December 31, 2009, Cinergy's investment balance in Attiki was approximately 
$71 million, reflecting an approximate $18 million impairment charge recognized in the fourth quarter of 2009 to reduce the carrying amount 
of the investment to its estimated fair value 

For the years ended December 31, 2009 and 2008, Cinergy recorded an approximate $8 million loss and an approximate $8 million of 
earnings, respectively, from equity method unconsolidated affiliates Cinergy's share of net (losses) earnings from equity method 
unconsolidated affiliates is reflected as Equity in (Loss) Earnings of Unconsolidated Affiliates in the Consolidated Statements of Operations 
For the years ended December 31, 2009 and 2008, Cinergy received distributions from equity method unconsolidated affiliates of 
approximately $17 million and $49 million, respectively, which are included in operating cash flows on the Consolidated Statements of Cash 
Flows 

As of December 31, 2009 and 2008, the carrying amount of investments in affiliates approximated Cinergy's percentage ownership 
interest in the underlying equity in net assets 

Impairments. During the years ended December 31, 2009 and 2008. Cinergy recorded pre-tax impairment charges to the carrying 
value of investments in unconsolidated affiliates of approximately $27 million and $9 million, respectively Approximately $ 18 million of the 
impairment charge recorded during the year ended December 31, 2009 relates to Cinergy's investment in Attiki, as discussed above These 
impairment charges, which were recorded in Losses on Sales and Impairments of Unconsolidated Affiliates on the Consolidated Statements 
of Operations. were recorded as a result of Cinergy concluding that it would not be able to recover its carrying value in these investments, 
thus the carrying value of these investments were written down to their estimated fair value 

Cinergy's wholly-owned subsidiary, CGP Global Greece Holdings S A (CGP Greece) has as its only asset the 25% indirect interest in 

In November 2009, CGP Greece failed to make a scheduled semi-annual installment payment of principal and interest on the debt, and 
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Summarized Combined Financial Information of Unconsolidated Affiliates 
As of December 31, 

Balance Sheet 
Current assets 
Noncurrent assets 
Current liabilities 
Non-current liabilities 

Net assets 

Income Statement 
Operating revenues 
Operating expenses 
Net income 

2009 2008 

( in millions) 

$ 870 $ 1,002 
2,102 2,136 
(793) (897) 

(626) (666) 
_l___ll___ 

$ 1,513 $ 1,615 

For the Years Ended 
December 31, 

2009 2008 

( in millions) 

$ 726 $ 1,200 
676 1,030 
(49) 16 

Other Investments. Cinergy has an interest in South Houston Green Power, L P (SHGP). which is a cogeneration facility containing 
three combustion turbines in Texas City, Texas. Although Cinergy owned a significant portion of SHGP, it was not consolidated as Cinergy 
did not hold a majority voting control or have the ability to exercise control over SHGP, nor was Cinergy the primary beneficiary In the fourth 
quarter of 2008, Cinergy finalized an asset swap agreement with the other joint venture owner of SHGP, which gives Cinergy the option to 
receive either wind assets or a cash settlement, both of which have a value of approximately $180 million and which approximates the 
carrying value of Cinergy's investment in SHGP The cash settlement feature will be utilized if the option to receive the wind assets is not 
exercised within a nine-month window following the commercialization date of the wind assets In exchange Cinergy would surrender its 
remaining interest in SHGP on the future transaction date Cinergy anticipates finalizing this transaction in 2010, either by receiving the wind 
asset or opting for the cash settlement This transaction was considered a nonmonetary exchange of productive assets with commercial 
substance for accounting purposes. Cinergy does not currently expect a significant gain or loss associated with the completion of this 
transaction 

equity partner, and Cinergy's 50% common equity interest in SHGP was converted to a preferred equity interest, which is considered a cost 
method investment. Commencing on the turnover date and continuing until either the wind asset is transferred to Cinergy or ultimate cash 
settlement, Cinergy will receive a fixed monthly payment in lieu of the economic benefit it would have otherwise received as a common equity 
member of SHGP. This payment is intended to compensate Cinergy for normal distributions that it would otherwise be entitled to as an equity 
owner of SHGP; however, this payment is not economically linked to the actual earnings and operating results of SHGP 

Related Party Transactions. Cinergy engages in related party transactions These transactions are generally performed at cost and in 
accordance with the applicable state and federal commission regulations Balances due to or due from related parties included in the 
Consolidated Balance Sheets as of December 3 1 ,  2009 and 2008 are as follows 

Effective with the finalization of the asset swap agreement in December 2008, Cinergy turned over of the operations of SHGP to its 

December 31, December 31, 

2o09'a' 20081"' 
( in millions) 

Current assets(')) 
Noncurrent assets'c' 
Current liabilities'd' 
Noncurrent liabilities'e' 
Net deferred tax liabilities") 

5 128 $ 203 
$ 23 $ 
$ (245) 5 (18) 
$ (92) $ 

I 

__ 
$ (2.256) 5 (2,052) 

Balances exclude assets or liabilities associated with Cinergy Receivables and intercompany loan balances. as discussed below 
Of the balance at December 31, 2009, approximately $18 million is classified as Receivables and approximately $ 1  10 million is 
classified as Other within Current Assets on the Consolidated Balance Sheets Of the balance at December 31, 2008, approximately 
$172 million is classified as Receivables and approximately 531 inillion is classified as Other within Current Assets on the Consolidated 
Balance Sheets 
The balance is classified as Other within Investments and Other Assets or, the Consolidated Balance Sheets 
Of the balance at December 31, 2009, approximately $(220) million is classified as Accounts Payable and approximately $(25)  million is 
classified as Taxes accrued on the Consolidated Balance Sheets At December 31. 2038 lhe balance is classified as Accounts 
Payable on the Consolidated Balance Sheets. 
The balance is classified as Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets 
Of the balance at December 31, 2009, approximately $(2,195) is classified as Deferred income taxes and approximately $(61) million is 
classified as Other within Current Liabilities on the Consolidated Balance Sheets Of the balance at December 31, 2008, approximately 
$(2,145) million is classified as Deferred Income Taxes and approximately $93 million IS classified as Other within Current Assets on 
the Consolidated Balance Sheets 
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Cinergy is allocated its proportionate share of corporate governance and other costs by a consolidated affiliate of Duke Energy 
Additionally, prior to July 1, 2008, Duke Energy and its subsidiaries, including Cinergy, were allocated their proportionate share of corporate 
governance costs from a consolidated affiliate of Cinergy As discussed in Note 1, on July 1, 2008, this consolidated affiliate of Cinergy was 
merged with a consolidated affiliate of Duke Energy Corporate governance and other shared services costs are primarily allocations of 
corporate costs, such as human resources, legal and accounting fees, as well as other third party costs These amounts are recorded in 
Operation, maintenance and other within Operating expenses on the Consolidated Statements of Operations and were approximately $950 
million and $532 million for the years ended December 31, 2009 and 2008, respectively 

Prior to July 1. 2008, Cinergy also recognized recoveries of direct and allocated corporate governance and shared service costs 
charged to affiliates These recoveries are primarily reflected as an offset within Operating Expenses on the Consolidated Statements of 
Operations and were approximately $51 million for the year ended December 31, 2008 

Cinergy incurs expenses related to certain insurance coverages through Bison Insurance Company Limited, Duke Energy's wholly- 
owned captive insurance subsidiary These expenses, which are recorded in Operation, mainfenance and other within Operating Expenses 
on the Consolidated Statements of Operations, were approximately $27 million for each of the years ended December 31, 2009 and 2008 
Additionally, Cinergy records income associated with the rental of office space to a consolidated affiliate of Duke Energy, which amounted to 
approximately $19 million and $10 million for the years ended December 31, 2009 and 2008, respectively 

As discussed in Note 1 ,  certain trade receivables have been sold by wholly-owned subsidiaries of Cinergy to Cinergy Receivables See 
Note 15 for additional information The interest income associated with the subordinated note, which is recorded in Other Income and 
Expenses, net on the Consolidated Statements of Operations, was approximately $27 million and $37 million for the years ended December 
3 1, 2009 and 2008, respectively. 

As discussed further in Note 14, Cinergy participates with Duke Energy and other Duke Energy and Cinergy subsidiaries in a money 
pool arrangement to better manage cash and working capital requirements Income associated with money pool activity, which is recorded in 
Other Income and Expenses, net on the Consolidated Statements of Operations, was approximately $1 million and $2 million for the years 
ended December 31, 2009 and 2008, respectively The expenses associated with money pool activity, which are recorded in Interest 
Expense on the Consolidated Statements of Operations, for the years ended December 31, 2009 and 2008, were approximately $8 million 
and $19 million for the years ended December 3 1, 2009 and 2008, respectively 

Additionally, Cinergy receives support for its short-term borrowing needs through intercompany loans from its parent entity, Duke 
Energy and other Duke Energy subsidiaries As of December 3 1, 2009, Cinergy had borrowings of approximately $1,165 million, of which 
approximately $1,135 million is classified within Notes Payable and approximately $30 million is classified within Long-term Debt in the 
Consolidated Balance Sheets As of December 3 1 ,  2008, Cinergy had borrowings of approximately $892 million. of which approximately 
$868 million is classified within Notes Payable and approximately $24 million is classified within Long-term Debt in the accompanying 
Consolidated Balance Sheets. 

