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Welcome to the Duke Energy Annual Shareholder Meeting

March21 013

Dear Fellow Share io Is

am pleased 10 invile to our stud mcetinq to be held on Thursday May 2013 the Mifier Auditor un
located at 52b South hurr Oh urlotft Nohh Carolina

his year ci have no dr cu rovr in Ic
ii oxy statement including tI is addilioi ole proxy summary beginning on

page and th id ito ads md illuPrations to help bettor explain our corporatr goverr once and
compensation pmr Sin tuv VI this document our aim is to cnmmunic ate with you the mattea to beaddressed at the mnueti mc in wa ulu aim 2e and straightfoard

Please turn to paqr Ic can vote you sharc aver the ft ctt uy tvleptione by Vi it
is impodant that all ii ma Ii rr Jardless of the number of nhares owned cticipate in the affar ofthe Company At mke mu agc ar monA in May2012 appioxinuately 84 perecnl 01 the Compartyb dare
were represented 00 mn ou si proxy

We hope you will it pm if alt ii this yearn annual meeting and tharit you ft your continued interest inDuke riergy

James Rogers

Chairman Pies/dr at and
Ohief Executive OThr or

As explainrd in th mu

directors it to thr lx

advisory baais of Duke term

Co purntuuru xecuuv Cuont is rn

business that
mu

am ci it at this years meeting you ill he ken to vole for the election of

ru the independent hIm accountant iii
for the appro il or in

ions muarrur oxec utive officer compensation iv loi the amended Dnke
nergy

in cu liv against two shareholder proposals and vi to onusider any other
to th

ing
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PARTICIPATE iN THE FUTURE OF DUKE ENERGY CORPORA1ON CAST YOUR VOTE RIGHT AWAY

Re ow ar dowrkoid this oxy stair mont di ur cur it

stan to die audio stream ci thu

Vrut our botc

tp./ www di Iii enuroy corn investor ws Lvi nt asp

Attend our 2013 Annual Meeting of Shareholders

1000 am ESI on Thursday May 2013
Mllor Auditorium

56 South Cdi rch rout

Charlotte N.C 28202

Drrectons to 526 South Ct urch Stir at are

provided the ma bark co er

South Church dirot

Mint Street Parking Deck

Bank of America adiun
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Thfrr proxy statement Wd5 first made available to shareholders on or about March 21 2013

Proxy Summary

This summary highlights informattan contained elsewhere in this proxy staternont 7his summery does not 000taip all of the intotnatun Mat yousnouid considee You should read the erihre prow statOmept carefully before voting Page roferences 09 are supplied to he you lAd furtherintor nation in this proxy statement

You can vote it you were shareholder of record at the close of business on March 2013

st Your Vote pqe 13

You can vote by any of he following methods

By nternet ng you

comp

Volt 24/7

www proxyvote.corn

Dial tolhtree 24/7

800M90M903

or by calhng the

number provided

by your brokefl bank

or other nominee if your sheres

die not registered in your name

Cast your ballot sign

your proxy card and

send free of pc tage

At the annual meeting If you

are shareholder of record

you may be admitted to the

meeting by bringing your proxy

card or if your shares are held

in the name of broker bank

or other nominee an account

statement or letter fiom the

noni nec indicating ye in

owner hip as of the record

date

E3usnes Hghhghts

Duke Energys regulated utility operations provide electricity to 7.2 million customers located in six states in the Southeast and Midwest UnitedStates
representing population of approximately 12 million people Our non regulated businesses own and operate dive so power generation055cC in North America and Latin Amenca including growing pottfolio of renewable energy assets in the United States Duke Energy operates inthe United States

primarily through Its direct end indirect whoIlyowned subsidiaries Duke Energy Carolinas It Progress Energy Carolinas IncProgress Energy Florida Inc Uuke Energy Ohio Inc Duke Energy Kentucky Inc and Duke Energy Indiana Inc as well as in Latin Americathrough Duke Energy International L..LC

nr the com ny

Board Leadership Structure

Meeting Attendance

Risk Oversight

Director Independence

Committees and Attend nce

Director Qualification Standards

Criteria for Boaid Membership

Resignation Policy

Cor irnunications with Directors

DUKE ENERGY 2013 Proxy Staterwnt
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DUKE
ENERGY

South Church Street

Charlotte North atolina

We will convene the annual meeting of shareholders of Duke Energy Coiporahon on Thursday Mdy 22013
at 1000 am the OJ Miller Auditorium located at 528 South Church Street in Charlotte North Carolina

The purpose of the annual meebng to consider and take achon on the followmg
Ic tron of direr tor

Ratffrcati of Delofttc loucho Ii as Duke Energy Oorporation ndependent pubhc accc untant for
2013

Approval on an advisory bars Duke Energy Corporation named executive officer compensation
Approval of the amended Duke nergy Corporation Executive Short Term lncentivc P1 rr

shareholder proposal iogarding shareholder action by written consent
shareholder prc posal regarding an amendment to our organizational documents to requirs majority

voting for th electron of directors and

Any other bu iries hot may properly come before the meeting or any adjournment
postponement cf the meeting

Shareholders of rec ord as ci the close of business on March 2013 are entitled to vote the annual
mceting It is important that your shafts arm represented at this meeting

ho year wc will again he using the Securitic and Exchange Gommision rule that allows us to provide
uur proxy materials to our shareholders vrr the internet By doing so most of our sh rcholders will only
receive notice intaining instructions on how to access the proxy materials via the internet and vote
online by telephone or by mail Ii you would like to request paper copies of the proxy materials you mayfollow the instru trons on the notice If you receive paper copies of the proxy materials we ask you to
consider

sign ng up to receive thess materials electronically in the future by following the inctruction
contained in this proxy taternent By dc livering proxy materials electronically we can roducc the
consumption of natural resources arid tho ost of printing and mailing our proxy materi Is

Whether or riot you expect to he present at the annual meeting please take time to vote now If youchoose to votc by marl you may do so by marking dating and signing the proxy card and
returning it to

us Please fol ow the voting in ti uctions that are included on your proxy card Regardless of thc manner
in which you vote we urgo and greatly appreciate your prompt mespnnQe

Dated March 21 2013
By order at the Board of Directors

J4/

Julia Janson
xec live Vice President Chief egal Officer and Corporate Sec letary

DUKE ENERGY 0/3 Pioxy Stotement 11
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FREQUENTLY ASKED QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING

How dol vote

By Proxy Before the annual meeting you can give proxy to vote your shares of Duke Energy common stock in one of the following ways

By mt ne sing your so acute
Fy pa

Dial toll free 24

800690 6903

or by calling the

numbcr provided

by your broker ank

other nominee it your shaies

ire not registered in your name

The tolophone ar internet voting procedures are desianed .0 cant mr

ur identity to allow yr to give your voting instructions an Ito verify

that your instructio is have been properly recorded It you wish to vats

by telephone or internet please follow the instructions that arc included

on your notice

If you mail us your properly comoleted arid signed proxy carl or vote

by telephone or internet your stiares of Duke Energy common stock

will he voted according to the choices that you specify If you sign and
mail your proxy card without marking any choices your proxy will he
voted

the election of all nominees for director

OR the ratification of Deloitte louche as Duke
niergy

ridooerident piihiir fir naratant for 2013

Cast your ballot

sign your proxy earl

arid send fnse of postage

In Person You may come to the ar nual ma
etirig and cast your vote there You may be admitted to the

rrieetlrlg by bringlrlg your proxy ard or if yourshares are field in the name at your broker bank or other nominee you must bring an accour statement or letter morn the noc moe
indicating ttiat

you were the owner of the shares on March 2013

Mayl change or revoke my vote

Yes You may changc ysu vote or revoke your proxy at any time prior to

the annual meeting by

notifying Duke Energys Corporate Secretary fri writing that you are

revoking your proxy

providing another signed proxy that is dated after the proxy you wish

to revoke

usi ig the telephone or internet voting proeodures oi

attending thc annual meeting and voting ni person

Will my shares be voted if do not provide my proxy
It depends on whether you hold your shares in your own ame or in tI

name at barks or brakenae firm If you hold your shares direct in your

own name they will rot be voted unless you provide proxy or vote in

pers at the nE etirig

Brokerage trrns gne ally tiave the authority Ia vote customers
unvotad shares on certain routine matters If your shares are hold

the ama of broker hank or Other nominee such nominee can vote

your hares ton the ratification of Deloitte louche as

Duke Energys independent public accountant for 2013 if you do not

tirriely provide your proxy bocause this flatter is considered rouli ie

under the applicablo wies Hawa yen no other items are considered

routine arid
rrioy not be voted by your broker without your instructi in

Vsit 24/f

www proxyvote com

thn jpro al an adaisory basis uf Duke orgys narrieo

executive officer compensat on

the approval at the amended Duke riergy Corporation

Executive Short Terra Incentive Plan

INS thc shanehold ir proposal regarding shareholder action by
written consent arid

CANS the shareholder proposal regarding art amendrnient to our

organi itiorral dOcuments to reguire malonit voting fur the election ot

directors

We do not expect that any other matters will be brought botore the

annual meeting However by giving ycur proxy you appc mt the

person named as proxies an your representatives the annual

itar.tn
iy

DUKE ENERGY 2013 Proxy Statemoof 13
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PROF EL ECTION OF DIRECTORS

The Board of Directors

Me Board of rs Duke norgy frm nominatod the
following

candrdate to so ye on the BC ard Wo haw do krasrfred Board of

Directors which moans at of tho dirortor se votcd on every year at

tho annual meeting

If any direr is unabk stand for ck otion thu of Cructor may
reduce the numbe of dircotor or do yr note subsfmtuto In that case

shares represented ry promos vu or

We do not oxpmt If at ony rumi moo ir Mt rmahD lv

eee The op ate Cover am On mnlrtbn npr 00 ony
independent dime ors has nmendo in do

as nominees for du mtor an lie ou of Din

nor ninatmon for olcoti

um to

in

P000100NT

NJD CEO

Board Lidrship

11

mm

iv mr

Pu mm

Iryul me ifum

ofimmdepunmrmt Cm refer fit Simm iv

Mu is

1501 igh ymmiym mi Ommmmm iunc

Sm viii
di

ii mc qurci

DUKE ENERGV 13





PROPOSAL ELECTION OF DIRECTORS

IAi ris DeL each Jr

tn DiMiaco

etr

Mr Mi quatfi nti tot ioi includ mp fi ti fi ndto

or hi in fit xp no in kiding hi rpor ov Cc mmitt

cu iv Ohio of hun cornp ny nd
cutiv uty op tinq omp fly rein ny Nu or ip ion

Nu oi orporotion on Mu fbi In ddi DiMi co

exp rice is Ohio utive Offic org

ri rpor tion provid lu bI

iv cii Do Fri mv mdi

In

Miu rv iden and hief iu iv Offioei of No orp ion to company do 000 until mO
ci me ib of Nu rd of Dir or in rid owed it amp inc 000 Mr DiMs mci in

ho An ricnn Iron nd In titut

Mr or gi qu Iifio tion for tic in loOm Ar dit Co nr ii

hi in nt man ml xp ri no Vr in or Fm tin rn nt

mrman rd Clii in nci Oft of large inmitt

tm Vi mien Ii comnp ny rid hi xt
ii iv know

utmv Vi sid th ri indu
try and in ight on men bI Phooriix

ipani tic

id Chi nan mal Oft rgy

dli tUtm

Vi Oh iii Ox ut ad it triO Vs Fin ial Otfa of North lit in 19 10 ci oF it

00 torn dir to of uraC ri rpm tion inc ornmunic tion troop hi

Mr La oach has servod Chief Exec

mA mginq products since July 2000

joining Sorioco Pr iducts in 1986 Mr Del

Ia Veaiv

Mr LoLoach has announ cO Fin LIon to rot is us Chio xr dive Off ocr of Sonooo oducts as of Maich mA Ha all rem ion
xecutivo Chairrn in

AprI

mao to onooo Pro to
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Mr Hylcr is Manoging Director of Inveators Management Corporation tirm which nvests in arid or quires companies in various industrio
since December 2011 He retired as Vice Chairman and Chief Operating Officer of st Citizens Bank in 2008 having sewed these
posibons from 1994 until 2008 Mr Hyler was President of First Citizens Bank from 1988 to 1994 and was Chief naricial Officer of First
Citizens Bank from 1980 to 1988 Prior to toning Hrst Citizens Bank Mr Hyler was an auditor with Ernst Young for 10 years Mr Hyler
sewed as director of First Citizens BarieShares from 1988 until 2008