During the year ended December 31, 2008. Cinergy paid dividends to its parent, Duke Energy, of approximately $200 million 

12. Discontinued Operations 
Income from discontinued operations was approximately $ 1  million and $24 million for the years ended December 31, 2009 and 2008, 

respectively In February 2008, Cinergy entered into an agreement to sell its 480 MW natural gas-fired peaking generating station located 
near Brownsville, Tennessee to Tennessee Valley Authority for approximately $55 million This transaction closed in April 2008 and resulted 
in Cinergy recognizing an approximate $23 million pre-tax gain at closing 

13. Property, Plant and Equipment 

Estimated December 31, 
Useful Life 2009 2008 

(Years) (in millions) 

Land 
Plant-Regulated 

Electric generation, distribution and transmission'"' 
Natural gas transmission and distribution'"' 
Other buildings and improvements"' 

Electric generation, distribution and transmission 
Other buildings and improvements'"' 

Plant-Unregulated 

Equipment 
Construction in process 
Other 

Total property, plant and equipment 
Total accumulated depreciation-regulated'") 
Total accumulated depreciation-unregulated 

Total net property, plant and equipment 

8 -  100 
12 - 60 

25 - 100 

8 -  100 
30 - 35 
5 - 30 
- 

5-26  

$ 222 $ 222 

1 1.532 
1694 

253 

1 1,206 
1,566 

204 

5 120 3,989 
190 190 
206 168 

1,676 1,696 
345 333 

21 238 19,574 
- 

(4 855) (4,549) 
(685) (643) 

$ 15698 $ 14,382 

(a) 
(b) 

Includes capitalized leases of approximately $1 61 million and $ 1  58 million at December 3 1 2009 and 2008 respectively 
Includes accumulated amortization of capitalized leases of approximately $19 million and $1 3 million for 2009 and 2008 respectively 
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Capitalized interest, which includes the interest expense component of AFUDC, amounted to approximately $19 million and $35 million 
for the years ended December 31, 2009 and 2008, respectively 

14. Debt and Credit Facilities 

Summary of Debt and Related Terms 

December 31, 
Weighted- 
Average 

Rate Year Due 2009 2008 
( in millions) 

Unsecured debt 
Secured debt 
First mortgage bonds'") 
Capital leases 
Other debt'b) 
Notes payable 
Intercompany notes payable 
Money pool 
Unamortized debt discount and premium, net 

Total debt 
Current maturities of long-term debt 
Short-term notes payable 

Total long-term debt 

5 7% 
5 0% 
5 7 %  
5 1 % 
11% 
2 2% 
0 4% 
0 4% 

20 10 - 2036 $ 2,456 $ 2,475 
2010-2017 222 278 
201 1 - 2039 1,776 751 
2010 - 2020 79 79 
2010--2041 1,294 1,376 

- 279 
1.165 892 

150 196 
(48) - (48) 

7,094 6,278 
(117) (313) 

(1,135) (1,193) 

$ 5,842 $ 4,772 

(a) 

(b) 

As of December 31, 2009, substantially all of Duke Energy Ohio's and Duke Energy Indiana's electric plants in service are mortgaged 
under the mortgage bond indenture for each respective entity 
Includes $1,138 million and $1,147 million of Cinergy tax-exempt bonds as of December 31, 2009 and 2008, respectively. As of 
December 3 1, 2009 and 2008, $214 million and $287 million. respectively, was secured by first mortgage bonds and $333 million and 
$167 million, respectively, was secured by a letter of credit 

l lnsecured Debt. In September 2009, Duke Energy Kentucky issued $100 million of senior debentures, which carry a fixed interest 
rate of 4 65% and mature October 1, 2019 Proceeds from the issuance were used to repay Duke Energy Kentucky's borrowings under Duke 
Energy's master credit facility, to replenish cash used to repay $20 million principal amount of debt due September 15, 2009 and for general 
corporate purposes 

carry a fixed interest rate of 2 10% and mature June 15, 2013 Proceeds from this issuance, together with cash on hand, were used to repay 
Duke Energy Ohio's borrowing under Duke Energy's master credit facility In conjunction with this debt issuance, Duke Energy Ohio entered 
into an interest rate swap agreement that converted interest on this debt issuance from the fixed coupon rate to a variable rate The initial 
variable rate was set at 0 3 1% 

5 45% and mature April 1, 2019 Proceeds from this issuance were used to repay short-term notes and for general corporate purposes, 
including funding capital expenditures 

In March 2009, Duke Energy Indiana issued $450 million principal amount of first mortgage bonds, which carry a fixed interest rate of 
6 45% and mature April 1 ,  2039 Proceeds from this issuance were used to fund capital expenditures, to replenish cash used to repay $97 
million of senior notes which matured on March 15. 2009, to fund the repayment at maturity of $125 million of first mortgage bonds due 
July 15, 2009, and for general corporate purposes, including the repayment of short-term notes 

6 35% and mature August 15. 2038 Proceeds from this issuance were used to fund capital expenditures and for general corporate 
purposes, including the repayment of short-term notes and to redeem first mortgage bonds maturing in September 2008 

Other Debt. In October 2009, Duke Energy Indiana refunded $50 million of tax-exempt variable-rate demand bonds through the 
issuance of $50 million principal amount of tax-exempt term bonds, which carry a fixed interest rate of 4 95% and mature October 1. 2040 
The tax-exempt bonds are secured by a series of Duke Energy Indiana's first mortgage bonds 

principal amount of tax-exempt term bonds due August 1, 2039, which carry a fixed interest rate of 6 00% and are secured by a series of 
Duke Energy Indiana's first mortgage bonds The refunded bonds were redeemed July 1, 2009 

tax-exempt variable-rate demand bonds, which are supported by direct-pay letters of credit, of which $144 million had initial rates of 0 7% 
reset on a weekly basis with $44 million maturing May 2035, $23 million maturing March 2031 and $77 million maturing December 2039 The 
remaining $127 million had initial rates of 0 5% reset on a daily basis with $77 million maturing December 2039 and $50 million maturing 
October 2040 

In December 2008. Duke Energy Kentucky refunded 850 million of tax-exempt auction rate bonds through the issuance of $50 million of 
tax-exempt variable-rate demand bonds, which are supported by a direct-pay letter of credit The variable-rate demand bonds, which are due 
August 1, 2027, had an initial rate of 0 65% which is reset on a weekly basis 

Intercompany Loans and Money Pool. Cinergy receives support for a portion of its borrowing needs through intercompany loans from 
its parent entity, Duke Energy and other Duke Energy subsidiaries, and its participation with Duke Energy and other Duke Energy 
subsidiaries in a money pool arrangement Under the money pool arrangement, those companies with short-term funds may provide short- 
term loans to affiliates participating under this agreement The money pool is structured such that Cinergy. Duke Energy Ohio Duke Energy 
Indiana, and Duke Energy Kentucky separately manage their cash needs and working capital requirements Accordingly there is no net 

First Mortgage Bonds. In December 2009, Duke Energy Ohio issued $250 million principal amount of first mortgage bonds. which 

In March 2009, Duke Energy Ohio issued $450 million principal amount of first mortgage bonds, which carry a fixed interest rate of 

In August 2008, Duke Energy Indiana issued $500 million principal amount of first mortgage bonds, which carry a fixed interest rate of 

In June 2009, Duke Energy Indiana refunded $55 million of tax-exempt variable-rate demand bonds through the issuance of $55 million 

In January 2009, Duke Energy Indiana refunded $27 1 million of tax-exempt auction rate bonds through the issuance of $27 1 million of 
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settlement of receivables and payables of Cinergy, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky, as each of these 
entities independently participate in the money pool 

As of December 31, 2009, Cinergy had intercompany loans outstanding with Duke Energy and other Duke Energy subsidiaries of 
approximately $1,165 million, of which approximately $1,135 million is classified within Notes payable and approximately $30 million is 
classified within Long-term Debt in the accompanying Consolidated Balance Sheets As of December 3 1, 2008, Cinergy had intercompany 
loans outstanding with Duke Energy and other Duke Energy subsidiaries of approximately $892 million, of which approximately $868 million 
is classified within Notes payable and approximately $24 million is classified within Long-term Debt in the accompanying Consolidated 
Balance sheets During the year ended December 31, 2009, the $273 million increase in short-term and long-term borrowings is reflected as 
a cash inflow in Notes payable to affiliate, net within Net cash provided by financing activities on the Consolidated Statements of Cash Flows. 
During the year ended December 31, 2008, the $344 million increase in short-term and long-term borrowings is reflected as a cash inflow in 
Notes payable to affiliate, net within Net cash provided by financing activities on the Consolidated Statements of Cash Flows. 

In addition, as of December 31, 2009, Cinergy had money pool receivables of approximately $215 million, which are classified within 
Receivables in the accompanying Consolidated Balance Sheets As of December 31, 2009, Cinergy had money pool borrowings of 
approximately $1 50 million, which is classified within Long-term Debt in the accompanying Consolidated Balance Sheets. As of December 
2008, Cinergy had money pool receivables of approximately $104 million, which are classified within Receivables in the accompanying 
Consolidated Balance Sheets As of December 31, 2008, Cinergy had money pool borrowings of approximately $196 million, of which 
approximately $46 million is classified within Notes payable and $150 million is classified within Long-term Debt in the accompanying 
Consolidated Balance Sheets During the year ended December 31, 2009, the $1 1 1  million increase in money pool receivables is reflected 
as a cash outflow in Notes due from affiliate, net within Net cash used in investing activities on the Consolidated Statements of Cash Flows 
During the year ended December 31, 2009, the $46 inillion decrease in short-term and long-term money pool borrowings is reflected as a 
cash outflow in Notes payable to affiliate, net within Net cash provided by financing activities on the Consolidated Statements of Cash Flows 
During the year ended December 31, 2008, the $104 million increase in money pool receivables is reflected as a cash outflow in Notes due 
from affiliate, net within Net cash used in investing activities on the Consolidated Statements of Cash Flows During the year ended 
December 31, 2008, the $196 million increase in short-term and long-term money pool borrowings is reflected as a cash inflow in Notes 
payable to affiliate. net within Net cash provided by financing activities on the Consolidated Statements of Cash Flows 

respectively Floating-rate debt is primarily based on commercial paper rates or a spread relative to an index such as a London Interbank 
Offered Rate (LIBOR) for debt denominated in U S dollars As of December 31, 2009 and 2008, the average interest rate associated with 
floating-rate debt was approximately 0 6% and 2 3%, respectively 

Auction Rate Debt. As of December 31, 2009, Duke Energy Ohio and Duke Energy Indiana had auction rate tax-exempt bonds 
outstanding of approximately $39 1 million and $70 million, respectively While these debt instruments are long-term in nature and cannot be 
put back to Duke Energy Ohio or Duke Energy Indiana prior to maturity, the interest rates on these instruments are designed to reset 
periodically through an auction process In February 2008, both Duke Energy Ohio and Duke Energy Indiana began to experience failed 
auctions for these debt instruments When failed auctions occur on a series of this debt, Duke Energy Ohio and Duke Energy Indiana are 
required to begin paying a failed-auction interest rate on the instrument The failed-auction interest rate for the majority of the auction rate 
debt is 2 0 times one-month London Interbank Offered Rate (LIBOR) Payment of the failed-auction interest rates will continue until Duke 
Energy Ohio and Duke Energy Indiana are able to either successfully remarket these instruments through the auction process, or refund and 
refinance the existing debt As discussed above, in January 2009, Duke Energy Indiana refunded $271 million of tax-exempt auction rate 
bonds through the issuance of $27 1 million of tax-exempt variable-rate demand bonds, which are supported by direct-pay fetters of credit 
While Duke Energy Ohio and Duke Energy Indiana have plans to refund and refinance their remaining auction rate tax-exempt bonds, the 
timing of such refinancing activities is uncertain and subject to market conditions If Duke Energy Ohio and Duke Energy Indiana are unable 
to successfully refund and refinance these debt instruments, the impact of paying higher interest rates on the outstanding auction rate debt is 
not expected to materially affect either Duke Energy Ohio's or Duke Energy Indiana's overall financial position, results of operations or cash 
flows The weighted-average interest rate associated wth Duke Energy Ohio's and Duke Energy Indiana's auction rate tax-exempt bonds, 
was 0 46% and 0 46% as of December 31, 2009, respectively, and 1 58% and 1 96% as of December 31, 2008, respectively 

Maturities, Call Options and Acceleration Clauses. 