Mckee is President of the Corning Museum of Glass since 1998 and sewed as Senior Vice President of Human Resources at Corning
In ort orated manufacturer of components for high technology systems for consumer electronics mobile emissions controls
telacori munications ond life sciences from 1096 to 2010 Ms Mckee has over 30 years of experience at Corning where she held variety of
rid uy or ir positions witri increasing levels of responsibility

kill and Ou lid io

StiU Mr in qu lific tion cti in lode

hi ment ri nc nd xt iv

iI knowl no Ic indu try nd
Retir nior Vic con tru ti in

Pr oid nt ndP rtn.r

htl roup

umof

rirttc.r

Nuclear Oversight rnmittee

Regulatory Policy and Operations

Committee

Othc ni rr orsl

None

Mr Reirisch was Senior Vice President and Partner of Bechtel Oroup from 2003 to 2008 and past president of Bechtel Nuclear from 2000
until his retirement in 2009 He has sewed on the hoards of severol international nuclear energy organizations including the Inter national
Nuclear Energy Ac adn my He has also sewed on the Department of Energys Hydrogen and Fuel Cell Technical Advisory Committee

DUKE ENERGY 2013 Proxy Statemerrt 19





ndependent Dwector Nomnoe

Age 70

Dfrector of Duke Energy

or ts predecessor

companies snice 2007

President

Resources for the uture

SkiDs and QuaIrfication

Dr Sharps qualifications fo electron include

broad experience ri govorrrment including

ragula cry and
legislative processes us well as

his understanding of governmental relations

public policy and the energy industry

Nuclear Oversight Gonrrrnitte

Regulatory Pc icy and Oper tionc

Committee

DO en rr pi bli rsctorr Pr ps
None

Dr Sharp has sewed as President of Resources for the Future sines 2005 Re joined Duke Energys Board of Directors in 2007 having
previously sewed on the board of directors of one of predecessor companies from 905 to 2006 Dr Sharp was nrernber of Congr ssfrom Indiana for 20 years sewing on the House Energy and Commerce Commiftee He sewed on the Blue Ribbon anurnsx on mnericas
Nuclear Future and as Congressional Chair of the non profit National Commission on Energy Policy

commends Vote For Loh oc

DUKE ENEAGY O/3 Proxy Sta nenf 21
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NFORMATION ON THE BOARD OF DRFCTORS

Dfrector Attendance

The Board of Direr tore if uk or gy Ia time
irig

201 and
has met times far

iii 20 10 overall tendance poreentege for

ou directo was pg oximatelv 23 in 031 arid no dire Si Attended

less than 7b of he otal he red ef Dirw fore mooR ond the

he Board is ctivoly inve lveo in the oght of rcka th mId affect

Duke Energy IT cove gT tisecri lasted pr mci ily thiough tie Dr arice

and Risk Managon cot in it cc of Boa cat also througf the

other crrnrittees he Doard appropriate See clew or
des ptiene of cacti office nmitte he Board sod se ernn itfees

ndependence of Directors

The Board of Direetoi may determine director to be indoerident if

the Board uf Directors hu dtirmatvely determined that the di actor has

ire material
relationship with Duke Erergy or its eubaidiaries eterences

in this proxy atemcnt luke nerqys subaidi mcs shall mean its

core olidated subsidiariea eitf or dir ct as shareholder directot

office or ernployoe of or ar ion fiat has
relationship with

mE nergy or its uh di cries ride or lone determinations are

gcneraliy made on an anne al hesis the time the Be ard of Directors

approves director nonen for inclusion in ft io annual proxy statement

and if director loins the Board Directors in the interim at such time

he Board al consi Ic it Steriefard err Asseii
ig rector

Independence whi Tort cer en iolatior ships betwee
Duke Energy and direct met trio mmcd ate farn ly mc embers or

affiliated entities thit the Board in it dgrncrit has deemed tu be
material on irrima cria in purpe see if issessing directors

independence in the ent di ecte ias
reiationship wth

Duke nergy fiat of addressed in the St ri ards ur
ssessirig

recteir idepe ri ii ha idep icier menibers of Board
det err he 0i itr 05 ate

he Board eT Diree tors iiC de ermirmue ha norm ufthe directors othor

thai Mr Roqms has ior ci relates slep with Duke Energy or its

rn ting Ti ommitt upon ch he
im

20

ctor re ne ur tea nd rrr octim ig ha chol

All mci ib ef th of cc ft rd eeC ii ri ys
nnu me tin fir hold onMyff Ole

includin Financ nd rem nt omnmitt ati ty it ri

cv
ight pen ibility th ugh rt by cli mmiftee ch ir

eg ing th emmi ccii id rati sistierm

th ough ut report dire fly froni effi pen ibi for cv igh

rti cii ni within tiok Fn rgy

subsidiaries arid all era therefore in ende it cinder lie listing

standards of the NYSE and the rulea arid regulations of the SF In

arriving at this determination tie Beard of Dire or considered all

transactions arid the mate ality of any relationsh cv th Duke ierqy

and its subsidiaries
in light of al ae ar ire ist rem

For Mr DiMicco tie Board eunsiciereei his posiiiuri at Nucer

Corporation Nucor arid its relatier ship tO uko
riergy

idiana Inc Duke Energy India ia Ni em cli cli rvi

providon to one of its plants leerS lb Ui Dike nergy ndi tria service

territory See Related Person Inansacti am err page 73 fer fur tier

information Ihis
relationship was deermne nit In rn Mr DiM cos

independence as the arn it rec eived by Duke trier each of

last three year is loss ian of Nucors cc mel dat cc rover es

which is tEe threshold that could nip indef onden inc er lie rules

of lie NYSI and our Standards for Asse air Di ctei depem lerice

in addition to these relatiormemhipe the Bearo ear ad emed hat

Duke Energy in the ordinary ceurce of aunnecs purchase products

md services rum or previds electric cc rv cc to
rnpariie at which

sonic of our directors are aft cens
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NFORMATON ON THE BOARD OF DIRECTORS

omrnenuno on market compensation data used to estabhrh the compensation of he oxecutive othcers and directors The cunultant ha

bce ir structod that it Riat provide completely independent advice to the comn ittee and is not permitted to providE any services to

Duki nergy other thor at the direr hen of the committee

iou ut the riemtera as been determined to be independent within the niearsng of the NYSLs listing standards and th Companys

Standords ter A. ccc ng Director Independence to be outside directors within the meaning of Section 162m of the Internal Rave we

Code of 1966 iv amended the Intern il Revenue Code and other than Mi iMicco to be iron employee directors within the mc oning

Rue oh mc xchange Act

to Co pora0 Cc verra nec Committee considers matters related to corporate govc rnance and formulates and periodically revises

verna prin ipl It recommends the size and composition of the Beard of Directors and its committees and recommends potential

succcaaors to the Oh ef xecutive Officer ho committee also recemme ds to the Board of Directors the slate of nominees including cry

minee recemrn idsd by shareholders for director for each years annual meeting and when vacancies occur nan so of individuals who

would make suitabk directors of Duke Energy This committee may eriqago an external eamch firm or third patty to identify or evaluats or

set in lentifying or eva uating potential no Tririce The committee 5i30 performs an annual evaluation of the performance of tf me Chret

xc ito OAr er with ineut freni the full Board of Direters

ach of iese inc mt has been determined to be indeoe Cent

Starr lair for Ases ing Director Independence

fl3flCO at ci nagor ii Ittee

within the rrieaning of the NYSEs listing standards and the CempanyY

Committee Members

Michael Browning

Hairs DeL ach Jr

Bar iel DiMicce

Marie McKee

nest rigs ri
2012

Corn person Committee Members

William Barnet Ill
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REPORT OF THE CORPORATE GOVERNANCE
COMMITTEE

The following is the report of the Corporate Governance Committee with respect to its philosophy responsibilities and initiatives

Philosophy and Responsibilities

We believe that sound corporate governance has three components

Board of Directors independence ii processes and practices that

foster solid decision-making by both management and the Board of

Directors and iii balancing the interests of all of our stakeholdersour

investors customers employees the communities we serve and the

environment The Corporate Governance Committees charter is

available on our website at http//wwwduke-energyCOm/cOrPOrate

governance/boardcommitteeCharterS/COrPOrategOVernance.aSP

and is summarized below

Membership The Committee must be comprised of three or more

members all of whom must qualify as independent directors under the

listing standards of the NYSE and other applicable rules and

regulations

Responsibilities The Committees responsibilities include among

other things implementing policies regarding corporate governance

matters ii assessing the Board of Directors membership needs and

recommending nominees iii recommending to the Board of Directors

those directors to be selected for membership on or removal from the

various Board of Directors committees and those directors to be

designated as chairs of Board of Directors committees and

iv sponsoring and overseeing performance evaluations for the various

Board of Directors committees the Board of Directors as whole and

the directors and management including the Chief Executive Officer

Governance Initiatives

All of our Board of Directors committee charters as well as our

Principles
for Corporate Governance Code of Business Ethics for

Employees and Code of Business Conduct Ethics for Directors are

available on our website at http//www.duke-energy corn/in vestors/

corporate-governance.asp Any amendments to or waivers from our

Director Candidates

Profile We look for the following characteristics in any candidate for

nominee to serve on our Board of Directors

fundamental qualities of intelligence perceptiveness good

judgment maturity high ethics and standards integrity
and fairness

genuine interest in Duke Energy and recognition that as

member of the Board of Directors one is accountable to the

shareholders of Duke Energy not to any particular interest group

background that includes broad business experience or

demonstrates an understanding of business and financial affairs and

the complexities of large multifaceted global business

organization

Investigations and Evaluations The Committee may conduct or

authorize investigations
into or studies of matters within the scope of

the Committees duties and responsibilities
and may retain at the

Companys expense and in the Committees sole discretion

consultants to assist in such work as the Committee deems necessary

In addition the Committee has the sole authority to retain or terminate

any search firm to be used to identify director candidates including sole

authority to approve the search firms fees and other retention terms

such fees to be borne by the Company Finally the Committee

conducts an annual self-evaluation of its performance

In connection with the settlement by the Company with the North

Carolina Utilities Commission related to the resignation of Mr William

Johnson following the Companys merger with Progress Energy Inc

the Progress Energy merger the Committee has assigned its

responsibility to search for successor to our CEO who will be retiring

by the end of 2013 as well as for an additional new director to join
the

Board to the newly-created Leadership Development Committee of

the Board of Directors The Leadership Development Committee is

temporary committee formed solely for this purpose however so the

Corporate Governance Committee will retain its responsibility to identify

director candidates and for succession planning in the future

Code of Business Ethics for Employees with respect to executive

officers or Code of Business Conduct Ethics for Directors must be

approved by the Board and will be posted on our website During 2012

our Board of Directors held executive sessions with independent

directors only

diversity among the existing Board members including racial and

ethnic background gender experiences skills and qualifications

present or former chief executive officer chief operating officer or

substantially equivalent level executive officer of highly complex

organization such as corporation university or major unit of

government or professional who regularly advises such

organizations

no conflict of interest or legal impediment which would interfere with

the duty of loyalty owed to Duke Energy and its shareholders

the ability and willingness to spend the time required to function

effectively as director
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compatibility and ability to work well with other directors and
executives in team effort with view to long-term relationship with

Duke Energy as director

independent opinions and willingness to state them in constructive

manner and

willingness to become shareholder of Duke Energy within

reasonable time of electicn to the Board of Directors

Nominees The Committee may engage third party from time to

time to assist it in idenifying and evaluating director-nominee

candidates in addition to current members of the Board of Directors

standing for re-election The Committee will provide the third party

based on surveys of the then-current Board of Directors members and
the profile described above the characteristics skills and experiences

that may complement those of our existing members The third party
will then provide recommendations for nominees with such attributes

The Committee considers nominees recommended by shareholders

on similar basis taking into account among other things the profile

criteria described above and the nominees experiences and skills In

addition the Committee considers the shareholder-nominee

independence with respeot to both the Company and the

recommending shareholder All of the nominees on the proxy card are

current members of our Board of Directors and were recommended by

the Committee

Shareholders interested in 3ubmitting nominees as candidates for

election as directors must prcvide timely written notice to the Corporate

Governance Committee c/o Corporate Secretary Duke Energy

Corporation P.O Box 1321 Charlotte NC 28201-1321 The notice

must set forth as to each person whom the shareholder proposes to

nominate for election as director

the name and address of the recommending shareholders and the

class and number of shares of
capital stock of Duke Energy that are

beneficially owned by the recommending shareholders

representation that the reommending shareholders is holder of

record of stock of Duke Energy entitled to vote at the meeting and

intends to appear in person or by proxy at the meeting to nominate

the persons specified in the notice

the name age business address and principal occupation and

employment of the recommended nominee

Resignation Policy

Our
Principles for Corporate Governance set forth our procedures to be

followed if director-nominee is elected but receives majority of

withheld votes In an uncontested election any nominee for director

who receives greater number of votes withheld from his or her

election than votes for such election is required to tender his or her

resignation following certification of the shareholder vote The

Corporate Governance Committee is then required to make

any inforrriation relevant to determination of whether the

recommended nominee meets the criteria for Board of Directors

membership established by the Board of Directors and/or the

Corporate Governance Committee

any information regarding the recommended nominee relevant to

determination of whether the recommended nominee would be

considered independent under the applicable NYSE rules and SEC
rules and regulations

description of any business or personal relationship between the

recommended nominee and the recommending shareholders
including all arrangements or understandings between the

recommended nominee and the recommending shareholders and

any other persons naming such persons pursuant to which the

nomination is to be made by the recommending shareholders

statement signed by the recommended nominee verifying the

accuracy of the biographical and other information about the

nominee that is submitted with the recommendation affirming the

recommended nomines willingness to be director and

consenting to serve as director if so elected

if the recommending shareholders has
beneficially owned more

than 5% of Duke Energys voting stock for at least one year as of the

date the recommendation is made evidence of such beneficial

ownership as specified in the rules and regulations of the SEC

if the recommending shareholders intends to solicit proxies in

support of such recommended nominee representation to that

effect and

all other information relating to the recommended nominee that is

required to be disclosed in solicitations for proxies in an election of

directors pursuant to Regulation 4A under the Exchange Act

including without limitation information regarding the

recommended nominee business experience the class and

number of shares of capital stock of Duke Energy if any that are

beneficially owned by the recommended nominee and material

relationships or transactions if any between the recommended

nominee and Duke Energys management

recommendation to the Board of Directors with respect to any such

letter of resignation The Board of Directors is required to take action

with respect to this recommendation and to disclose its decision-

making process Full details of this policy are set out in our Principles for

Corporate Governance which is posted on our website at

http.//www duke-energy com/corporate-govemance/pdncj/es.asp
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Communicationswith Directors

Interested parties can communicate with any of our directors by writing

to our Corporate Secretary at the following address

Corporate Secretary

Duke Energy Corporation

P.O Box 1321

Charlotte NC 28201-1321

Interested parties can communicate with our lead director by writing to

the following address

Lead Director

do Corporate Secretary

Duke Energy Corporation

P.O Box 1321

Charlotte NC 28201 -1 321

Our Corporate Secretary will distribute communications to the Board of

Directors or to any individual director or directors as appropriate

depending on the facts and circumstances outlined in the

communication In that regard the Duke Energy Board of Directors has

requested that certain items that are unrelated to the duties and

responsibilities of the Board of Directors be excluded such as sparn

junk mail and mass mailings service complaints resumes and other

forms of job inquiries surveys and business solicitations or

advertisements In addition material that is unduly hostile threatening

obscene or similarly unsuitable will be excluded However any

communication that is so excluded remains available to any director

upon request

Corporate Governance Committee

Ann Gray Chair

Michael Browning

Harris DeLoach Jr

Daniel DiMicco

Marie McKee
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DIRECTOR COMPENSATION

Annual Retainer and Fees Effective upon our merger with Progress Energy on July 2012 the Board of Directors approved the following

compensation program fcr our outside directors

In-Person Attendance at In-Person Meetings Not

Meetings Held in Conjunction Held in Conjunction
Fee Other Than With Regular Board With Regular Board

for Meetings of Directors Meeting of Directors Meeting

75000

125000Annual Board of Directors Retainer Stock

Bod of Directors Meeting Fe$ 2000 25X 2000
Annual Lead Director Re amer 75000

Annual Audit Committee Chair Retainer 25000

Annual Chair Retainer Other Committees 15000

Audit Committee Meeting Fees 3000 2500 2000
Nuclear Oversight Commtee Meeting Fees 4000 2500 2000
Qtjsj Qmmftfee Metfrçj 2000 2500 2000

This compensation progrsm is the same as in effect prior to July 2012 except for the following adlustments that became effective upon the

Progress Energy merger

The Annual Board of Directors Retainer Cash was increased from $50000 to $75000

The Annual Board of Directors Retainer Stock was increased from $100000 to $125000

The Annual Lead Director Retainer was increased from $35000 to $75000

The Annual Audit Committee Chair Retainer was increased from $20000 to $25000

The Annual Chair Retainer Other Committees was increased from $10000 to $15000

Annual Stock Retainer for 2012 In 2012 each
eligible director

received the port ion of his or her annual retainer that was payable in

stock in the form of fully-vested shares granted under the Duke Energy

Corporation 2010 Long-Term Incentive Plan Because the increase in

the annual stock retainer from $100000 to $125000 occurred after the

annual stock retainer was provided on May 2012 in connection with

the annual shareholders meeting an additional prorated stock grant

was provided to each eligible director to reflect the increase in the

annual stock retainer offset by the prior stock retainer received for the

same period of time from Duke Energy or Progress Energy

Deferral Plans and Stock Purchases Directors may elect to receive

all or portion of their annual compensation consisting of retainers and

attendance fees on current basis or defer such compensation under

the Duke Energy Corporaflon Directors Savings Plan the Directors

Savings Plan Deferred amounts are credited to an unfunded account

the balance of which is adjusted for the performance of phantom

investment options including the Duke Energy common stock fund as

elected by the director and generally are paid when the director

terminates his or her service from the Board of Directors In connection

with the merger Duke Energy assumed the Progress Energy Inc

Non-Employee Director Deferred Compensation Plan Under this plan

the former Progress Energ/ directors were provided the opportunity to

elect to defer their annual retainer and board attendance fees Any

deferred fees are deemed be invested in stock units The number of

units in each account is adjusted from time to time to reflect the

payment of dividends on the number of shares of stock represented by

the units Payments from the plan are made in cash upon termination of

service Duke Energy also assumed the Progress Energy Inc

Non-Employee Director Stock Unit Plan Stock Unit Plan The Stock

Unit Plan provided for an annual grant of stock units equivalent to

$60000 to each non-employee director prior to the merger The

number of units in each account is adjusted from time to time to reflect

the payment of dividends on the number of shares of stock represented

by the units Payments from the plan are made in cash upon
termination of service

Charitable Giving Program The Duke Energy Foundation

independent of Duke Energy maintains The Duke Energy Foundation

Matching Gifts Program under which directors are eligible to request

matching contributions of to $5000 per director per calendar year

to qualifying institutions In addition Duke Energy maintains Directors

Charitable Giving Program Eligibility for this program has been frozen

and only Ms Gray is eligible Under this program Duke Energy will

make upon the directors death donations of up to $1 000000 to

charitable organizations selected by the director Ms Gray may request

that donations be made under this program during her lifetime in which

case the maximum donation will be reduced on an actuarially-

determined net present value basis In 2012 no donations were made

on behalf cf Ms Gray

Expense Reimbursement and Insurance Duke Energy provides

travel insurance to directors in the amount of $500000 and

reimburses directors for expenses reasonably incurred in connection

with attendance and participation at Board of Directors and committee

meetings and special functions

Gifts Duke Energy presented 2012 holiday gift to each person who

was an outside director as of December31 2012 The aggregate cost

of the gifts to all directors was $1848

Stock Ownership Guidelines Outside directors are subject to stock

ownership guidelines which establish
target

level of ownership of

Duke Enercly common stock or common stock equivalents Currently

each outside director is required to own shares with value equal to at

least five times the annual Board of Directors cash retainer i.e an

ownership level of $375000 or retain 50% of his or her vested annual

equity retainer All outside directors were in compliance with the

guidelines as of December 31 2012

Type of Fee

Meeting Fees

Telephonic
Participation

in Meetings
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Energy the table only provides information for compensation earned by

them after the Progress Energy merger

Change in Pension Value

Fees Earned Stock and Nonqualified Deferred All Other

or Paid in Cash Awards Compensation Earnings Compensation Total

$2 $34 $5 $6Name

Jthn Baksc 7.095 13

William Barnet III 134000 120890 5331 260221

Aiex Bernhardt Sr 148500 120890 13772 5331 28843

Michael Browning 162500 120890 5331 288721

Hanis DeLoach Jr 79592 74386 225 154 13
Daniel DiMicco 134000 120890 331 255221

John Forsgren 134500 120890 331 255i2

Ann Gray 221500 220890 4831 447221

James Hance Jr 142000 120890 331 263221

James Hyler Jr.11 81092 74366 225 155683

Marie McKee 82510 74366 5225 18ZA01

James Reinsch 137500 120890 4906 263296

James Rhodes 161.500 120890 3904 28624

Carlos Saladrigas11 81826 74.366 225 156417

Philip Sharp 152000 120890 2831

Theresa Stone 8793 13 8806

Effective July 2012 Messrs Baker DeLoach Hyler and Saladrigas and Mses McKee and Stone were appointed to the Board of Directors of Duke Energy Effective

July 27 2012 Mr Baker and Ms Stone resigned from the Board of Directors of Duke Energy

Messrs Bernhardt DeLoach DiMicco and Hyler and Dr Rhodes elected to defer $146500 $79592 $134000 $40546 and $80750 respectively of their 2012 cash

compensation under the Directors Savings Plan

This column reflects the grant date fair value of the stock awards granted to each eligible
director during 2012 The grant date fair value was determined in accordance with

the accounting guidance for stock-based compensation See Note 22 of the Consolidated Financial Statements contained in our Annual Report on Form 10-K for the year

ended December31 2012 Annual Report for an explanation of the assumptions made in valuing these awards In May 2012 each sitting director on the Duke Energy

Board received 1558 shares of stock adjusted to reflect the Duke Energy -for-3 reverse stock split that occurred in July 2012 the Reverse Stock Split In order to

reflect the increase in the annual stock retainer from $100000 to $125000 and the prior stock retainer received for the same period of time each director who was

previously on the Duke Energy Board of Directors received an additional prorated stock grant of 320 shares and was previously on the Progress Energy Board of

Directors and was sitting director on the Duke Energy Board of Directors in August 2012 received an additional prorated stock
grant

of 1138 shares In consideration of

extraordinary efforts during 2012 Ms Gray received an additional 1466 shares of stock in August2012 Messrs Bernhardt Browning DeLoach Forsgren Hyler Reinsch

and Saladrigas and Ms McKee and Dr Rhodes elected to defer their 2012 stock retainer of Duke Energy shares under the Directors Savings Plan

As of December31 2012 Dr Rhodes held an option to acquire 2000 shares of Spectra Energy Corp Dr Rhodes acquired this opt ion in connection with Duke Energys

spin-off of its gas businesses effective January 2007 to form Spectra Energy Corp

Reflects above-market interest earned on grandfathered investment fund previously provided under predecessor plan to the Directors Savings Plan Participants can no

longer defer compensation into the grandfathered investment fund but continue to be credited with interest at the fixed rate on amounts previously
deferred into such fund