Annual Maturities as of December 31. 2009 

Floating Rate Debt. Debt included approximately $1 4 billion and $1 6 billion of floating-rate debt as of December 31, 2009 and 2008, 

( in millions) 

201 0 
201 1 
2012 
2013 
2014 
Thereafter 

$ 117 
66 

658 
682 

73 
4,363 

Total long-term debt inrluding current maturities ' I )  $ 5 959 

(a) Excludes short-term notes payable of $1 135 million 

Cinergy has the ability under certain debt facilities to call and repay the obligation prior to its scheduled maturity Therefore the actual 
timing of future cash repayments could be materially different than the above as a result of Cinergy s ability to repay these obligations prior to 
their scheduled maturity 

Available Credit Facilities The total capacity under Duke Energy s master credit facility which expires in 2012 is approximately $3 14 
billion The credit facility contains an option allowng borrowing up to the full amount of the facility on the day of initial expiration for up to one 
year Duke Energy and certain of its wholly-owned subsidiaries including Duke Energy Ohio Duke Energy Indiana and Duke Energy 
Kentucky each have borrowing capacity under the master credit facility up to specified sub limits for each borrower However Duke Energy 
has the unilateral ability to increase or decrease the borrowing sub limits of each borrower subject to per borrower maximum cap limitations 
at any time At December 31 2009 Duke Energy Ohio Duke Energy Indiana and Duke Energy Kentucky had borrowing sub limits under 
Duke Energy's master credit facility of $650 million $450 million and $100 million respectively The amount available to Duke Energy Ohio 
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Duke Energy Indiana and Duke Energy Kentucky under their sub limits to Duke Energy's master credit facility has been reduced by draw 
downs of cash, borrowings through the money pool arrangement, and the use of the master credit facility to backstop the issuances of letters 
of credit and certain tax-exempt bonds 

Duke Energy Kentucky, borrowed a total of approximately $ 1  billion under Duke Energy's master credit facility. of which Duke Energy Ohio's, 
Duke Energy Indiana's and Duke Energy Kentucky's portions were approximately $279 million, $1 23 million and $74 million, respectively 
The loans under the master credit facility were revolving credit loans bearing interest at one-month LIBOR plus an applicable spread ranging 
from 19 to 24 basis points The loans for Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky had stated maturities of 
September 2009, however, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky had the ability under the master credit 
facility to renew the loans due in September 2009 on an annual basis up through the date the master credit facility matures in June 2012 As 
a result of these annual renewal provisions, in September 2009, Duke Energy Ohio and Duke Energy Indiana repaid and immediately re- 
borrowed approximately $279 million and $123 million, respectively, under the master credit facility Duke Energy Indiana has the intent and 
ability to refinance this obligation on a long-term basis, either through renewal of the terms of the loan through the master credit facility, which 
has non-cancelable terms in excess of one year, or through issuance of long-term debt to replace the amounts drawn under the master credit 
facility Accordingly, total borrowings by Duke Energy Indiana of $123 million are reflected as Long-term Debt on the Consolidated Balance 
Sheets at both December 31, 2009 and 2008 Additionally, Duke Energy Kentucky's borrowings of $74 million, which was repaid in 2009 
through funds obtained from the issuance of long-term debt as discussed above, was included in Long-term Debt on the Consolidated 
Balance Sheets at December 31, 2008 Duke Energy Ohio's borrowing under the master credit facility was repaid in the fourth quarter of 
2009, as discussed above As Duke Energy Ohio did not have the intent to refinance its borrowings on a long-term basis, amounts 
outstanding at December 31, 2008 of $279 million were reflected in Notes payable within Current Liabilities on the Consolidated Balance 
Sheets 

term obligations by nature, were classified as Long-term Debt on the Consolidated Balance Sheets due to Cinergy's intent and ability to 
utilize such borrowings as long-term financing Duke Energy's credit facility with non-cancelable terms in excess of one year as of the 
balance sheet date gives Cinergy the ability to refinance these short-term obligations on a long-term basis Of the $51 1 million of tax-exempt 
bonds outstanding at December 31, 2009. approximately $190 million were backstopped by Duke Energy's master credit facility, with the 
remaining balance backstopped by other specific long-term credit facilities separate from the master credit facility 

In September 2008, Duke Energy Indiana and Duke Energy Kentucky collectively entered into a $330 million three-year letter of credit 
agreement with a syndicate of banks, under which Duke Energy Indiana and Duke Energy Kentucky may request the issuance of letters of 
credit up to $279 million and $51 million. respectively, on their behalf to support various series of variable rate demand bonds issued or to be 
issued on behalf of either Duke Energy Indiana or Duke Energy Kentucky This credit facility, which is not part of Duke Energy's master credit 
facility, may not be used for any purpose other than to support variable rate demand bonds issued by Duke Energy Indiana and Duke Energy 
Kentucky 

Restrictive Debt Covenants. Duke Energy's debt and credit agreement contains various financial and other covenants, including, but 
not limited to, a covenant regarding the debt-to-total capitalization ratio at Duke Energy, Duke Energy Ohio, Duke Energy Kentucky and Duke 
Energy Indiana to not exceed 65% Duke Energy Ohio's, Duke Energy Kentucky's and Duke Energy Indiana's debt agreements also contain 
various financial and other covenants Failure to meet these covenants beyond applicable grace periods could result in accelerated due 
dates andlor termination of the agreements As of December 31, 2009, Duke Energy, Duke Energy Ohio. Duke Energy Kentucky and Duke 
Energy Indiana were in compliance with all covenants that would impact Duke Energy Ohio's, Duke Energy Kentucky's or Duke Energy 
Indiana's ability to borrow funds under the debt and credit facilities In addition, some credit agreements may allow for acceleration of 
payments or termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or some 
of its subsidiaries None of the debt or credit agreements contain material adverse change clauses 

In September 2008, Duke Energy and certain of its wholly-owned subsidiaries, including Duke Energy Ohio, Duke Energy Indiana and 

As of December 31, 2009 and 2008, approximately $51 1 million and $357 million, respectively, of tax-exempt bonds, which are short- 

15. Variable Interest Entities 
Power Sale Special Purpose Entities (SPES) Cinergy is the primary beneficiary of and consolidates two thinly-capitalized SPEs that 

have been created to finance and execute individual power sale agreements with Central Maine Power Company (CMP) for approximately 
45 MW of capacity, which expired in 2009. and 35 MW of capacity. ending in 2016 In addition, these SPEs have individual power purchase 
agreements (PPA) with Duke Energy Commercial Enterprises. Inc (DECE), formerly Cinergy Capital & Trading, Inc , a wholly-owned 
subsidiary of Cinergy, to supply the power DECE also provides various services, including certain credit support facilities The following 
summarizes the structure of each entity. 

CrnCap IV. CinCap IV was created in July 1998 to facilitate the buyout of a power sales agreement that Stratton Energy Associates 
(Stratton) held with CMP Approximately $159 million was paid to Stratton to buyout that contract This capital was raised through two debt 
tranches (approximately 96 7% of CinCap IV capitalization) and equity (approximately 3 3% of CinCap IV capitalization) The equity was 
provided by 1998 CinPower Trust, which m turn is owned 90% by Barclays Bank (3% holder) and 10% by DECE The capitalrzation (along 
with certain miscellaneous fees) of CinCap IV is to be repaid through a monthly reservation payment from CMP Contemporaneous with the 
buyout of the Stratton PPA, CinCap IV executed a power sales agreement with CMP (Replacement PPA) to deliver 45 MW of capacity and 
energy to CMP CinCap IV also executed a power purchase agreement with DECE (Supply PPA) that contains virtually identical terms 
except for the aforementioned reservation payment and a $3 less per MWh energy charge Cinergy guaranteed the performance of DECE 
under this PPA (wlh market-based liquidated damages), but did not guarantee the payment by CinCap IV on its debt obligations This 
agreement expired in 2009 As of December 31, 2009, the balance on the Consolidated Balance Sheets related to CinCap IV was an 
insignificant amount 

CBiCap V. CinCap V was created in February 1999 to facilitate the buyout of a power sales agreement that Alternative Energy (AEI) 
held with CMP Approximately $96 million was paid to AEI to buyout that contract This capital was raised through two debt tranches 
(approximately 96 7% of CinCap V capitalization) and equity (approximately 3 3% of CinCap V capitalization) The equity was provided by 
two parties (a) 90% by Franklin Life Insurance Company and (b) 10% by DECE The capitalization (along with certain miscellaneous fees) of 
CinCap V is being repaid through a monthly reservation payment from CMP Contemporaneous with the buyout of the AEI PPA, CinCap V 
executed a power sales agreement with CMP (Replacement PPA) to deliver 35 MW (only 25 in certain months) of capacity and energy to 
CMP through December 2016 CtnCap V also executed a power purchase agreement with DECE (Supply PPA) that contains virtually 
identical terms, except for the aforementioned reservation payment and a $0 50 less per MWh energy charge Cinergy guarantees the 
performance of DECE under this PPA (with market-based lrquidated damages), but does not guarantee the payment by CinCap V on its debt 
obligations 

These two SPEs meet the accounting definition of a VIE because the equity investment at risk in these SPEs is insufficient to permit the 
financing of their activities without additional subordinated financial support (I e , debt financing) As a result of a quantitative analysis of the 
contractual, ownership, and other financial interests in the SPEs (I e , variable interests). Cinergy has been deemed the primary beneficiary 
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of these entities as i t  absorbs a majority of the expected losses of these SPEs Accordingly, Cinergy consolidates these SPEs and, as such, 
the transactions between DECE and the two SPEs are eliminated in consolidation 

As a result of the consolidation of these two SPEs. approximately $94 million and $1 17 million of notes receivable are included on the 
Consolidated Balance Sheets at December 31, 2009 and 2008, respectively. Of these amounts, $8 million and $24 million are included in 
Receivables on the Consolidated Balance Sheets and $86 million and $93 million are included in Notes Receivable on the Consolidated 
Balance Sheets at December 31, 2009 and 2008, respectively Approximately $89 million and $108 million of non-recourse debt is included 
on the Consolidated Balance Sheets, of which $8 million and $19 million is included in Current Maturities of Long-Term Debt on the 
Consolidated Balance Sheets and $81 million and $89 million is included in Long-Term Debt on the Consolidated Balance Sheets at 
December 3 1, 2009 and 2008, respectively. In addition, miscellaneous other assets and liabilities are included on Cinergy's Consolidated 
Balance Sheets at December 31,2009 and 2008 The debt was incurred by the SPEs to finance the buyout of the existing power contracts 
that CMP held with the former suppliers The notes receivable is comprised of two separate notes with one counterparty, whose credit rating 
is BBB+ The cash flows from the notes receivable are designed to repay the debt The first note receivable matured in August 2009, and 
had a balance of $17 million at December 31, 2008, at an effective interest rate of 7 81% The second note receivable, with a balance of $94 
million and $100 million at December 31, 2009 and 2008, respectively, bears an effective interest rate of 9 23% and matures in December 
2016 

The following table reflects the maturities of the Notes Receivable as of December 31, 2009. 