As described in the following table All Other Compensation for 2012 includes business travel accident insurance premium that was prorated among the directors based

on their service on the Board of Directors during 2012 matching gift contributions made by The Duke Energy Foundation in the directors name to charitable organizations

and holiday gift

Matching
Charitable

Contributions Holiday Gift Total

The following table describes the compensation earned during 2012 by

each individual who served as an outside director during 2012 For the

directors who previously served on the Board of Directors of Progress

Name

Business Travel

Accident

insurance

John Baker II
13 14

William Barnet III
199 5000 132 5331

Alex Bernhardt Sr 199 5000 132 533l1

Michael Browning
199 5000 132 5331

Hams DeLoath Jy 93 132 25
Daniel DiMicco 199 132 331

John Forsgmn 199 132 331

Ann Gray 199 4500 132 4831

James Hance Jr 199 132 33s

James Hyler Jr 93 132 225

100 132 S.22tS

James Reinsch 199 4575 132 4906

James Rhodes 199 3573 132 3904

Carlos Saladrigas
93 132 225

Philip Sharp 199 2500 13 2831

Theresa Stone 13 13
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT

The following table indicates the amount of Duke Energy common stock beneficially owned by the current directors the executive officers listed in

the Summary Compensation Table under Executive Compensation referred to as the named executive officers and all directors and executive

officers as group as of March 2013

Total Shares Percent

Beneficially OwnedllZ of ClassName or Identity of Group

WH$m Bernet Ill

Alex Bet nhardt Sr 39089

MithasI Browning 7144
Harris DeLoach Jr 13748fR DiMicco 23554
John Forsgren 7219

Ln ed
Ann Gray 36613

rtes Hence Jr 2aa9
John 11 Herron

Jns Hyler Jr 2922
Dhiaa Jamil 33951em 218289

Jeffery Lyash 26773

MeM Manly

John McAtthi.ir 85488

Mafl Mckee .-

Mark Mulhertr 63339
mas Renech i3877

James Rhodes 20215

Jefriee Rogers .4

Carlos Saladrigas 1100

Philbt R.Sharp to
Directors and executive officers as group 24 2406349

Represents less than 1%

Includes the following nun ber of shares with respect to which directors and executive officers have the right to acquire beneficial ownership within sixty days of March

2013 Mr Barnet 117 Mr Bernhardt 1324 Mr Browning 15036 Mr DeLoach 1151 Mr DiMicco 9446 Mr Forsgren 6197 Ms Good 8112
Ms Gray Mr Hance --0 Mr Herron Mr

Hyler 1151 Mr Jamil Mr Johnson Mr Lyash Mr Manly Mr McArthur Ms McKee 115
Mr Muihern Mr Reinsch 6197 Or Rhodes 1138 Mr Rogers 927917 Mr Saladrigas 230 Dr Sharp and all directors and executive officers as

group 993458

Does not include the following number of shares that are deemed to be held in nonqualified deferred compensation plans for the directors and executive officers but which

are not deemed to be betieficially owned pursuant to the applicable SEC rules Mr Barnet 1055 Mr Bernhardt 11918 Mr Browning 22851 Mr DeLoach

24276 Mr DiMicco Mr Forsgren Ms Good 60 Ms Gray Mr Hance Mr Herron Mr Hyler 9325 Mr Jawil 1524 Mr Johnson 2723
Mr

Lyash 3552 Mr Manly Mr McArthur Ms McKee 47191 Mr Mulhern 845 Mr Reinsch Dr Rhodes 10244 Mr
Rogers 76880

Mr Saladrigas 22761 and Dr Sharp

Mr Herron joined the Board of Directors on March 2013 Since that time the Company has not had an open trading window during which Mr Herron could have acquired

shares of Duke Energy securities

Provided as of the date ol termination of employment

The following table lists the jeneficial owners of 5% or more of Duke Energys outstanding shares of common stock as of December 31 2012 This

information is based on the most recently available reports filed with the SEC and provided to us by the company listed

Shares of Common Stock

Beneficially OwnedName or Identity of Beneficial Owner Percentage

BlackRock Inc 363664121 5.16

40 East 52 Street

New York NY 10022

State Street Corporation 426411632 6.1

One Lincoln Street

Boston MA 02111

According to the Schedule 3G filed by BlackRock Inc these shares are beneficially owned as BlackRock Inc is the parent holding company or control
person

in accordance

with Rule 3d-i b1 iiG Lo various investment companies and has sole voting power with respect to 36366412 shares zero shares with shared voting power sole

dispositive power with
regard to 36366412 shares and zero shares with shared dispositive power

According to the Schedule 3G filed by State Street Corporation these shares are beneficially owned as State Street Corporation is the parent holding company or control

person in accordance with Rule 3d-i b1 iiG to various investment companies and has zero shares with sole voting power shared voting power with respect to

42641.163 shares zero shares with sole dispositive power and shared dispositive power with respect to 42641.163 shares
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PROPOSAL RATIFICATION OF DELOITTE
TOUCHE LLP AS DUKE ENERGY
CORPORATIONS INDEPENDENT
PUBLIC ACCOUNTANT FOR 2013

Representatives of Deloifte are expected to be present at the annual meeting They will have an opportunity to make statement and will be available

to respond to appropriate questions Information on Deloitts fees for services rendered in 2012 and 2011 are listed below These fees exclude

accounting fees and services for Progress Energy paid prior to the Progress Energy merger

DUKE ENERGY

Type of Fees
2012 2011

Audit Fees1t 8OOOQO
Audit-Related Fees2 2460000 2750000
Tax FOes 8750Oc 2O80OO
All Other Fees14

30000 35000

TOTAL EES T.
Audit Fees are fees billed or expected to be billed by Deloitte for

professional services for the audit of Duke Energys consolidated financial statements included in

Duke Energys annual report on Form 10-K and review of financial statements included in Duke Energys quarterly reports on Form 10-a for services that are normally

provided by Deloitte in connection with statutory regulatory or other filings or engagements or for
any

other service performed by Deloitte to comply with generally accepted

auditing standards

Audit-Related Fees are fees billed by Deloitte for assurance and related services that are reasonably related to the performance of an audit or review of Duke Energys
financial statements including assistance with acquisitions and divestitures and internal control reviews

Tax Fees are fees billed by Deloitte for tax return assistance and preparation tax examination assistance and professional services related to tax planning and tax
strategy

All Other Fees are fees billed by Deloitte for any services not included in the first three
categories

To safeguard the continued independence of the independent public

accountant the Audit Committee adopted policy that provides that

the independent public accountant is only permitted to provide services

to Duke Energy and its subsidiaries that have been pre-approved by the

Audit Committee Pursuant to the policy detailed audit services audit-

related services tax services and certain other services have been

specifically pre-approved up to certain categorical fee limits In the

event that the cost of any of these services may exceed the

pro-approved limits the Audit Committee must pro-approve the

service All other services that are not prohibited pursuant to the SECs
or other applicable regulatory bodies rules or regulations must be

specifically pro-approved by the Audit Committee All services

performed in 2012 and 2011 by the independent public accountant

were approved by the Duke Energy Audit Committee and legacy

Progress Energy Audit Committee pursuant to their pro-approval

policies

The Board of Directors Recommends Vote FOR the Ratification of Deloitte Touche LLP
as Duke Energy Corporations Independent Public Accountant for 2013
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REPORT oF THE AUDIT COMMITTEE

The following is the report of the Audit Committee with respect to

Duke Energys audited financial statements for the fiscal year ended

December 31 2012

The information contained in this Audit Committee Report shall not be

deemed to be soliciting material or filed or incorporated by

reference in future filings
with the SEC or subject to the liabilities of

Section 18 of the Securities Exchange Act of 1934 as amended the

Exchange Act except tc the extent that Duke Energy specifically

incorporates it by reference into document filed under the Securities

Act of 1933 as amended the Exchange Act

The purpose of the Audit Committee is to assist the Board in its general

oversight of Duke Energys financial reporting internal controls and

audit functions The Audit Committee Charter describes in greater

detail the full responsibilities of the committee and is available on our

website at http//www duke-en ergy.com/corporate-goverflanCe/

board-committee-charters/audit.aSP

The Audit Committee has eviewed and discussed the consolidated

financial statements with management and Deloitte Touche LLP

Deloitte the Compaiys independent public accountant

Management is responsib for the preparation presentation and

integrity of Duke Energys financial statements accounting and financial

reporting principles establishing and maintaining disclosure controls

and procedures as defined in Exchange Act Rule 13a-15e

establishing and maintaining internal control over financial reporting as

defined in Exchange Act Rule 3a-1 5l evaluating the effectiveness of

disclosure controls and procedures evaluating the effectiveness of

internal control over financial reporting and evaluating any change in

internal control over financisl reporting that has materially affected or is

reasonably likely
to materially affect internal control over financial

reporting Deloitte is responsible for performing an independent audit of

the consolidated financial statements and expressing an opinion on the

conformity of those financial statements with accounting principles

generally accepted in the United States GAAP as well as expressing

an opinion on the effectiveness of internal control over financial

reporting

The Audit Committee reviewed the Companys audited financial

statements with management and Deloitte and met separately with

both management and Deoitte to discuss and review those financial

statements and reports prior to issuance These discussions also

addressed the quality nol just
the acceptability of the accounting

principles the reasonableness of significant judgments and the clarity

of disclosures in the inancial statements Management has

represented and Deloitte has confirmed that the financial statements

were prepared in accordance with GAAP

In addition management completed the documentation testing and

evaluation of Duke Energys system of internal control over financial

reporting in response to the requirements set forth in Section 404 of the

Sarbanes-Oxley Act of 2002 and related regulations The Audit

Committee was kept apprised of the progress of the evaluation and

provided oversight and advice to management during the process In

connection with this oversight the Audit Committee received periodic

updates provided by management and Deloitte at each regularly

scheduled Audit Committee meeting At the conclusion of the process

management presented to the Audit Committee on the effectiveness of

the Companys internal control over financial reporting The Audit

Committee also reviewed the report of management contained in the

Companys Annual Report on Form 10-K for the fiscal year ended

December 31 2012 Form 10-K filed with the SEC as wet as

Deloftte Report of Independent Registered Public Accounting Firm

included in the Company Form 10-K related to its audit of the

consolidated financial statements and financial statement schedules

and ii the effectiveness of internal control over financial reporting The

Audit Committee continues to oversee the Company efforts related to

its internal control over financial reporting and managements

preparations for the evaluation in fiscal 2013

The Audit Committee has discussed with Deloitte the matters required

to be discussed by professional and regulatory requirements including

but not limited to the standards of the Public Company Accounting

Oversight Board regarding The Auditors Communications with Those

Charged with Governance In addition Deloitte has provided the Audit

Committee with the written disclosures and the letter required by

Public Company Accounting Oversight Board Ethics and

Independence Rule 3526 Communications with Audit Committees

Concerning Independence that relates to Deloittes independence

from Duke Energy and its subsidiaries and the Audit Committee has

discussed with Deloitte the firms independence

Based on its review of the consolidated financial statements and

discussions with and representations from management and Deloitte

referred to above the Audit Committee recommended that the audited

financial statements be included in Duke Energys Form 10-K for filing

with the SEC

Audit Committee

Carlos Saladrigas Chair

Alex Bernhardt Sr

Michael Browning

John Forsgren

James Hyler Jr

James Rhodes
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PROPOSAL ADVISORY VOTE TO APPROVE
DUKE ENERGY CORPORATIONS
NAMED EXECUTIVE OFFICER

COMPENSATION

At our annual meeting in 2011 our shareholders recommended that

our Board of Directors hold say-on-pay votes on an annual basis As

result we are providing our shareholders with the opportunity to

approve on nonbinding advisory basis the compensation of our

named executive officers as disclosed in this proxy statement This

proposal gives our shareholders the opportunity to express their views

on the compensation of our named executive officers

In connection with this proposal the Board of Directors encourages

shareholders to review in detail the description of the compensation

program for our named executive officers that is set forth in the

Compensation Discussion and Analysis beginning on page 36 as well

as the information contained in the compensation tables and narrative

discussion in this proxy statement

As described in more detail in the Compensation Discussion and

Analysis section the guiding principle of our compensation philosophy

is that pay should be linked to performance and that the interests of our

executives and shareholders should be aligned Our compensation

program is designed to provide significant upside and downside

potential depending on actual results as compared to predetermined

measures of success significant portion of our named executive

officers total direct compensation is directly contingent upon achieving

specific results that are important to our long-term success and growth

in shareholder value We supplement our pay-for-performance

program with number of compensation policies that are aligned with

the long-term interests of Duke Energy and its shareholders

We are asking our shareholders to indicate their support for the

compensation of our named executive officers as disclosed in this

proxy statement by voting FOR the following resolution

RESOLVED that the shareholders of Duke Energy approve on an

advisory basis the compensation paid to Duke Energys named

executive officers as disclosed pursuant to Item 402 of Regulation S-K

of the Securities Act of 1933 as amended including the Compensation
Discussion and Analysis the compensation tables and the narrative

discussion in Duke Energys 2013 proxy statement

Because your vote is advisory it will not be binding on the Board of

Directors the Compensation Committee or Duke Energy The

Compensation Committee however will review the voting results and

will take them into consideration when making future decisions

regarding the compensation of our named executive officers

The Board of Directors Recommends Vote FOR the Approval of the Compensation of

Our Named Executive Officers as Disclosed in this Proxy Statement

DUKE ENERGY 2013 Proxy Statement 35



REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee of Duke Energy has reviewed and

discussed the Compensation Discussion and Analysis with

management and based on such review and discussions the

Compensation Committee recommended to the Board of Directors

that the Compensation Ditcussion and Analysis be included in this

proxy statement

Compensation Commthee

Marie McKee Chair

Daniel DiMicco

John Forsgren

Ann Gray

James Hance Jr

COMPENSATION DISCUSSION AND ANALYSIS

The purpose of this Compensation Discussion and Analysis is to

provide information about Duke Energys compensation objectives and

policies for our named executive officers

Our named executive officers for 201 include Messrs Rogers Manly

and Jamil and Ms Good each of whom was employed by Duke Energy

for the entire year These individuals are sometimes referred to as

current Duke Energy named executive officers The discussion

regarding the current Duke Energy named executive officers focuses on

compensation earned by them for the entire 2012 year both before and

after the Progress Energy merger

Executive Summary

Our named executive officers also include four executives who were

previously employed by Progress Energy Inc and who resigned shortly

after the Progress Energy merger Messrs Johnson Lyash McArthur

and Mulherri These individuals are sometimes referred to as former

Progress Energy named executive officers The discussion regarding

the former Progress Energy named executive officers only focuses on

compensation earned by them following the Progress Energy merger

and is contained primarily under the heading Former Progress Energy

Named Executive Officers on page 47 References to our named

executive officers throughout the Compensation Discussion and

Analysis generally refer to the current Duke Energy named executive

officers

2012 was very important year for Duke Energy

We often say that safety comes first and 201 was testament to

the focus of our employees During the year we achieved the best

employee safety record in the companys history

On July 2012 we completed the Progress Energy merger to create

the largest regulated utility company in the United States with

approximately million customers across regulated jurisdictions

The strategic
combination gives us size and scale and is expected to

deliver significant efficiencies for the benefit of our customers our

investors our employeeu and our other stakeholders over time

Financially our adjusted diluted earnings per share for 2012 were at

the upper end of our annual guidance range We ended 201 with

adjusted diluted earnings per share of $4.31 for purposes of our

short-term incentive plai within our guidance range of $4.20 to

$4.35 We also increasEd our quarterly
dividend by approximately

2% and had dividend yield of approximately 4.8% as of the end of

2012 Our total shareholder return TSR for 2012 exceeded the

TSR of the Philadelphia Utility Index and since we announced the

Progress Energy merger in early 2011 through the end of 2012 our

TSR of 32% has significantly outperformed the Philadelphia Utility

Indexs TSR of 17%

We continued to advance our $9 billion fleet modernization program

by successfully bringing three major new power plants into service in

North Carolina the 825-megawatt Cliffside pulverized coal plant

the 620-megawatt Dan River combined-cycle natural gas plant and

the 920-megawatt Wayne County combined-cycle natural gas plant

This modernization program will allow us to ultimately retire up to

6800 megawatts of older less efficient coal units across our

regulated portfolio by 2015

Our combined nuclear organization has wide-ranging experience

and depth of talent Today we operate nuclear fleet of

approximately 10500 megawatts with all of our 11 operating units

located in the Carolinas During 2012 our operational performance

for the combined nuclear fleet was strong We achieved capacity

factor for the fleet of over 90 percent excluding Crystal River for

the thirteenth consecutive year This exceptional performance

provided our customers the benefit of efficient and reliable baseload

nuclear generation
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Pay for Performance Program

The guiding principle of our compensation philosophy is that pay
should be linked to performance and that the interests of executives

and shareholders should be aligned Our compensation program is

designed to provide significant upside and downside potential

depending on actual results as compared to predetermined measures

of success

As described below the variable and equity based components of our

compensation program are the short-term incentives STI and

long-term incentives LTI Our STI opportunities are provided under

an annual cash bonus plan the payout of which is dependent on

corporate operational and individual performance Our LTI

opport unities are provided through three-year equity based

compensation plan i.e restricted stock units and performance

shares the payout of which is also dependent on corporate

performance

As result significant portion of our named executive officers total

direct compensation which consists of base
salary as well as target

STI and LTI opportunities is directly contingent upon achieving

specific results that are important to our long-term success and growth

in shareholder value For example

In 2012 100% of Mr Rogers total direct compensation opportunity

consisted of stock awards grants of stock options restricted stock

units and performance shares He did not receive base salary and

was not eligible for cash bonus In order to ensure that the entire

executive team is aligned Mr Rogers performance shares are

subject to the same corporate performance measures applicable to

the incentive opportunities provided to the other named executive

officers under the STI and LTI programs

Approximately 74% of the total direct compensation opportunity

assuming target performance for our named executive officers was

provided in 2012 in the form of STI and LTI

The actual amount of compensation received by the named executive

officers in connection with STI and LTI opportunities varies based on

our stock price and the extent to which predetermined corporate

operational and individual goals are achieved The following charts

illustrate the components of the target total direct compensation

opportunities provided to our named executive officers

LONG-TERM INCENTIVES LTI

Restricted Stock Units RSUs
Stock Options

Performance Shares

TARGET COMPENSATION MIX FY 2012

consisting of base salary short-term incentives long-term incentives

CEO OTHER CURRENT NEOs

100% 74%
Performance and Stock Linked Performance and Stock Linked

ANNUAL COMPENSATION

lift Base Salary

Short-Term Incentives Cash
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AT DUKE ENERGY WE.

Compensate our Chief Executive Officer substantially through

stock-based awards Mr Rogers is compensated primarily

through stock awards He does not receive base salary or

cash bonus and he is generally not eligible to participate
in

Tie high rotc of the pay 01 our other executives to corporate

and ndMdual performance In 2012 approximately 74% of the

total direct compensation opportunity assuming target

performance for our other named executive officers was

provided in the form ol STI and

Require significant
stock ownership We maintain aggressive

guidelines to reinforce the importance of Duke Energy stock

ownership This is iriterrded to align the interests of executives

and shareholders and to focus the executives on our long-term

success

Mr Rogers minimum level of Duke Energy shares equal to

10 times the base pay of his highest-paid direct report

Other named execul lye officers three times base pay

Non-employee directors five times the annual cash retainer

Each of our named executive officers and directors was in

Maintain stack holding policy Each named executive officer is

required to hold 50% of all shares acquired under the

program after the payment of any applicable taxes and 100%

of all shares acquired jpon the exercise of stock options after

payment of the exercise price and taxes until the applicable

stock ownership requirement is satisfied

Tie incentive compensation to clawback policy We maintain

clawback policy which would allow us to recover certain

incentive compensaticn based on financial results in the event

those results were restated due at least partially to the recipients

fraud or misconduct or ii an inadvertent payment based on an

JflqQrrect_calculgp..__________

Provide consistent Itvel of severancO benefits We maintain an

Executive Severance Plan in order to provide consistent

approach to executive severance and to provide eligible

employees including ur named executive officers excluding

Mr Rogers with certainty and security
while they are focusing

on their duties and reaponsibilities Under this plan severance

benefits are payable only if our named executive officers incur

qualifying termination of employment i.e voluntary termination

Maintain shareholdEr approval policy for severance

agreenienti We have policy generally to seek shareholder

approval for any futuns agreements with our named executive

officers that provide severance benefits in excess of 2.99 times

the executives annual compensation or that provide for tax

AT DUKE ENERGY WE DO NOT..

Provide employment agreerroents to broad qiuJlJ Except for

our Chief Executive Officer no other executives are provided

with comprehensive employment agreement unless assumed

in connection with the acquisition of another company

Permit hedging of Duke Energy securities We have policy that

prohibits employees including the named executive officers from

trading in options warrants puts and calls or similar instruments

in connection with Duke Energy securities or selling

Duke Energy securities short or holding such securities in

_mginou0t_._
Provide severance benefits upon change ir Our

change in control agreements provide cash severance only upon

double trigger meaning that change in control severance

benefits are payable only if our named executive officers incur

qualifying termination of employment /.e voluntary termination

for good reason or an involuntary termination without cause
and the termination occurs in connection with change in

control of Ouke Energy

Provide Golden Parachute Tax GrossUua We do not provide

excise tax gross-ups for severance benefits received by our

current Duke Energy named executive officers under the change

in control agreements or under the Executive Severance Plan

However as result of the Progress Energy merger we

assumed change in control severance plan i.e the Progress

Energy Inc Management Change-In-Control Plan that provides

golden parachute tax gross-up payments under certain

circumstances This tax-gross up provision was adopted by

Progress Energy prior to the Progress Energy merger The

former Progress Energy named executive officers who

terminated employment in connection with the Progress Energy

merger did not receive golden parachute tax gross-up payments

ontninating_empipyr0flL_

Encourage excessive or inapprophqfe
rk takiig thrunl

compensatIon -program Our plans focus on aligning

Duke Energys compensation policies with the long-term

interests of Duke Energy and avoid rewards that could create

unnecessary risks to the company as evidenced by the policies

escnibednpage 4__
Provide excessive perquisites Our perquisites program is limited

to an executive physical an airline membership club to facilitate

travel limited personal use of corporate aircraft subject to the

requirement that the executive reimburse Duke Energy for the

direct operating costs for such travel financial planning and

matching charitable contributions See page 45 for additional

details

Align Interests of Named Executive Officers and Shareholders

We supplement our pay for performance program with number of compensation policies intended to align the interests of management and our

shareholders Following are ey features of our executive compensation program

gross-ppJn cionwjaterpJptiQnyI --
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AT DUKE ENERGY WE..
-__________________

Corny with an equity award granting policy In recognition of

the importance of adhering to specific practices and procedures

in the granting of equity awards the Compensation Committee

has adopted policy that applies to the granting of equity

awards for employees and directors Under this policy annual

grants to employees may be made at any regularly scheduled

meeting provided that reasonable efforts will be made to make

such grants at the first regularly scheduled meeting each

calendar year and annual grants to outside directors may be

made by the Board of Directors at any regularly scheduled

meeting provided that reasonable efforts will be made to make

such grants at the regularly scheduled meeting that is held in

cojuncdon with the annu meeting of sharehoers each year

LIse an independent compensation consuitant The

Compensation Committee has engaged Frederic Cook

Company Inc to report directly to the Compensation Committee

as its independent compensation consultant The consultant has

been instructed that it is to provide completely independent

advice to the Compensation Committee and is not permitted to

provide any services to Duke Energy other than at the direction

p1çprsaticn

Consideration of Results of Shareholder Advisory Votes on Executive

Compensation

As required by the Dodd-Frank Act we included shareholder vote on confirmation that our compensation program including our emphasis
executive compensation in last years annual proxy statement Because on pay-for-performance is structured and designed to achieve our

our shareholders strongly supported the compensation of our named stated goals and objectives As result we have continued to

executive officers as disclosed in the 201 annual proxy statement emphasize pay-for-performance alignment and our 2012

i.e 92.4% of the votes represented in person or by proxy the compensation program as described below continues to reflect this