Notes Receivable Maturities 

( in millions) 

2010 
201 1 

2013 
2012 

2014 
Thereafter 

$ 8 
10 
1 1  
13 
15 
37 

Total $ 94 

Accounts Receivable Securitization 
Cinergy Receivables Company. During 2002, Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky entered into an 

agreement to sell certain of their accounts receivable and related collections through Cinergy Receivables, a bankruptcy remote, QSPE 
Cinergy Receivables is a wholly-owned limited liability company of Cinergy and was formed in 2002 through a $5 million equity contribution 
by Cinergy to purchase certain accounts receivable of Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky The purpose of 
the formation of Cinergy Receivables was to improve liquidity at the lowest possible financing cost As a result of fhe securitization, Duke 
Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky sell, on a revolving basis, nearly all of their retail accounts receivable and a 
portion of their wholesale accounts receivable and related collections The securitization transaction was structured to meet the criteria for 
sale accounting treatment under the accounting guidance for transfers and servicing of financial assets and, accordingly through December 
3 1 ,  2009, the transfers of receivables were accounted for as sales The adoption of the revised accounting guidance for transfers and 
servicing of financial assets, as discussed further in Note 1, will not have a significant impact on the accounting treatment and/or financial 
statement presentation of Cinergy's accounts receivable securitization programs 

a portion of the purchase price (typically approximates 25% of the total proceeds) The note, which amounts to approximately $340 million 
and $292 million at December 31, 2009 and 2008. respectively, is subordinate to senior loans that Cinergy Receivables obtains from 
commercial paper conduits controlled by unrelated financial institutions Cinergy Receivables provides credit enhancement related to senior 
loans in the form of over-collateralization of the purchased receivables However, the over-collateralization is calculated monthly and does 
not extend to the entire pool of receivables held by Cinergy Receivables at any point in time As such, these senior loans do not have 
recourse to all assets of Cinergy Receivables These loans provide the cash portion of the proceeds paid to Duke Energy Ohio, Duke Energy 
Indiana and Duke Energy Kentucky 

This subordinated note is a retained interest (right to receive a specified portion of cash flows from the sold assets) under the 
accounting guidance for transfers and servicing of financial assets and is classified within Receivables in the accompanying Consolidated 
Balance Sheets at December 31, 2009 and 2008 In addition, Cinergy's investment in Cinergy Receivables constitutes a purchased 
beneficial interest (purchased right to receive specified cash flows, in this case residual cash flows), which is subordinate to the retained 
interests held by Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky 

In 2008, Cinergy Receivables and Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana amended the governing 
purchase and sale agreement to allow Cinergy Receivables to convey its bankrupt receivables to the applicable originator for consideration 
equal to the fair market value of such receivables as of the disposition date The amount of bankrupt receivables sold is limited to 1% of 
aggregate sales of the originator during the most recently completed 12 month period Cinergy Receivables and Duke Energy Ohio, Duke 
Energy Kentucky and Duke Energy Indiana completed a sale under this amendment in 2008 

Per the governing purchase and sale agreement, Cinergy Receivables is required to maintain a niinimum net worth of $3 million In 
December 2008. Cinergy Receivables recorded a $15 million increase in its provision for uncollectible accounts which reduced its net worth 
below the $3 million threshold During the first quarter of 2009, Cinergy infused approximately $3 5 million of equity into Cinergy Receivables 
to remedy the net worth deficiency In June 2009, Cinergy Receivables recorded a $5 million increase in its provision for uncollectible 
accounts which reduced its net worth below the $3 million threshold During July 2009, Cinergy infused $7 million of equity into Cinergy 
Receivables to remedy the net worth deficiency In December 2009, Cinergy Receivables recorded a $3 million increase in its provision for 
uncollectible accounts which reduced its net worth below the $3 million threshold During February 2010, Cinergy infused approximately $G 
million of equity into Cinergy Receivables to remedy the net worth deficiency The great amount of receivables in arrears is partially 
attributable to the economic downturn starting in 2008 having a negative impact on customers' ability to pay their utility bills Cinergy 
Receivables, Duke Energy Ohio. Duke Energy Kentucky and Duke Energy Indiana will continue to monitor arrearages to determine whether 
an other-than-temporary impairment has occurred 

The proceeds obtained from the sales of receivables are largely cash but do include a subordinated note from Cinergy Receivables for 
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Duke Energy Ohio, Duke Energy Kentucky and Duke Energy Indiana retain servicing responsibilities for their role as collection agents 
on the amounts due on the sold receivables However, Cinergy Receivables assumes the risk of collection on the purchased receivables 
without recourse to Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky in the event of a loss While no direct recourse to 
Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky exists, these entities risk loss in the event collections are not sufficient 
to allow for full recovery of their retained interests No servicing asset or liability is recorded since the servicing fee paid to Duke Energy Ohio 
approximates a market rate 

The carrying values of the retained interests are determined by allocating the carrying value of the receivables between the assets sold 
and the interests retained based on relative fair value The key assumptions used in estimating the fair value for 2009 were an anticipated 
credit loss ratio of 0 6%, a discount rate of 2.7% and a receivable turnover rate of 1 1 6% The key assumptions used in estimating the fair 
value for 2008 were an anticipated credit loss ratio of 0 6%. a discount rate of 5.3% and a receivable turnover rate of 11.4%. Because (i) the 
receivables generally turnover in less than two months, (ii) credit losses are reasonably predictable due to the broad customer base and lack 
of significant concentration, and (iii) the purchased beneficial interest is subordinate to all retained interests and thus would absorb losses 
first, the allocated bases of the subordinated notes are not materially different than their face value. The hypothetical effect on the fair value 
of the retained interests assuming both a 10% and a 20% unfavorable variation in credit losses or discount rates is not material due to the 
short turnover of receivables and historically low credit loss history Interest accrues to Duke Energy Ohio, Duke Energy Indiana and Duke 
Energy Kentucky on the retained interests using the accretable yield method, which generally approximates the stated rate on the notes 
since the allocated basis and the face value are nearly equivalent, Cinergy records income from Cinergy Receivables in a similar manner. An 
impairment charge would be recorded against the carrying value of both the retained interests and purchased beneficial interest in the event 
it is determined that an other-than-temporary impairment has occurred 

during the years ended December 31, 2009 and 2008. 
The following table shows the gross and net receivables sold, retained interests, purchased beneficial interest, sales, and cash flows 

2009 2008 

( in millions) 

Receivables sold as of December 31, 
Less Retained interests 

Net receivables sold as of December 31, 

Purchased beneficial interest 
Sales 
Receivables sold 
Loss recognized on sale 
Cash flows 
Cash proceeds from receivables sold 
Collection fees received 
Return received on retained interests 

$ 619 
340 

$ 748 
292 

$ 279 

$ - -  

$ 5,506 
43 

$ 5,416 
3 

27 

$ 456 

$ - -  

$ 5,717 
60 

$ 5,664 
3 
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Cash flows from the sale of receivables are reflected within Operating Activities on the Consolidated Statements of Cash Flows 
Collection fees received in connection with the servicing of transferred accounts receivable are included in Operation, maintenance and 

other on the Consolidated statements of Operations 
The loss recognized on the sale of receivables is calculated monthly by multiplying the receivables sold during the month by the 

required discount which is derived monthly utilizing a three year weighted average formula that considers charge-off history, late charge 
history, and turnover history on the sold receivables, as well as a component for the time value of money The discount rate, or component 
for the time value of money. is calculated monthly by summing the prior month-end LlBOR rate plus a fixed rate of 2 39% 

16. Commitments and Contingencies 

General Insurance 
Effective with the date of the merger between Duke Energy and Cinergy. Cinergy carries, either directly or through Duke Energy's 

captive insurance company, Bison Insurance Company Limited, insurance and reinsurance coverages consistent with companies engaged in 
similar commercial operations with similar type properties Cinergy's insurance coverage includes (i) commercial general public liability 
insurance for liabilities arising to third parties for bodily injury and property damage resulting from Cinergy's operations, (ii) workers' 
compensation liability coverage to required statutory limits. (iii) automobile liability insurance for all owned, non-owned and hired vehicles 
covering liabilities to third parties for bodily injury and property damage, (iv) insurance policies in support of the indemnification provisions of 
Cinergy's by-laws and (v) property insurance covering the replacement value of all real and personal property damage, excluding electric 
transmission and distribution lines. including damages arising from boiler and machinery breakdowns, earthquake, flood damage and extra 
expense All coverage is subject to certain deductibles or retentions, terms and conditions common for companies with similar types of 
operations 

Cinergy also maintains excess liability insurance coverage above the established primary limits for commercial general liability and 
automobile liability insurance Limits, terms, conditions and Jeductibles are comparable to those carried by other companies with similar 
types of operations 

markets 

Environmental 

environmental matters These regulations can be changed from time to time. imposing new obligations on Cinergy 

include some properties that are part of ongoing Cinergy operations, sites formerly owned or used by Cinergy entities, and sites owned by 
third parties Remediation typically involves management of contaminated soils and may involve groundwater remediation Managed in 

The cost of Cinergy's general insurance coverages can fluctuate year to year reflecting the changing conditions of the insurance 

Cinergy is subject to federal. state and local regulations regarding air and water quality, hazardous and solid waste disposal and other 

Remediation Activities. Cinergy and its affiliates are responsible for environmental remediation at various contaminated sites These 
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conjunction with relevant federal, state and local agencies, activities vary with site conditions and locations, remedial requirements, 
complexity and sharing of responsibility. If remediation activities involve statutory joint and several liability provisions, strict liability, or cost 
recovery or contribution actions, Cinergy or its affiliates could potentially be held responsible for contamination caused by other parties In 
some instances, Cinergy may share liability associated with contamination with other potentially responsible parties, and may also benefit 
from insurance policies or contractual indemnities that cover some or all cleanup costs All of these sites generally are managed in the 
normal course of business or affiliate operations During 2009, Duke Energy Indiana recorded additional reserves associated with 
remediation activities at certain manufactured gas plant sites and it is anticipated that additional costs associated with remediation activities 
at certain of its sites will be incurred in the future 

Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets were total accruals related to 
extended environmental-related activities of approximately $37 million and $27 million as of December 31, 2009 and 2008. respectively 
These accruals represent Cinergy's provisions for costs associated with remediation activities at some of its current and former sites, as well 
as other relevant environmental contingent liabilities Management, in the normal course of business, continually assesses the nature and 
extent of known or potential environmental-related contingencies and records liabilities when losses become probably and are reasonably 
estimable Costs associated with remediation activities within Cinergy's regulated operations are typically expensed unless recovery of the 
costs is deemed probable On August 10, 2009, Duke Energy Ohio filed an application with the PUCO for approval to defer costs related to 
Manufactured Gas Plant site remediation In November 2009, Duke Energy Ohio received approval from the PUCO and recorded 
approximately $20 million in deferred costs 

Clean Water Act  316(b). The EPA finalized its cooling water intake structures rule in July 2004 The rule established aquatic protection 
requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs, estuaries, 
oceans, or other U S waters for cooling purposes Fourteen of the 23 coal-fired generating facilities in which Cinergy is either a whole or 
partial owner are affected sources under that rule On April 1 ,  2009, the U S Supreme Court ruled in favor of the appellants that the EPA 
may consider costs when determining which technology option each site should implement Depending on how the cost-benefit analysis is 
incorporated into the revised EPA rule, the analysis could narrow the range of technology options required for each of the 14 affected 
facilities Because of the wide range of potential outcomes. Cinergy is unable to estimate its costs to comply at this time 

Clean Air Interstate Rule (CAR). The EPA finalized its CAlR in May 2005 The CAlR limits total annual and summertime NO, 
emissions and annual SO2 emissions from electric generating facilities across the Eastern U S through a two-phased cap-and-trade 
program Phase 1 began in 2009 for NO, and begins in 2010 for SO2 Phase 2 begins in 201 5 for both NO, and SOz On March 25, 2008, the 
U S Court of Appeals for the District of Columbia (D C Circuit) heard oral argument in a case involving multiple challenges to the CAlR On 
July 11, 2008, the D C Circuit issued its decision in North Carolina v EPA No 05- 1244 vacating the CAlR The EPA filed a petition for 
rehearing on September 24, 2008 with the D C Circuit asking the court to reconsider various parts of its ruling vacating the CAlR In 
December 2008, the D C Circuit issued a decision remanding the CAlR to the EPA without vacatur The EPA must now conduct a new 
rulemaking to modify the CAlR in accordance with the court's July 11, 2008 opinion This decision means that the CAlR as initially finalized in 
2005 remains in effect until the new EPA rule takes effect The EPA has indicated that it currently plans on issuing a proposed rule in the 
April-May 2010 timeframe It is uncertain how long the current CAlR will remain in effect or how the new rulemaking will alter the CAIR 

Cinergy plans to spend approximately $75 million between 2010 and 2014 (approximately $65 million in Ohio and $10 million in 
Indiana) to comply with Phase t of CAlR Cinergy is currently unable to estimate the costs to comply with any new rule the EPA will issue in 
the future as a result of the D C District Court's December 2008 decision discussed above The IURC issued an order in 2006 granting Duke 
Energy Indiana approximately $ 1  07 billion in rate recovery to cover its estimated Phase 1 compliance costs of the CAlR and the Clean Air 
Mercury Rule (see below) in Indiana Duke Energy Ohio received partial recovery of depreciation and financing costs related to 
environmental compliance projects for 2009-201 1 through its ESP 

period 201 0-2014 to install synthetic caps and liners at existing and new CCP landfills and to convert CCP handling systems from wet to dry 
systems 

The €PA and a number of states are considering additional regulatory measures that will contain specific and more detailed 
requirements for the management and disposal of coal combustion products. primarily ash, from Cinergy's coal-fired power plants The EPA 
has indicated that it intends to propose a rule early in 2010 Additional laws and regulations under consideration which more stringently 
regulate coal ash, including the potential regulation of coal ash as hazardous waste, will likely increase costs for Cinergy's coal facilities 
Cinergy is unable to estimate its potential costs at this time 

received a notice from the EPA that it has been identified as a potentially responsible party under CERCLA at the LWD, Inc , Superfund Site 
in Calvert City, Kentucky At this time, Duke Energy Ohio does not have any further information regarding the scope of potential liability 
associated with this matter 

Litigation 
New Source Review (NSR). In 1999-2000 the U S Department of Justice, acting on behalf of the EPA and joined by various citizen 

groups and states, filed a number of complaints and notices of violation against multiple utilities across the country for alleged violations of 
the NSR provisions of the Clean Air Act (CAA) Generally, the government alleges that projects performed at various coal-fired units were 
major modifications, as defined in the CAA. and that the utilities violated the CAA when they undertook those projects without obtaining 
permits and installing the best available emission controls for S02. NO, and particulate matter The complaints seek injunctive relief to 
require installation of pollution control technology on various generating units that allegedly violated the CAA, and unspecified civil penalties 
in amounts of up to 532,500 per day for each violation A number of Cinergy's plants have been subject to these allegatioiis Cinergy asserts 
that there were no CAA violations because the applicable regulations do not require permitting in cases where the projects undertaken are 
"routine" or otherwise do not result in a net increase in emissions 

Duke Energy Ohio and Duke Energy Indiana alleging various violations of the CAA for various projects at six Cinergy owned and co-owned 
generating stations in the Midwest Three northeast states and two environmental groups have intervened in the case A jury trial 
commenced on May 5, 2008 and jury verdict was returned on May 22, 2008 The jury found in favor of Cinergy Duke Energy Ohio and Duke 
Energy Indiana on all but three units at Wabash River Additionally, the plaintiffs had claimed that Duke Energy Ohio violated an 
Administrative Consent Order entered into in 1998 between the EPA and Cmergy relating to alleged violations of Ohio's State 
Implementation Plan (SIP) provisions governing particulate matter at Duke Energy Ohio's W C Beckjord Station 

A remedy trial for violations previously established at the Wabash River and W C Beckjord Stations was held during the week of 
February 2, 2009 On May 29, 2009 the court issued its remedy ruling and ordered the following relief (i) Wabash River Units 2, 3 and 5 to 
be permanently retired by September 30 2009. (ti) surrender of SO2 allowances equal to the emissions from Wabash River Units 2. 3 and 5 
from May 22 2008 through September 30, 2009 (iii) civil penalty in the amount of $687.500 for Beckjord violations, and (iv) installation of a 
particulate continuous emissions monitoring system at the W C Beckjord Station Units 1 and 2 The civil penalty has been paid On 

Coal Combustion Product (CCP) Management Cinergy currently estimates that it will spend approximately $285 million over the 

Comprehensive Environmental Response, Compensation, and  Liability Ac t  (C€/?CLA) Matter. In August 2008. Duke Energy Ohio 

In November 1499. the U S brought a lawsuit in the U S Federal District Court for the Southe:n District of Indiana against Cinergy, 
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September 22, 2009, defendants filed a notice of appeal with the Seventh Circuit Court of Appeals of the judgment relating to Wabash River 
Units 2, 3 and 5 That appeal is still pending As of September 30, 2009, Wabash River Units 2, 3 and 5 have been retired On October 21, 
2008. Plaintiffs filed a motion for a new liability trial claiming that defendants misled the plaintiffs and the jury by, among other things, not 
disclosing a consulting agreement wilh a fact witness and by referring to that witness as "retired" during the liability trial when in fact he was 
working for Cinergy under the referenced consulting agreement in connection with the trial. On December 18, 2008, the court granted 
plaintiffs' motion for a new liability trial on claims for which Cinergy was not previously found liable. That new trial commenced on May 11, 
2009 On May 19, 2009, the jury announced its verdict finding in favor of Cinergy on four of the remaining six projects at issue The two 
projects in which the jury found violations were undertaken at Units 1 and 3 of the Gallagher Station in Indiana A remedy trial on those two 
violations was scheduled to commence on January 25, 2010, however, the parties reached a negotiated agreement on those issues and filed 
a proposed consent decree with the court on December 22, 2009 for public comment and approval On March 18, 2010, the court approved 
and entered the consent decree The substantive terms of the decree require. (i) conversion of Gallagher units 1 and 3 to natural gas 
combustion by 2013, (ii) installation of additional pollution controls at Gallagher units 2 and 4 by 201 1; and (iii) additional environmental 
projects, payments and penalties Cinergy estimates that these and other actions in the settlement will cost at least $88 million 

Indiana and certain affiliated companies alleging CAA violations at the Edwardsport power station. On June 30, 2008, defendants filed a 
motion to dismiss, or alternatively to stay, this litigation on jurisdictional grounds The District Court denied that motion The defendants 
subsequently filed a motion for summary judgment alleging that the applicable statute of limitations bars all of plaintiffs' claims Plaintiffs filed 
two motions for partial summary judgment requesting rulings on the applicability of certain legal standards On January 26, 2010, the parties 
filed a joint motion to,stay all proceedings and deadlines pending the court's ruling on the motions for summary judgment. On February 2, 
2010, the motion to stay was granted, although the trial is still set to commence on January 10, 201 1 

On July 31, 2009, the EPA served a request for information under section 1 14 of the CAA on Cinergy and Duke Energy Ohio 
requesting information pertaining to various maintenance projects and emissions and operations data relevant to the Miami Fort and W C 
Beckjord stations in Ohio Cinergy's objections and responses to the EPAs section 1 14 request were filed on September 28. 2009 and 
Cinergy continues to provide information to the EPA 

It is not possible to estimate the damages, if any, that Cinergy might incur in connection with these matters Ultimate resolution of these 
matters relating to NSR, even in settlement, could have a material adverse effect on Cinergy's consolidated results of operations, cash flows 
or financial position However, Cinergy will pursue appropriate regulatory treatment for any costs incurred in connection with such resolution 

Section 126 Petitions In March 2004, the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that 
sources in 13 upwind states, including Ohio and Indiana, significantly contribute to North Carolina's non-attainment with certain ambient air 
quality standards In August 2005, the EPA issued a proposed response to the petition The EPA proposed to deny the ozone portion of the 
petition based upon a lack of contribution to air quality by the named states. The EPA also proposed to deny the particulate matter portion of 
the petition based upon the CAlR Federal Implementation Plan (FIP) that would address the air quality concerns from neighboring states. On 
April 28, 2006, the EPA denied North Carolina's petition based upon the final CAlR FIP described above North Carolina has filed a legal 
challenge to the EPAs denial Briefing in that case is under way On March 5, 2009 the D C Circuit remanded the case to the EPA for 
reconsideration The EPA has conceded that the D C Circuit's July 18, 2008 decision in the CAlR litigation, North Carolina v €?A No 05- 
1244, discussed above, and a subsequent order issued by the D C Circuit on December 23, 2008, have eliminated the legal basis for the 
EPAs denial of North Carolina's Section 126 petition At this time, Cinergy cannot predict the outcome of this proceeding 