Compensation Committee views the results of this advisory vote as philosophy

Objectives of the Compensation Program

Our executive compensation program is designed to

attract and retain talented executive officers and key employees by reward individual performance and

providing total compensation competitive with that of other

executives and key employees of
similarly sized companies and with encourage long-term commitment to Duke Energy and align the

similar complexity whether within or outside of the utility sector
interests of executives with shareholders by providing significant

portion of total compensation in the form of stock based incentives

emphasize performance based compensation which motivates and requiring target levels of stock ownership
executives and key employees to achieve strong financial and

operational performance in manner that balances short-term and

long-term results

Setting Executive Compensation Levels

During the annual performance evaluation in early 2012 the

Compensation Committee confirmed that the total direct

compensation levels for the current Duke Energy named executive

officers generally remained competitive as compared to market

surveys showing each element of total compensation against

comparable positions at comparable companies For utility specific

positions the market data sources were the Towers Watson CDB

Energy Services Executive Compensation Database which consists of

the 106 companies listed on Appendix and ii the Philadelphia Utility

Index For general corporate positions the market data sources also

included the Towers Watson CDB General Industry Executive

Compensation Database which consists of the 108 companies with

revenues between $10 billion and $20 billion as listed on Appendix

After reviewing this information in February 2012 the Compensation

Committee decided to only make compensation adjustments that

addressed immediate concerns based on market survey information

and internal comparisons of the compensation of our other executives
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The Compensation Committee delayed making significant

compensation adjustments for our named executive officers until after

the closing of the Progress Energy merger so that it could consider

whether the market data sources would continue to be appropriate

following the Progress Energy merger As result the Compensation

Committee only made ciange to the base salary of Ms Good in

February 2012 as described on page 41

We completed the Progres Energy merger on July 2012 at which

time we combined the two management teams The Compensation

Committee considered our existing executive compensation program

and the Progress Energy program and agreed to continue our existing

incentive compensation prc gram following the Progress Energy merger

in manner that would provide consistent compensation program for

the newly-consolidated management team reflect each executives

role after the Progress Energy merger recognize the increased scope of

each executives role in
lighl

of the combined companys increased size

and complexity and assist with the retention of the management team

In order to offer competitive compensation opportunities to attract

retain and motivate qualified executives the Compensation

Compensation Committee Advisors

Committee intends to structure each element of compensation in the

competitive range of the market data for each position while retaining

flexibility
to make adjustments to specific compensation elements to

respond to market conditions promotions individual performance

experience levels or other circumstances

At least once year the Compensation Committee reviews tally sheets

for each named executive officer which include summary of

compensation paid in prior years compensation for the current year

the valuation at various assumed stock prices of all outstanding equity

awards and summary of amounts payable upon termination of

employment under various circumstances This information allows the

Compensation Committee to evaluate the total compensation package

for each named executive officer as well as adjustments to specific

elements of the total direct compensation package After reviewing this

information the Committee was able to confirm that the 2012 target

total direct compensation for the named executive officers was within

the competitive range of the market data and ii the Committee is able

to better understand the relationship of various components of the total

compensation program to each other

The Compensation Committee has engaged Frederic Cook

Company Inc to report directly to the Compensation Committee as its

independent compensation consultant The compensation consultant

generally attends each Compensation Committee meeting and

provides advice to the Compensation Committee at the meetings

including reviewing and commenting on market compensation data

used to establish the compensation of the executive officers and

directors the terms and performance goals applicable to incentive plan

awards and analysis with respect to specific projects and information

regarding trends and competitive practices The consultant has been

instructed that it is to provide completely independent advice to the

Compensation Committee and is not permitted to provide any services

to Duke Energy other than at the direction of the Compensation

Committee With the consent of the Chair of the Compensation

Committee the consultant may meet with management to discuss

strategic issues with respect to executive compensation and assist the

consultant in its engagement with the Compensation Committee The

Compensation Committee has assessed the independence of Frederic

Cook Company Inc pursuant to SEC mules and concluded that

no conflict of interest exists that would prevent the consulting firm from

independently advising the Compensation Committee

Elements of Duke Energys Compensation Program and How They Relate

to Objectives _____ ____ ___________________________________

As discussed in more detail below during 2012 the principal components of compensation for the named executive officers were

base salary

short-term incentive compensation

long-term equity incentive compensation and

retirement and welfare benefits and perquisites
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Following is summary of each principal compensation component

provided to the current Duke Energy named executive officers during

2012 The discussion of the compensation paid to the former Progress

Energy named executive officers after the Progress Energy merger can

be found under the heading Former Progress Energy Named

Executive Officers on page 47

Base Salary The salary for each executive is based upon job

responsibilities level of experience individual performance

comparisons to the salaries of executives in similar positions obtained

from market surveys and internal comparisons Mr Rogers is paid

substantially in the form of equity based compensation and he does not

receive base salary

The Compensation Committee conducted an annual performance

review in February 2012 and determined that the base salary levels

established for 2011 for each of our named executive officers should

remain in effect through 2012 or if earlier the close of the proposed

Progress Energy merger except with respect to Ms Good Effective as

of March 2012 Ms Goods base salary was increased from

$600000 to $615000 This adjustment was made after considering

market survey information and internal comparisons to the

compensation levels of our other executives

Following the Progress Energy merger the Compensation Committee

reviewed updated market data sources based on the increased scope

of each executives role in light of the combined companys size and

complexity and made the following adjustments to base salary levels

effective upon the Progress Energy merger Ms Goods base salary

was increased from $615000 to $625000 and Mr Jamils base salary

was increased from $525000 to $550000

Short-Term Incentive Compensation STI opportunities are provided

to our named executive officers other than Mr Rogers under the

Duke Energy Corporation Executive Short-Term Incentive Plan STI

Plan to promote the achievement of annual performance objectives

Each year the Compensation Committee establishes the incentive

opport unity for each participating executive officer which is based on

percentage of his or her base salary along with the corporate

operational and individual goals that must be achieved to earn that

incentive opportunity Unless deferred the earned STI opportunity is

paid in cash

2012 Short-Term Incentives The Compensation Committee

approved the same STI target opportunities for the named executive

officers for 2012 as applied in 2011 which were as follows

REWARD
ELEMENT

OBJECTiVE

FIXED

VARIABLE

HOW AWARD VALUE

IS CALCULATED

Provides fixed element of The salary for each executive is based upon job responsibilities level of

compensation which is paid experience individual performance comparisons to the salaries of executives

in cash and is intended to help in similar positions obtained from market surveys and internal comparisons

attract and retain the best talent Mr Rogers does not receive base salary

Retirement Assists executives with the IDuke Energys health and welfare benefits are comparable to the benefits provided

and welfare management of their health and by peers xx determined based on market surveys Each named executive officer

Benefits provides for retirement savings in other than Mr Rogers is provided the opportunity to deter compensation under

tax-advantaged manner savings plans and earn pension benefits under cash balance pension plans

See page 45 for additional details

Promotes the achievement of

Short-Term Performance is measured against individual financial and operational measures

Incentive
annual performance oblectives

including adjusted diluted earnings per share operations and maintenance

Compensation
The performance measures and

plan design are reviewed annually
expense reliability and safety Each named executive officers target opportunity is

calculated by reference to his or her base salary
to ensure that they support See below for additional details

our strategy

Long-Term

Incentive

Awards

Motivates sustained pertorniance

over the long-term and aligns

the interests of our executives

and our shareholders

Each named executive officer receives combination of restricted stock units and

performance shares The restricted stock units are designed principally to reward

continued employment and the performance shares are designed principally to

reward both continued employment and achievement as measured against

pre-established performance measures Mr Rogers also receives stock options

See page 43 for additional details

Incentive Opportunitya%
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Corporate Objectives During 201 depending on actual performance participating named executive officers were eligible to earn up to

83.75% of the amount of tOeir STI target opportunity This opportunity was based on several corporate objectives including Duke Energys

achievement of an adjusted diluted earnings per share EPS goal an operations and maintenance OM expense control goal and reliability

goal all of which had an aggregate weighting of 80% The Compensation Committee established the targets for each goal in February 2012 and

reserved the right to make equitable adjustments to reflect the pending Progress Energy merger In connection with the Progress Energy merger and

the Reverse Stock Split the Compensation Committee exercised its discretion to adjust the performance goals by modifying the EPS and OM
performance targets to reflect the contributions from Progress Energy and ii adding two additional reliability goals to reflect the performance of the

Progress Energy fleet The 2012 corporate goals which were selected to promote management actions beneficial to Duke Energys various

stakeholders including investors and customers were as follows along with actual performance results

Threshold Target

Weight 50% 100% Maximumt2t Result Payout

Adjusted Diluted EPSI31 50%
As established in February 2012 1.33 1.42 1.51

As adjusted for the Progress Energy merger an4

the Reverse Stock Split 99 4.25 453 4.31 118.52%

OM Expense Control 20%

As established in February 2012 364 3605M 3530M

As adjusted for the Progress Energy merger 4645M 4555M 4465M 4401 150%

Reliability141 10%

Regulated Generation Commercial Availability

Legacy Duke Energy Fosril Fleet 88.43% 89.79% 90.93% 86.50% 0%

Nuclear Generation Capacity Factor 1S% OaOO% 95.25% 91.85% 74.44%

System Average Interruption Frequency Index SAIFI 1.18 1.07 0.96 1.09 90.91%

System Average Interruption Duration lndx $A03 152 138 124 140 92.86%

Commercial Availability Midwest and Renewables

Yield 88.50% 90.80% 92.94% 92.92% 149.53%

International Equivalent AvailabSty 92.00% 9400% 98.00% 92.98% 74.50%

Progress Energy Carolinas Commercial Availability

added after the Progress Energy merger 84.70% 87.00% 89.30% 87.00% 100%

Progress Energy Florida Commerotal AvUab4ty

added after the Progress Energy rnerges JLtO% 8240% 85.10% 82.50% 101 52%

For additional information ibout the calculation of the EPS and 0M
expense

control measures see page 49

payout of up to 200% of tie target opportunity is available for the adjusted diluted EPS goal and payout of up to 150% of the target opportunity is available for the 0M
and reliability goals

If an adlusted
diluted performance level of at least $1.28 was not achieved the participating named executive officers would not have received payout under the 2012

STI Plan This circuit breaker was increased to $3.84 as result of the Progress Energy merger
and our Reverse Stock Split

The reliability goals are calculated as described below Each reliability goal contains weighting of one-seventh of the aggregate weighting of 10% for reliability except that

each of the two reliability ljoals that relate to Progress Energys fleet contain weighting
of 1/14 of the aggregate weighting for reliability

System Average lnterrup.ion Frequency Index SAlE measure of

the number of sustained outages greater than five minutes in

duration experienced during the year per customer served from both

transmission and distribution systems calculated in accordance with

the applicable guidelines set forth in the IEEE Standard 1366 Guide

for Electric Power Distribution Reliability Indices including application

of the major event day exclusions described therein

System Average Interrug f/on Duration Index SAID measure of

the number of outage minutes experienced during the year per

customer served from both distribution and transmission systems

calculated in accordance with the applicable guidelines set forth in

the IEEE Standard 1366 Guide for Electric Power Distribution

Reliability Indices inducing application of the major event day

exclusions described therein

Commercial Availability Midwest and Renewables Yield

composite measure of non-regulated fossil generation reliability

determined as the weighted percentage of time the non-regulated

fossil generation units are available to generate electricity where the

availability each hour is weighted by the difference between market

price and unit cost and renewables energy yield metric

determined by comparing actual generation to expected generation

based on wind speed at the turbines

Goalihi

Regulated Generation Commercial Availability Legacy Duke Energy

Fossil Fleet measure of regulated fossil generation reliability

determined as the weighed percentage of time the regulated fossil

generation units are available to generate electricity where the

availability each hour is weighted by the difference between market

price and unit cost

Nuclear Generation Capacity Factor measure of the amount of

electricity produced by nuclear generating unit relative to the

amount of electricity the unit is capable of producing International Equivalent Availability measure of the amount of

electricity that potentially could be produced by an international

generating unit relative to the amount of electricity the unit is actually

producing

Regulated Generation Commercial Availability Progress Energy

Carolinas measure of regulated generation reliability for Progress

Energy Carolinas determined as the weighted percentage of time

the regulated generation Linits are available to generate electricity

where thin availability each hour is weighted by the difference

between market price and unit cost

Regulated Generation Commercial Availability Progress Energy

Florida measure of regulated generation reliability for Progress

Energy Florida determined as the weighted percentage of time the

regulated generation units are available to generate electricity where

the availability each hour is weighted by the difference between

market price and unit cost
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Individual Objectives The remaining 20% of each
participating

named executive officers 2012 opportunity under the STI Plan was

based on individual objectives The individual goals in the aggregate

could result in payout with respect to the target opportunity equal to

50% in the event of threshold performance 100% in the event of target

Ms Goods 2012 individual goals were as follows

performance and 50% in the event of maximum performance As

described below the individual goals for each of Ms Good and

Messrs Manly and Jamil for 2012 consisted of combination of

strategic and operational objectives which were measured based on

subjective determination

Safety Component In order to encourage continued focus on

safety the Compensation Committee included the following safety

measures in the 2012 STI Plan

Safety Penalty The STI Plan payments for each of the participating

named executive officers were subject to safety penalty of 5%

depending on Duke Energys 2012 enterprise-wide total incident

case rate TICR TICR is standard industry safety measurement

that is calculated based on the number of Occupational Safety and

Health Administration recordable injuries per 100 workers per year In

February 2012 the Compensation Committee established TICR

safety goal of 0.88 In connection with the merger the Compensation

Committee adjusted the 11CR safety goal so that it applied in two

equally-weighted parts as follows the first half of the safety penalty

applied if an enterprise-wide TICR of 0.88 measured without regard

to Progress Energy was not achieved as measured against the entire

2012 calendar year and ii the second half of the safety penalty

applied if an enterprise-wide TICR of 0.80 measured with regard to

Progress Energy was not achieved as measured against the entire

2012 calendar year Duke Energys actual TICR result in 2012 was

0.69 which was better than the safety goal such that the safety

penalty was not triggered and did not decrease the 2012 STI Plan

awards

Safety Addei The SI Plan payments of the participating named

executive officers were also eligible for safety adder that could

result in an increase of 5% if there were no work-related fatalities of

any Duke Energy employee contractor or subcontractor during

2012 including the employees contractors and subcontractors of

Progress Energy for the portion of 2012 after the merger Because no
such work-related fatalities occurred during 2012 the safety adder

resulted in 5% increase to the payments of eligible employees

including the
participating named executive officers

The aggregate achievement level with respect to the individual goals for

each of Ms Good and Messrs Manly and Jamil was 137% 133% and

130% respectively As result of the aggregate corporate operational

and individual performance Ms Good and Messrs Manly and Jamil

earned bonuses under the 2012 STI Plan equal to $648401
$626165 and $558004 respectively