Carbon Dioxide (Cod Litigation. In July 2004, the states of Connecticut, New York, California, Iowa, New Jersey, Rhode Island, 
Vermont, Wisconsin and the City of New York brought a lawsuit in the U S District Court for the Southern District of New York 
against Cinergy, American Electric Power Company, Inc , American Electric Power Service Corporation, The Southern Company, Tennessee 
Valley Authority, and Xcel Energy lnc A similar lawsuit was filed in the U S District Court for the Southern District of New York against the 
same companies by Open Space Institute, Inc , Open Space Conservancy, Inc.. and The Audubon Society of New Hampshire These 
lawsuits allege that the defendants' emissions of COz from the combustion of fossil fuels at electric generating facilities contribute to global 
warming and amount to a public nuisance The complaints also allege that the defendants could generate the same amount of electricity 
while emitting significantly less COZ The plaintiffs are seeking an injunction requiring each defendant to cap its COzemissions and then 
reduce them by a specified percentage each year for at least a decade In September 2005, the District Court granted the defendants' motion 
to dismiss the lawsuit The plaintiffs have appealed this ruling to the Second Circuit Court of Appeals Oral arguments were held before the 
Second Circuit Court of Appeals on June 7, 2006 In September 2009, the Court of Appeals issued an opinion reversing the district court and 
reinstating the lawsuit Defendants filed a petition for rehearing en banc It is not possible to predict with certainty whether Cinergy will incur 
any liability or to estimate the damages, if any, that Cinergy might incur in connection with this matter 

Zimmer Generating Station (Zimmer Station) Lawsuit In November 2004, a citizen of the Village of Moscow, Ohio, the town 
adjacent to Duke Energy Ohio's Zimmer Station, brought a purported class action in the U S District Court for the Southern District of Ohio 
seeking monetary damages and injunctive relief against Duke Energy Ohio for alleged violations of the CAA, the Ohio SIP. and Ohio laws 
against nuisance and common law nuisance The plaintiffs have filed a number of additional notices of intent to sue and two lawsuits raising 
claims similar to those in the original claim One lawsuit was dismissed on procedural grounds, and the remaining two have been 
consolidated On December 28, 2006, the District Court certified this case as a class action In March 2009, a settlement in principle was 
reached with the class plaintiffs and approved by the court in September 2009 The settlement will not have a material adverse effect on 
Duke Energy Ohio's consolidated results of operations. cash flows or financial position 

Dunavan Waste Superfund Site. In July and October 2005, Duke Energy Indiana received notices from the EPA that it has been 
identified as a de minimus potentially responsible party under CERCLA at the Dunavan Waste Oil Site in Oakwood. Vermilion County, 
Illinois At this time, Duke Energy Indiana does not have any further information regarding the scope of potential liability associated with this 
matter 

Hurricane Katrina Lawsuit In April 2006 Cinergy was named in the third amended complaint of a purported class action lawsuit filed 
in the U S District Court for the Southern District of Mississippi Plaintiffs claim that Cinergy, along with numerous other utilities. oil 
companies. coal companies and chemical companies, are liable for damages relating to losses suffered by victims of Hurricane Katrina 
Plaintiffs claim that defendants' greenhouse gas emissions contributed to the frequency and intensity of storms such as Hurricane Katrina 
On August 30. 2007, the court dismissed the case The plaintiffs have filed their appeal to the Fifth Circuit Court of Appeals In October 2009. 
the Court of Appeals issued a ruling reversing the lower court ruling Duke Energy Ohio is currently evaluating its options fo rehearing and 
appeal it is not possible to predict w th  certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that 
Duke Energy Ohio might incur in connection wth this matter 

Duke Energy Ohio in federal court in the Southern District of Ohio Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas & 
Electric Company (CG&E)). conspired to provrde inequitable and unfair price advantages for certain large business consumers by entering 
into non-public option agreements w th  such consumers in exchange for their withdrawal of challenges to Duke Energy Ohio's (then CG&E's) 
pending RSP. which was implemented in early 2005 Duke Energy Ohio denies the allegations made in the lawsuit Following Duke Energy 

On April 3, 2008, the Sierra Club filed another lawsuit in the U S. District Court for the Southern District of Indiana against Duke Energy 

Ohio Antitrust Lawsuit In January 2008 four plaintiffs including individual, industrial and non-profit customers, filed a lawsuit against 
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Ohio's filing of a motion to dismiss plaintiffs' claims, plaintiffs amended their complaint on May 30, 2008 Plaintiffs now contend that the 
contracts at issue were an illegal rebate which violate antitrust and Racketeer Influenced and Corrupt Organizations (RICO) statutes 
Defendants have again moved to dismiss the claims On March 31, 2009, the District Court granted Duke Energy Ohio's motion to dismiss 
Plaintiffs have filed a motion to alter or set aside the judgment. 

Asbestos-related Injuries and Damages Claims. Duke Energy Indiana and Duke Energy Ohio have been named as defendants or 
co-defendants in lawsuits related to asbestos at their electric generating stations. The impact on Cinergy's consolidated results of operations, 
cash flows or financial position of these cases to date has not been material. Based on estimates under varying assumptions concerning 
uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos during construction or maintenance of 
Duke Energy Indiana and Duke Energy Ohio generating plants, (ii) the possible incidence of various illnesses among exposed workers, and 
(iii) the potential settlement costs without federal or other legislation that addresses asbestos tort actions, Cinergy estimates that the range of 
reasonably possible exposure in existing and future suits over the foreseeable future is not material This estimated range of exposure may 
change as additional settlements occur and claims are made and more case law is established 

arising in the ordinary course of business, some of which involve substantial amounts. Cinergy believes that the final disposition of these 
proceedings will not have a material adverse effect on its consolidated results of operations, cash flows or financial position. 

Cinergy has exposure to certain legal matters that are described herein As of both December 31, 2009 and 2008. Cinergy has 
recorded insignificant reserves for these proceedings and exposures. Cinergy expenses legal costs related to the defense of loss 
contingencies as incurred 

Other Commitments and Contingencies 

purchase contracts) that may or may not be recognized on the Consolidated Balance Sheets. Some of these arrangements may be 
recognized at the market value on the Consolidated Balance Sheets as undesignated hedge contracts or qualifying hedge positions 

Operating and Capital Lease Commitments 
Cinergy leases assets in several areas of its operations Consolidated rental expense for operating leases, which is included in 

Operation, Maintenance and Other on the Consolidated Statements of Operations, was approximately $51 million and $60 million for the 
years ended December 31, 2009 and 2008. respectively Capitalized lease obligations are classified as debt on the Consolidated Balance 
Sheets (see Note 14) Amortization of assets recorded under capital leases was included in Depreciation and Amortization on the 
Consolidated Statements of Operations The following is a summary of future minimum lease payments under operating leases, which at 
inception had a noncancelable term of more than one year, and capital leases as of December 31, 2009. 

Other Litigation and  Legal Proceedings Cinergy and its subsidiaries are involved in other legal, tax and regulatory proceedings 

General Cinergy enters into various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or power 

Operating Capital 
Leases Leases 

(in millions) 
- ~ -  

201 0 
201 1 
2012 
201 3 
2014 
Thereafter 

Total future minimum lease payments 

$ 40 $ 13 
35 12 
29 12 
24 11 
16 9 
46 21 

$ 190 $ 78 

17. Guarantees and Indemnifications 
Cinergy has various financial and performance guarantees and indemnifications, discussed below, which are issued in the normal 

course of business Cinergy enters into these arrangements to facilitate commercial transactions with third parties by enhancing the value of 
the transaction to the third party 

Cinergy has issued performance guarantees to customers and other third parties that guarantee the payment and performance of other 
parties, including certain non-wholly-owned consolidated entities, as well as guarantees of debt of certain non-consolidated entities and less 
than wholly-owned consolidated entities If such entities were to default on payments of performance, Cinergy would be required under the 
guarantees to make payments on the obligations of the less than wholly-owned entity The maximum potential amount of future payments 
Cinergy could have been required to make under these performance guarantees as of December 31, 2009 was approximately 5155 million. 
Approximately S49 million of the performance guarantees expire between 2015 and 2019, with the remaining performance guarantees 
having no contractual expiration 

agreements with vendors and other third parties These agreements typically cover environmental, tax litigation and other matters. as well as 
breaches of representations, warranties and covenants Typically, claims may be made by third parties for various periods of time depending 
on the nature of the claim Cinergy's potential exposure under these indemnification agreements can range from a specified amount, such as 
the purchase price, to an unlimited dollar amount, depending on the nature of the claim and the particular transaction Cinergy is unable to 
estimate the total potential amourit of future payments under these indemnification agreements due to several factors. such as the unlimited 
exposure under certain guarantees 

insignificant both individually and in the aggregate 

Cinergy has entered into various indemnification agreements related to purchase and sale agreements and other types of contractual 

At December 31 2009, the amounts of the fair value recorded for the guarantees and indemnifications mentioned above are 
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18. Employee Benefit Plans 
Cinergy maintains qualified, non-contributory defined benefit retirement plans. The plans cover employees using a cash balance 

formula Under a cash balance formula, a plan participant accumulates a retirement benefit consisting of pay credits that are based upon a 
percentage (which varies with age and years of service) of current eligible earnings and current interest credits Certain legacy Cinergy 
employees are covered under plans that use a final average earnings formula. Under a final average earnings formula, a plan participant 
accumulates a retirement benefit equal to a percentage of their highest 3-year average earnings, plus a percentage of their highest 3-year 
average earnings in excess of covered compensation per year of participation (maximum of 35 years), plus a percentage of their highest 3- 
year average earnings times years of participation in excess of 35 years Cinergy also maintains non-qualified, non-contributory defined 
benefit retirement plans which cover certain executives 

Duke Energy's policy is to fund amounts on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 
participants During 2009. Cinergy made contributions to its qualified pension plans of approximately $571 million. Cinergy did not make any 
contributions to its defined benefit retirement plans in 2008 

Actuarial gains and losses are amortized over the average remaining service period of the active employees The average remaining 
service period of active employees covered by the qualified retirement plans is 11 years. The average remaining service period of active 
employees covered by the non-qualified retirement plans is 10 years. Cinergy determines the market-related value of plan assets using a 
calculated value that recognizes changes in fair value of the plan assets in a particular year on a straight line basis over the next five years 

the cost of the respective benefit plan for the periods presented However, portions of the net periodic benefit costs disclosed in the tables 
below have been capitalized as a component of property, plant and equipment 

Cinergy uses a December 31 measurement date for its plan assets 
Amounts presented below represent the amounts of pension and other post-retirement benefit cost allocated to Cinergy Additionally, 

Net periodic benefit costs disclosed in the tables below for the qualified, non-qualified and other post-retirement benefit plans represent 

Cinergy is allocated its proportionate share of pension and other post-retirement benefit cost for employees of Duke Energy's shared 
services affiliate that provides support to Cinergy These allocated amounts are included in the governance and shared services costs 
discussed in Note 1 1  

Qualified Pension Plans 

Components of Net Periodic Pension Costs: Qualified Pension Plans 

For the Years Ended December 31 

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

Net periodic pension costs 

2009'" 2008'"' 

( in millions) 
$ 35 $ 38 

123 120 
(158) (138) 

5 5 
7 a 

$ 12 $ 33 

(a) These amounts exclude approximately $10 million and $13 million for the years ended December 31, 2009 and 2008, respectively, of 
regulatory asset amortization resulting from purchase accounting 

Qualified Pension Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income and Regulatory Assets 

For the year ended 
December 31,2009 

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

Deferred income tax asset 
Prior service credit arising during 2009 
Actuarial gain arising during 2009 
Amoritzation of prior year prior service cost 

Net amount recognized in accumulated other comprehensive (income) loss 

( in millions) 
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Reconciliation of Funded Status t o  Net Amount Recognized: Qualified Pension Plans 
As of and for the Years ended 

December 31, 

Change in Projected Benefit Obligation 
Obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial losses (gains) 
Plan amendments 
Obligation assumed from plan merger 
Benefits paid 

Obligation at measurement date 

2009 2008 

( in millions) 

$ 1,992 $ 1,941 
35 38 

123 120 
197 41 

- 
- 

(9) 
7 

(117) (148) 

$ 2,228 $ 1,992 

The accumulated benefit obligation was approximately $2,025 million and $1,729 million at December 31, 2009 and 2008, 

As of and for the Years ended 
December 31, 

respectively 

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

Plan assets at measurement date 

2009 2008 

( in  millions) 

$ 1,110 $ 1.701 
359 (443) 

(148) 
I 

(1 17) 
5 

57 1 I 

~ 

$ 1,928 $ 1,110 

Qualified Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

Accrued pension liability 

As of and for the Years ended 
December 31, 

2009 2008 

( in millions) 

$ (300) $ (882) 

The following table provides the amounts related to Cinergy's qualified pension plans that are reflected in Other within Regulatory 
Assets and Deferred Debits and AOCl on the Consolidated Balance Sheets at December 31, 2009 and 2008: 

As of December 31, 

Regulatory assets 
Accumulated other comprehensive (income) loss 

Deferred income tax asset 
Prior service cost 
Net actuarial loss 

Net amount recognized in accumulated other comprehensive loss 

2009 2008 
I-__- -- 

(in millions) 
$ 237 $ 246 

Of the amounts above, approximately $1 3 million of unrecognized net actuarial loss and approximately $4 million of unrecognized prior 
service cost wll be recognized in net periodic pension costs in 2010 
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Additional Information: 

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

As of December 31, 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

Qualified Pension Plans- Assumptions Used for Cinergy’s Pension Benefits Accounting 

Benefit Obligations 
Discount rate 
Salary increase (graded by age) 
Determined Expense 
Discount rate 
Salary increase 
Expected long-term rate of return on plan assets 

2009 2008 

( in millions) 
- 

$ 2,228 $ 1,992 
2,025 1,729 
1,928 1,110 

2009 2008 

(percentages) 
~ 

5 50 
4 50 

G 50 
4 50 
8 50 

G 50 
4.50 

6 00 
5 00 
8 50 

The discount rate used to determine the current year pension obligation and following year’s pension expense is based on a yield curve 
approach Under the yield curve approach, expected future benefit payments for each plan are discounted by a rate on a third-party bond 
yield curve corresponding to each duration The yield curve is based on a bond universe of AA and AAA-rated long-term corporate bonds. A 
single discount rate is calculated that would yield the same present value as the sum of the discounted cash flows. 

Non-Qualified Pension Plans 

Components of Net Periodic Pension Costs: Non-Qualified Pension Plans 
For the Years Ended December 31, 

2009 2008 

Service cost 
Interest cost on projected benefit obligation 
Amortization of prior service cost 
Amortization of actuarial loss 
Settlement credit 

Net periodic pension costs 

(in millions) 
$ 1 $ 1 

G 7 
1 1 

I - 
- (1) 

$ 7 $ 10 

Nonqualified Pension Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income 

For the year ended 
December 31,2009 

Accumulated other comprehensive (income) loss 
Deferred income tax asset 
Actuarial losses arising during 2009 
Prior service credit arising during 2009 
Amortization of prior year prior service cost 

Net amount recognized in accumulated other comprehensive (income) loss 

(in millions) 

$ 3 
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Reconciliation of Funded Status t o  Net Amount Recognized: Non-Qualified Pension Plans 
As of and for the Years ended 

December 31, 

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

Obligation at measurement date 

Change in Fair Value of Plan Assets 
Benefits paid 
Employer contributions 

Plan assets at measurement date 

2009 2008 

( in millions) 

$ 113 $ 105 
1 1 
6 7 
6 6 

1 

$ 113 $ 113 

(13) (7) - 

As of and for the Years ended 
December 31, 

2009 2008 

( in millions) 
-~ 

The accumulated benefit obligation was approximately $104 million at both December 31, 2009 and December 31, 2008 

Non-Qualified Pension Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of December 31, 

Accrued pension liability'a' 

2009 2008 

( in millions) 

$ (113) $ (113) 

(a) Includes approximately $8 million and $13 million recognized in Other wthin Current Liabilities on the Consolidated Balance Sheets as 
of December 31,2009 and 2008, respectively 

The followng table provides the amounts related to Cinergy's non-qualified pension plans that are reflected in AOCl on the 
Consolidated Balance Sheets at December 3 1 2009 and 2008 

As of December 31, 

2008 - 2009 

(in millions) 

Accumulated other comprehensive (income) loss 
Deferred income tax asset 
Prior service cost 
Net actuarial loss 

Net amount recognized in accumulated other comprehensive loss 

Of the amounts above approximately $ 1  million of unrecognized net actuarial loss and approximately $ 1  million of prior sewice cost wll 
be recognized in net periodic pension costs in 2010 
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Additional Information: 

Non-Qualified Pension Plans-Information for Plans with Accumulated Benefit Obligation in Excess of Plan Assets 

Projected benefit obligation 
Accumulated benefit obligation 
Fair value of plan assets 

As of December 31, 

2009 2008 

(in millions) 
-- 

$ 113 $ 113 
104 104 
_I - 

Non-Qualified Plans-Assumptions Used for Cinergy’s Pension Benefits Accounting 
2009 2008 

(percentages) 

Benefit Obligations 
Discount rate 
Salary increase 
Determined Expense 
Discount rate 
Salary increase 

5 50 6 50 
4 50 4 50 

6 50 6 00 
4 50 5 00 

The discount rate used to determine the current year pension obligation and following year’s pension expense is based on a yield curve 
approach Under the yield curve approach, expected future benefit payments for each plan are discounted by a rate on a third-party bond 
yield curve corresponding to each duration. The yield curve is based on a bond universe of AA and AAA-rated long-term corporate bonds A 
single discount rate is calculated that would yield the same present value as the sum of the discounted cash flows 

Other Post-Retirement Benefit Plans 

Employees are eligible for these benefits if they have met age and service requirements at retirement, as defined in the plans 

costs are accrued over an employee’s active service period to the date of full benefits eligibility The net unrecognized transition obligation is 
amortized over approximately 20 years Actuarial gains and losses are amortized over the average remaining service period of the active 
employees. The average remaining service period of the active employees covered by the plan is 12 years 

Components o f  Net Periodic Other Post-Retirement Benefit Costs 

Cinergy provides some health care and life insurance benefits for retired employees on a contributory and non-contributory basis 

Duke Energy did not make any contributions to the legacy Cinergy other post-retirement benefit plans in 2009 or 2008 These benefit 

For the Years Ended December 31. 

2009‘”’ 2008‘”’ 

(in millions) 
Service cost $ 4 $ 4 
Interest cost on accumulated post-retirement benefit obligation 21 20 
Expected return on plan assets ( 3 )  ( 3 )  
Amortization of prior service credit (2) (1) 
Amortization of gain (7)  ( 5 )  

( 5 5 )  Prior period accounting true-up adjustnientl’) 

Net periodic other post-retirement benefit costs $ 13 $ (40) 

__ 

(a) 

(b) 

These amounts exclude approximately $9 million for each of the years ended December 31, 2009 and 2008 of regulatory asset 
amortization resulting from purchase accounting 
Represents the correction of errors, primarily in periods prior to 2008, related to the accounting for Duke Energy’s other post-retirement 
benefit plans that would have reduced amounts recorded as other post-retirement benefit expense during those historical periods Of 
this amount, approximately $15 million was capitalized as a component of property. plant and equipment 
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Other Post-Retirement Benefit Plans-Other Changes in Plan Assets and Projected Benefit Obligations 

Recognized in Accumulated Other Comprehensive Income and Regulatory Liabilities 

For the year ended 
December 31,2009 

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

Deferred income tax liability 
Actuarial gains arising during 2009 
Amortization of prior year prior service credit 
Amortization of prior year actuarial gains 

Net amount recognized in accumulated other comprehensive (income) loss 

( in millions) 

$ 12 

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

As of and for the Years ended 
December 31, 

Change in Benefit Obligation 
Accumulated post-retirement benefit obligation at prior measurement date 
Service cost 
Interest cost 
Actuarial gains 
Plan participants' contributions 
Plan transfer 
Benefits paid 
Plan amendments 
Accrued retiree drug subsidy 

Accumulated post-retirement benefit obligation at measurement date 

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

Plan assets at measurement date 

2009 2008 

( in millions) 

As of and for the Years ended 
December 31, 

2009 2008 

( in millions) 
- 

Duke Energy uses a December 31 measurement date for its plan assets 
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Other Post-Retirement Benefit Plans-Amounts Recognized in the Consolidated Balance Sheets Consist of: 

As of and for the Years 
December 31, 

Accrued post-retirement liability‘”’ 

2009 2009 -. ( in millions) 

$ (289) $ (307) 

(a) Includes approximately $3 million and $2 million recognized in Other within Current Liabilities on the Consolidated Balance Sheets as of 
December 31, 2009 and 2008, respectively 

The following table provides the amounts related to Cinergy’s other post-retirement benefit plans that are reflected in Other within 
Regulatory Assets and Deferred Debits, Other within Deferred Credits and Other Liabilities, and AOCl on the Consolidated Balance Sheets 
at December 31, 2009 and 2008 

As of December 31, 

(in millions) 

2009 - 2008 

Regulatory liabilities 
Accumulated other comprehensive (income) loss 

Deferred income tax liability 
Prior service credit 
Net actuarial gain 

Net amount recognized in accumulated other comprehensive loss 

Of the amounts above, approximately, approximately $7 million of unrecognized gains and approximately $1 million of unrecognized 
prior service credit (which will reduce pension expense) will be recognized in net periodic pension costs in 2010 

Assumptions Used in Cinergy’s Other Postretirement Benefits Accounting 

2009 2008 

(percentages) 