Long-Term Incentive Compensation Opportunities under the LTI

program are provided to our named executive officers other than

Mr Rogers who receives separate LTI awards based in
part on the

same performance measures that apply under the LII program to the

other named executive officers to align executive and shareholder

interests in an effort to maximize shareholder value In this regard each

Goal Weighting Description

Progress Energy Merger 10% Provide effective support and collaboration with respect to the Progress Energy merger
inducing evaluating and providing strategic guidance related to regulatory hurdles the

detemilnation of an approach to create value for shareholders and maintain the proposed
benefits for customers and the delivery of the synergies related to the Progress Energy

merger
Regulatory Initiatives S/o Provide effective support and collaboration to achieve key 2012 rate and regulatory

initiatives

Finance Initiatives 5% Provide effective support and collaboration with respect to the restructuring and

recapitalizatianin Ohio focused investor targeting and employee engagement and focus

Mr Manlys 2012 individual goals were as follows

Goal Weighting Description

Regulatory Initiatives 7%

Mr Jamils 2012 individual goals were as follows

Goal Weighting Description

Nuclear Generation 5% Improve safety reliabIlity and cost efficiency including focus on fleet governance and

alignment of nuclear generation

Regulated Generation 5% Improve safety commercial availability arid cost efficiency including focus on new plant

start-ups and future decommissioning of coal-fired units for regulated generation

Supply Chain 5% Manage the enterprise supply chain operations in cost effective manner optimize the

function through increased efficiencies mitigate risks through effective vendor management
and develop alliances to support emerging business needs

Safety 5% Expand efforts to improve the Duke Energy enterprise safety practices and results
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year the Compensation Corr mittee reconsiders the design and amount

of the LII awards and generally grants equity awards at the

Compensation Committees first regularly scheduled meeting each

year Duke Energys executive officers do not have role in selecting the

date on which LII awards are granted Because the closing price of

Duke Energys common stock is key factor in determining the number

of shares in each employees LTI award the Compensation Committee

considers volatility when determining the size of LII plan awards

2010-2012 Performance Shares under the 2010 LTI Program The

2010 performance share cycle commenced on January 2010 and

ended on December 31 2012 The performance shares generally vest

only to the extent two equally weighted performance measures are

satisfied The first measure is based on Duke Energys relative total

shareholder return TSR for the three-year period from January

2010 to December 31 2012 as compared to the companies in the

Philadelphia Utility Index as follows

Relative TSR Percent Payout of

Performance Target 201 0-2012

Percentile Performance Shares

75th Percentile

50th Percentile 100%

Target

50%

Below 25th 0%

Percentile

For purposes of the LTI program TSR is calculated based on the

change expressed as percentage in the fair market value of an initial

2012 LTI Program

investment ir common stock over specified period with dividends

reinvested

The second measure is based on Duke Energys adjusted return on

equity ROE for the three-year period from January 2010 to

December 31 2012 as follows

Percent Payout of

Adjusted Target 2010-2012 Payout of

Achieved ROE Performance Shares Result Target

150% 10.64% 150%

9.5% Target 100%

50%

Lower than 9% 0%

For additional information about the calculation of the ROE measure

see page 5C

In the aggregate this performance corresponds to payout of 139.7%

of the target number of 2010-2012 performance shares plus dividend

equivalents earned during the 2010-2012 performance period The

following
table lists the number of 2010-2012 performance shares

adjusted for the Reverse Stock Split to which Ms Good and

Messrs Manly and Jamil became vested at the end of the performance

cycle

201 0-2012 Performance Shares

22819

23810

17361

Based on Total

Grant Date Shareholder Return

In order to enhance our retention incentives the 2012 restricted stock

units generally vest in equal portions on each of the first three

anniversaries of the grant date provided the recipient continues to be

employed by Duke Energy on each vesting date or his or her

employment terminates by reason of retirement subject to compliance

with restrictive covenants e.g non-competition In order to

emphasize pay for performance the 2012 performance shares

generally vest at the end of the three-year performance period only to

the extent two equally weighted performance measures are satisfied

The first measure is basEd on Duke Energys relative TSR for the

three-year performance period from January 2012 to December 31

2014 as compared to the companies in the Philadelphia Utility Index

as follows

The second measure is based on Duke Energys adlusted ROE over the

three-year performance period from January 2012 to December 31

2014 as follows

Adjusted Achieved ROE

ii or HigPer 150%

10% Target
100%

94% 50%

Below 9.4% 0%

The LII program incorporates the adjusted ROE performance measure

in 2012 in recognition of the capital intensive nature of Duke Energys

business The Compensation Committee believes that this

performance measure provides an additional incentive to efficiently and

effectively
allocate capital and measure overall business performance

For additional information about the calculation of the ROE measure

see page 50

Payout of

Result Target

Name

Lynn Good

Marc Manly

Dhiaa Jamil

The Compensation Committee approved an LII opportunity in 2012 equal to 200% of base salary for Ms Good and Messrs Manly and Jamil which

was the same LTI opportunity that was provided to each of these named executive officers in 2011 Under the 2012 LII program 30% of each

participating
named executive officers LTI opportunity was provided in the form of restricted stock units and the remaining 70% was provided in the

form of performance shares as follows all as adjusted for the Reverse Stock Split

2012-2014 Performance Shares at Target Level

Name

Lynn Good 2/2712012 6811 6811 5838

Marc Manly 2/27/2012 6644.5 6644.u 5696

Dhiaa Jamil 2/27/2012 5814 5814 4984

Based on Adjusted
Return on Equity ROE Restricted stock units

Percent Payout of Target

Performance Shares

Relative TSR Performance

Percentile

Percent Payout of Target

Performance Shares

75th Percentile or Higher 150%

50 Percentile Target 100%

25th PercentIle 50%

Below 25 Percentile 0%
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Retirement and Welfare Benefits and Perquisites Our named

executive officers participate in the retirement and welfare plans

generally available to other eligible employees In addition in order to

attract and retain key executive talent we believe that it is important to

provide the executive officers including our named executive officers

with certain limited retirement benefits that are offered only to select

group of management The retirement plans that are provided to our

named executive officers including the plans offered only to select

group of management are described on pages 57 61 These benefits

are comparable to the benefits provided by peers of Duke Energy as

determined based on market surveys

Duke Energy provides the named executive officers with the same
health and welfare benefits it provides to all other similarly situated

employees and at the same cost charged to all other
eligible

employees The named executive officers also are entitled to the same

post-retirement health and welfare benefits as those provided to

similarly situated retirees

Perquisite Description

Severance Duke Energy has entered into change in control

agreements with Ms Good and Messrs Manly and Jamil Under these

agreements each such named executive officer would be entitled to

certain payments and benefits if change in control were to occur

and within two years following the change in control Duke Energy

terminated the executives employment without cause or the

executive terminated his employment for good reason The
severance protection provided by Duke Energy is generally two times

the executive annual compensation and becomes payable only if

there is both change in control and
qualifying termination of

employment The Compensation Committee approved the two times

severance multiplier after consulting with its advisors and reviewing the

severance protection provided by peer companies The Compensation
Committee believes that the protection provided through these

severance arrangements is appropriate in order to diminish the

uncertainty and risk to the executives roles in the context of potential

or actual change in control The benefit levels under the change in

control agreements are described in more detail under the Potential

Payments Upon Termination or Change in Control section of this proxy

statement The change in control agreements do not provide for golden

parachute excise tax gross-up payments

In order to ensure that Duke Energy continues to provide reasonable

severance benefits the Compensation Committee has established

policy pursuant to which it generally will seek shareholder approval for

Mr Rogers does not participate in any of these employee benefit plans

on going forward basis except with respect to the receipt of health

and welfare benefits and ii he can elect to defer his stock awards
under the terms of the Duke Energy Corporation Executive Savings

Plan Mr Rogers however maintains balances under certain of these

plans reflecting previously accrued benefits

Additionally in 2012 Duke Energy provided our named executive

officers with certain other perquisites which are disclosed in footnote

to the Summary Compensation Table Duke Energy provides these

perquisites as well as other benefits to certain executives in order to

providØcompetitive compensation packages The cost of perquisites

and other personal benefits are not part of base
salary and therefore

do not affect the calculation of awards and benefits under

Duke Energys other compensation arrangements e.g retirement and

incentive compensation plans Unless otherwise noted each of our

named executive officers received the perquisites and other benefits

described in the following table

any future agreement with certain individuals e.g named executive

officer that provides severance benefits in excess of 2.99 times the

sum of the executives base salary and annual bonus plus the value of

continued participation in welfare retirement and equity compensation

plans determined as if the executive remained employed for 2.99

additional years Under the policy Duke Energy also will seek

shareholder approval of any such agreement that provides for the

payment of any tax gross-ups by reason of the executives termination

of employment including reimbursement of golden parachute excise

taxes

The Duke Energy Executive Severance Plan provides varying levels of

severance protection to senior executives The Compensation
Committee believes that this plan is appropriate in order to provide

consistent approach to executive severance and to provide eligible

executives with
certainty and security while they are focusing on their

duties and responsibilities Severance payments and benefits would

only be paid in the event that an eligible executives employment is

involuntarily terminated without cause or is voluntarily terminated for

good reason and are subject to compliance with restrictive

covenants e.g non-competition The severance payments and
benefits that would be paid in the event of

qualifying termination of

employment to those senior executives who are identified as Tier

Participants including Ms Good and Messrs Manly and Jamil

generally approximate two times their annual compensation The

Executive Physical Eac ecutive Is erhitled to the annual bun.ement of up to $2500 for the cost of comprehensive

ph examination Pursuant to his emi it agreement in lieu of receiving payment of up to $2500
Mr ers is eligible to be reithbursed fo cust of comprehensive physical examination at the Mayo
Clinic

Airline Membership Each executive other than Mr Rogers is led to Chairmans Preferred Status at U.S Airways
Personal Travel on Roger person ice With advance approval from the

Corporate drcraft Chief
--

corporate aircraft for personal travel in

nca use he aircraft for personal travel he or

ivel However Mr Rogers is not

physical described above or to

..nies he serves Although Mr Rogers is

entitled under his employment agreement r-u ayment of tax gross-up for expenses
associated with his spouse accompanyinc business as never requested nor received such
tax gross-up for his spouses travel For cit thA nnrnrirnt irr2fr

--

footnote to the Summary Compensation
Financial Planning and Each year we reimburse each

participating executive other than Mr Rogers for expenses incurred for tax and
Tax Preparation Services financial planning services This program is administered on three-year cycle such that

participating

executives can be reimbursed for up to $15000 of eligible expenses during the three-year cycle