Determined Benefit Obligations 
Discount rate 
Determined Expense 
Discount rate 
Expected long-term rate of return on plan assets 

5 50 6 50 

6 50 6 00 
8 50 0 50 

The discount rate used to determine the current year other post-retirement benefits obligation and followng year’s other post-retirement 
benefits expense is based on a yield curve approach Under the yield curve approach, expected future benefit payments for each plan are 
discounted by a rate on a third-party bond yield curve corresponding to each duration The yield curve IS based on a bond universe of AA 
and AAA-rated long-term corporate bonds A single discount rate is calculated that would yield the same present value as the sum of the 
discounted cash flows 

Assumed Health Care Cost Trend Rates‘”) 

Medical Trend Rate Prescription Druq Trend Rate 

2009 
0 50% 
- 

Health care cost trend rate assumed for next year 
2008 
8 50% 
- 2009 

1 1  00% 
2008 

1 1  00% 
~ 

Rate to which the cost trend is assumed to 5 00% 5 00% 5 00% 5 00% 

Year that the rate reaches the ultimate trend rate 2019 2013 2024 2022 
decline (the ultimate trend rate) 

(a) Health care cost trend rates include prescription drug trend rate due to the effect of the Modernization Act 
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Sensitivity t o  Changes in Assumed Health Care Cost Trend Rates (in millions) 

Effect on total service and interest costs 
Effect on post-retirement benefit obligation 

1 -Percentage- I-Percentage- 
Point Increase Point Decrease 

$4 2 $  (1) 
21 (18) 

Expected Benefit Payments 

benefit plans over the next 10 years, which are paid primarily out of assets of the Master Retirement Trust These benefit payments reflect 
expected future service, as appropriate. 

The following table presents Cinergy's expected benefit payments to participants in its qualified, non-qualified and other post-retirement 

Other 
Qualified Non-Qualified Post-Retirement 

Plans Plans Plans (a) Total 

( in millions) 

Years Ended December 31, 

2010 $ 172 $ 9  $ 24 
201 1 178 9 26 
2012 175 8 27 
2013 165 8 29 
2014 164 16 29 

2015 - 2019 818 34 149 

$ 176 
177 
188 
189 
191 
994 

(a) Cinergy expects to receive future subsidies under Medicare Part D of approximately $1 million in each of the years 2010-2012, 
approximately $2 million in each of the years 201 3-2014, and a total of approximately $9 million during the years 201 5-2019 

Plan Assets 
Master Retirement Trust. Assets for the qualified pension plans are maintained in a Master Retirement Trust (Master Trust) The 

investment objective of the Master Trust is to achieve reasonable returns, subject to a prudent level of portfolio risk, for the purpose of 
enhancing the security of benefits for plan participants. The long-term rate of return of 8 5% as of December 31, 2009 for the Master Trust 
was developed using a weighted-average calculation of expected returns based primarily on future expected returns across asset classes 
considering the use of active asset managers The weighted-average returns expected by asset classes were 3 2% for U.S equities, 2 0% 
for Non-U S equities, 1 0% for Global equities, 2 0% for fixed income securities, and 0 3% for real estate The asset allocation targets were 
set after considering the investment objective and the risk profile. U.S equities are held for their high expected return Non-U S equities, 
debt securities, and real estate are held for diversification Investments within asset classes are to be diversified to achieve broad market 
participation and reduce the impact of individual managers or investments Cinergy regularly reviews its actual asset allocation and 
periodically rebalances its investments to the targeted allocation when considered appropriate The following table presents target and actual 
asset allocations for the Master Trust at December 31, 2009 and 2008: 

Percentage at 
December 31, 

Target 
Allocation 2009 2008 

Asset Category 

IJ S equity securities 
Non-U S equity securities 
Global equity securities 
Debt securities 
Real estate and cash 

Total 

34 % 33% 31% 
20 20 17 
10 10 10 
32 28 36 

6 -- 4 9 

100% 100% 100% 

Fair Value Measurements On December 31, 2009, Cinergy adopted the new fair value disclosure requirements for pension and other 
post-retirement benefit plan assets The accounting guidance for fair value defines fair value, establishes a framework for measuring fair 
value in GAAP in the U S and expands disclosure requirements about fair value measurements Under the accounting guidance for fair 
value, fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or transfer a 
liability at the measurement date The fair value definition focuses on an exit price, which is the price that would be received by Cinergy to 
sell an asset or paid to transfer a liability versus an entry price, which would be the price paid to acquire an asset or received to assume a 
liability Although the accounting guidance for fair value does not require additional fair value measurements, it applies to other accounting 
pronouncements that require or permit fair value measurements 

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

Level I--unadjusted quoted prices in active markets for identical assets or liabilities that Cinergy has the ability to access An active 
market for the asset or liability is one in which transactions for the asset or liability occurs with sufficient frequency and volume to 
provide ongoing pricing information Cinergy does not adjust quoted market prices on Level 1 for any blockage factor 
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Level 2-a fair value measurement utilizing inputs other than a quoted market price that are observable, either directly or indirectly, for 
the asset or liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market, 
quoted prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted market prices that 
are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly quoted intervals, 
volatilities, credit risk and default rates A level 2 measurement cannot have more than an insignificant portion of the valuation based on 
unobservable inputs 
Level %any fair value measurements which include unobservable inputs for the asset or liability for more than an insignificant portion 
of the valuation. A level 3 measurement may be based primarily on level 2 inputs 

The following table provides the fair value measurement amounts for Master Trust qualified pension plan assets at December 31, 2009 

Total Fair 
Value 

Amounts at 
December 31, 

2009‘”’ Level I Level 2 Level 3 

( in millions) 

Description 

Equity securities 
Corporate bonds 
Short-term investment funds 
Partnership interests 
Real estate investment trust 
U.S Government securities 
Other investments 
Guaranteed investment contracts 
Government bonds - Foreign 
Asset backed securities 
Government and commercial mortgage backed securities 

$ 1,151 
449 
I52 
48 
28 
26 
19 
17 
15 
8 
6 

$771 

17 
- 
__ 

$370 
441 
135 - 
__ 
26 

2 

15 
7 
6 

- 

- 
Total Assets $ 1,919 $805 $1,002 ___ $112 - - - 

(a) 

The following table provides a reconciliation of beginning and ending balances of Master Trust assets measured at fair value on a 

Excludes approximately $37 million in net receivables and payables associated with security purchases and sales 

recurring basis where the determination of fair value includes significant unobservable inputs (Level 3) 

Year Ended December 31,2009 

Balance at January 1 ,  2009 $ 141 

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

Balance at December 31. 2009 

Valuation methods of the primary fair value measurements disclosed above are as follows. 
Investments in equity securities. Investments in equity securities are typically valued at the closing price in the principal active market 

as of the last business day of the quarter Principal active markets for equity prices include published exchanges such as NASDAQ and 
NYSE Foreign equity prices are translated from their trading currency using the currency exchange rate in effect at the close of the principal 
active market Cinergy has not adjusted prices to reflect for after-hours market activity Most equity security valuations are level 1 measures 
Investments in equity securities with unpublished prices are valued as level 2 i f  they are redeemable at the measurement date Investments 
in equity securities with redemption restrictions are valued as level 3 

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

Investments in short-term investment funds Valued at the net asset value of units held at year end Investments in short-term 
investment funds with published prices are valued as level 1 Investments in short-term investment funds with unpublished prices are valued 
as level 2. 

appraisers The Chief Real Estate Appraiser of the asset manager IS responsible for assuring that the valuation process provides 
independent and reasonable property market value estimates An external appraisal management firm not affiliated with the asset manager 
has been appointed to assist the Chief Real Estate Appraiser in maintaining and monitoring the independence and the accuracy of the 
appraisal process 

investments in corporate bonds and U.S. government securities Most debt investments are valued based on a calculation using 

Investments in real estate investment trust: Valued based upon property appraisal reports prepared by independent real estate 
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Employee Savjnqs Plans 

contributions of approximately $10 million and $18 million dunng the years ended December 31, 2009 and 2008, respectively 
Cinergy sponsors employee savings plans that cover Substantially all employees Cinergy made pre-tax employer matching 

19. Other Income and Expenses, net 
The components of Other Income and Expenses, net on the Consolidated Statements of Operations for the years ended December 31, 

2009 and 2008 are as follows 

For the years ended December 31, 

lncOme 
Interest income 
AFUDC equity and Post in-service carrying costs 
Other 

Total 

2009 2008 
( in millions) 

$ 38 $ 62 
27 54 
32 10 

$ 97 $ 126 

20. Subsequent Events 
For information related to subsequent events related to regulatory matters, investments in unconsolidated affiliates and related party 

transactions, variable interest entities and commitments and contingencies, see Notes 3, 1 1, 15 and 16. respectively Subsequent events 
have been evaluated through March 31, 2010, the date these financial statements were available to be issued 

In January 2010. Duke Energy announced plans to offer a voluntary severance plan to approximately 8,750 eligible employees. As this 
is a voluntary plan, all severance benefits offered under this plan are considered special termination benefits under GAAP Special 
termination benefits are measured upon employee acceptance and recorded immediately absent a significant retention period If a significant 
retention period exists, the cost of the special termination benefits are recorded ratably over the remaining service periods of the affected 
employees The window for employees to request to voluntarily end their employment under this plan opened on February 3, 2010 and 
closed on February 24, 201 0 for approximately 8.400 eligible employees, which includes approximately 597 Cinergy employees Additionally, 
Cinergy will be allocated its proportionate share of benefit costs for employees of Duke Energy's shared services affiliate that provides 
support to Cinergy. For employees affected by the consolidation of Duke Energy's corporate functions in Charlotte, North Carolina, as 
discussed further below, the window will close March 31, 2010. Cinergy currently estimates severance payments associated with this 
voluntary plan, including allocated costs discussed above, of approximately $44 million However, until management of Duke Energy 
approves the requests, it reserves the right to reject any request to volunteer based on business needs andlor excessive participation 

services affiliate, resulting in transitioning over the next two years of approximately 350 positions from its offices in the Midwest to its 
corporate headquarters in Charlotte, North Carolina Employees who do not relocate have the option to elect to participate in the voluntary 
plan discussed above, find a regional position within Duke Energy or remain with Duke Energy through a transition period, at which time a 
reduced severance benefit would be paid under Duke Energy's ongoing severance plan Management cannot currently estimate the costs, if 
any, of severance benefits which will be paid to its employees due to this office consolidation 

Additionally, Duke Energy believes that it is possible that the voluntary severance plan may trigger settlement accounting or curtailment 
accounting with respect to its pension and other post-retirement benefit plans At this time, management is unable to determine the likelihood 
that settlement or curtailment accounting will be triggered 

In addition, in January 2010, Duke Energy announced that it will consolidate certain corporate office functions of Duke Energy's shared 
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