Matching Charitable The Duke Energy Foundation independent of Duke Energy maintains The Duke Energy Foundation Matching
Contributions Gifts Program under which all empfoyees are eligible for matching contributions of up to $5000 per calendar

year to qualifying institutions
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Executive Severance Plan prohibits the payment of severance if an

executive also would be entitled to severance payments and benefits

under separate agreement or plan maintained by Duke Energy

including the change in control agreements described above The

Executive Severance Plan does not provide for golden parachute

excise tax gross up payments The benefit levels under the Executive

Severance Plan are described in more detail under the Potential

Payments Upon Termination or Change in Control section of this proxy

statement

Compensation of the Chief Executive Officer

The Compensation Committee is responsible for establishing the

compensation of the Chief Executive Officer The Compensation

Committees objective in this regard is to motivate and retain Chief

Executive Officer who is committed to delivering sustained superior

performance for all of Duke Energys stakeholders The Corporate

Governance Committee however establishes the Chief Executive

Officers individual goals and based upon input from the other

members of the Board of Directors determines his performance with

respect to those goals

Duke Energy entered into an employment agreement with Mr Rogers

effective February 19 2009 Under this agreement Mr Rogers does

not receive base salary
and he is generally not eligible

to participate in

Duke Energys incentive compensation and benefit plans including its

cash bonus programs but he is permitted to participate in

Duke Energys medical and dental plans if he pays the required

premiums Mr Rogers also in entitled to certain fringe benefits and he

remains entitled to benefits under legacy plans and agreements of

Cinergy Corp which mergd with Duke Energy in 2006

Under the employment agrEement Mr Rogers will be compensated

through 2013 primarily through annual grants of stock options

restricted stock units and performance shares as follows

An annual stock option grant with value of $1600000 in each

case vesting ratably in three equal annual installments Mr Rogers

generally may not dispose of any shares acquired upon exercise of

any such options until January 2014 except to pay the exercise

price of the option or related tax withholding

An annual restricted stock unit award with value of $2000000 in

each case vesting ratably in four equal quarterly installments

following grant Dividend equivalents are payable currently in cash

An annual performance share award based on annual performance

metrics consistent with those established for the other named

executive officers under the STI Plan except that the maximum

payment is equal to 199.50% of the target opportunity rather than

183.75% with target value of $2000000 Dividend equivalents are

accumulated and paid cnly if the underlying performance shares

become payable

long term performance share award based on performance over

three year performance p.sriod with performance metrics consistent

with those established fo the other named executive officers under

each years LTI program with target value of $2400000 Dividend

equivalents are accumulated and paid only if the underlying

performance shares become payable

The value of the equity awards for the first calendar year of the contract

i.e 2009 was prorated in r.scognition of the fact that the equity awards

made under Mr Rogers prior agreement were intended to compensate

him through April 2009 The Compensation Committee believes that

the equity awards called for under the agreement strike balance

between awards designed principally to reward continued employment

the restricted stock unit awards and awards designed principally to

reward both continued employment and stock price and operational

performance the stock options and performance share awards

Moreover by linking the performance metrics under the performance

shares to those applicable to Duke Energys other named executive

officers the Compensation Committee is ensuring that all of the named

executive officers are focused on achieving goals designed to increase

shareholder value

Mr Rogers employment agreement contains non-competition and

non-solicitation obligations The non-competition obligations survive for

one year following his termination of employment for any reason and

the non-solictation obligations survive for two years following his

termination of employment for any reason

For 2012 Mi Rogers annual performance shares covered 31641

shares of Duke Energy common stock at target performance and as

adjusted for our Reverse Stock Split The performance criteria

applicable to the annual performance shares were weighted 50%

20% and 10% on the same adjusted diluted EPS goal OM expense

control goal and reliability goal respectively as were applicable for the

other named executive officers under the 2012 STI Plan except for

different maximum payout as described above and the remaining 20%

was based on the following individual goals

Progress Energy Merger weightingi 0% Accomplish the best

result for our stakeholders with respect to the proposed Progress

Energy merger including evaluating and providing strategic guidance

related to the regulatory hurdles to the merger determining an

approach that will create value for our shareholders and maintain the

proposed benefits to customers delivering on the synergies related

to the Progress Energy merger redefining
and executing on our

growth strategy fostering employee engagement and focus during

year of uncertainty so we are positioned to execute on our growth

strategy and identifying and creating risk maps for all aspects of the

Progress Energy merger including the risks associated with the

regulatory requirements

Regulatory Initiatives weighting iO% Provide support with

respect to regulatory initiatives including achieving regulatory clarity

and managing the Edwardsport IGCC construction project on

schedule in order to achieve the targeted in-service date providing

support guidance and strategic
vision with regard to the

development and prosecution of rate case filings providing direction

on influencing
the legislative agencies regarding environmental and

nuclear priorities and identifying and creating risk maps for all

regulatory initiatives

The annual portion of Mr Rogers 2012 performance share opportunity

was subject to the same 5% TICR-based safety penalty and 5% safety

adder in the event of no work-related employee or contractor fatality

that applied to the other participating named executive officers under

the 2012 STI Plan The penalty was not triggered due to the fact that

Duke Energys actual TICR was better than the pre-established target

TICR level In addition the Compensation Committee determined that

the safety adder was achieved and would increase the payout of

Mr Rogers annual 2012 performance shares by 5%

The aggregate achievement level with respect to Mr Rogers individual

goals was 119.65% Based on the actual level of achievement of the

corporate objectives and individual objectives Mr Rogers earned

138.85% of his 2012 annual performance share opportunity resulting

in payout of 43933 shares plus dividend equivalents
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Mr Rogers also was granted long-term performance shares in 2010

with respect to the 2010-2012 performance period These

performance shares were subject to the same two equally weighted

performance measures that applied to other participating
named

executive officers as described on page 44 Based on Duke Energys

performance Mr Rogers received payout of 68023 performance

shares plus dividend equivalents earned during the 2010-2012

performance period which is equal to payout of 139.7% of the target

number of Mr Rogers 2010-201 performance shares

For 2012 the performance criteria applicable to the long-term portion

of Mr Rogers performance shares were the same two equally

weighted predetermined measures based on TSR and adjusted ROE

as were applicable for the other participating named executive officers

under the 2012 LTI program as measured over the 2012-2014

performance period If earned such performance shares would be paid

in early 2015

Actions Taken in Connection with the Progress Energy Merger

Mr Rogers entered into term sheet with Duke Energy on January

2011 in connection with the announcement of merger agreement

with Progress Energy The term sheet provided that Mr Rogers

employment agreement would be amended to reflect the fact that

following the merger Mr Rogers would serve as Executive Chairman of

the Board of Directors of Duke Energy and would cease to serve as

President and Chief Executive Officer The term sheet also provided for

Mr Rogers compensation arrangement to remain the same as under

his current employment agreement through December 31 2013

Upon the closing of the Progress Energy merger on July 2012

Mr Rogers employment agreement was amended as described above

in the term sheet and Mr Johnson assumed the role of President and

Chief Executive Officer of Duke Energy On July 2012 Mr Johnson

resigned from this role and the Board of Directors of Duke Energy

requested that Mr Rogers continue as Chief Executive Officer and

President of Duke Energy rather than serving as Executive Chairman as

originally contemplated Mr Rogers accepted the Board of Directors

request and the prior amendment to Mr Rogers employment

agreement was nullified on July 2012 resulting in the continuation

without change of Mr Rogers original employment agreement which

expires on December 31 2013

With Mr Rogers consent and in connection with settlement

agreement entered into on November 29 2012 by and among

Duke Energy the staff of the North Carolina Utilities Commission and

the North Carolina Utilities Commission Public Staff Mr Rogers has

chosen to retire by December 31 2013 at the expiration of his current

employment agreement As result of Mr Rogers decision

Duke Energy currently is undertaking steps to name new Chairman of

the Board of Directors and new Chief Executive Officer

Former Progress Energy Named Executive Officers

On July 2012 we completed the Progress Energy merger In connection with the Progress Energy merger Mr Johnson was appointed our

President and Chief Executive Officer Mr Lyash was appointed Executive Vice President Energy Supply Mr McArthur was appointed Executive

Vice President Regulated Utilities and Mr Mulhern was appointed Executive Vice President Chief Administrative Officer At that time the

Compensation Committee reviewed updated market data sources in light
of the increased scope of responsibilities for the former Progress Energy

named executive officers and established the following total direct compensation levels

Pre-Progress Post-Progress Pre-Progress Post-Progress

Energy Merger Energy Merger Energy Merger Energy Merger

Target STI Target STI Target LTI Target LTI

Pre-Progress Post-Progress Opportunity Opportunity Opportunity Opportunity

Energy Merger Energy Merger as of as of as of as of

Base Salary Base Salary base salary base salary base salary base salary
Name

William Johnson .1061000 1100.000 100% 125% 350% 500%

Jeffrey Lyash 480588 515000 55% 80% 175% 200%

John McArthur 517719 625000 55% 70% 175% 200%

Mark Mulhern 500000 500000 55% 70% 175% 175%

The Compensation Committee adjusted Mr Lyashs compensation
two times in connection with the closing of the Progress Energy merger First on July 2012 the

Compensation Committee increased his base salary from $480588 to $500000 increased his annual target STI opportunity as percentage of his base salary from 55%

to 70% and increased his annual target opportunity as percentage of his base salary from 175% to 190% Subsequently on July 2012 the Compensation

Committee increased his base salary from $500000 to $515000 increased his annual target STI opportunity as percentage of his base salary from 70% to 80% and

increased his annual target opportunity as percentage
of his base salary from 190% to 200%

Mr Johnson resigned from his position on July 2012

Messrs McArthur and Muihern resigned from their respective positions

on July 11 2012 and Mr Lyash resigned from his position on

December 31 2012 Following is discussion of the compensation

arrangements and decisions with respect to each of these former

Progress Energy named executive officers following the merger As

described below the severance benefits for each of these former

Progress Energy named executive officers were based substantially on

the benefits provided under the Progress Energy Inc Management

Change-in-Control Plan the Progress Energy CIC Plan which plan

was assumed by Duke Energy in connection with the Progress Energy

merger The Compensation Committee did not establish the severance

levels under the Progress Energy CIC Plan Instead the severance

levels under the Progress Energy CIC Plan were established by

Progress Energy prior to the Progress Energy merger

Mr Johnson On June 27 2012 Duke Energy entered into

three-year employment agreement with Mr Johnson that provided for

his employment as Duke Energys President and Chief Executive

Officer effective as of the closing of the merger on July 2012 The

employment agreement was based on the term sheet that was

executed at the time that the merger agreement was signed on

January 2011 and provided Mr Johnson with the compensation

adjustments described above The agreement also provided

Mr Johnson with severance benefit protection that was substantially

the same as that provided under the Progress Energy CIC Plan except

that he would not be entitled to an excise tax gross-up relating to

Section 280G of the Internal Revenue Code

In connection with Mr Johnsons resignation from Duke Energy on

July 2012 he negotiated separation agreement with Duke Energy

In consideration for Mr Johnsons agreement to cooperate with
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Duke Energy with respect to transition matters his agreement to

non-competition non- solicitation non-disparagement and

confidentiality covenants and release of claims the separation

agreement provided Mr Johnson with substantially the same

severance benefit protecton as provided under the Progress Energy

CIC Plan including if such taxes would have been due tax gross-up

for excise taxes relating to Section 280G of the Internal Revenue Code
The actual amount of Mr Johnsons separation benefits were not of

such an amount that they resulted in the imposition of an excise tax

relating to Section 280G of the Internal Revenue Code and therefore

no tax gross-up was paid In addition in consideration of the various

covenants identified above Mr Johnson was eligible under the

separation agreement to receive lump sum payment equal to the

lesser of $1 500000 or ii the portion of the $1500000 that when

aggregated with the other payments that were contingent upon
change in control would not be an excess parachute payment within

the meaning of Section 280G of the Internal Revenue Code but in any

event such payment would not be less than $500000

Mr Johnson also was entit ed to his accrued and unpaid benefits under

Progress Energys retirement and deferred compensation plans These

benefits were earned durirg Mr Johnsons employment with Progress

Energy and were not enhanced or increased as result of the

separation agreement The severance benefits paid to Mr Johnson are

set out in footnote of the Summary Compensation Table on page 52

and in the Potential Payments Upon Termination or Change in Control

section on page 66

Messrs McArthur and Muihern Each of Messrs McArthur and

Mulhern resigned from Duke Energy effective on July 11 2012 In

connection with the resignations each of them entered into

separation agreement that provided substantially the same severance

benefit protection as that provided upon voluntary termination of

employment for good reason under the Progress Energy CIC Plan

The actual severance benefits paid to each of Messrs McArthur and

Mulhern are set out in footnote of the Summary Compensation Table

on page 52 and in the Potential Payments Upon Termination or Change
in Control section on page 66

There was however one change to the severance benefits provided

under the Progress Energy CIC Plan In general under the Progress

Energy CIC Plan each of Messrs McArthur and Mulhern would be

entitled to full vesting of al assumed equity awards upon voluntary

termination of employment for good reason with any performance

shares vesting at the target level The separation agreements for

Messrs McArthur and Mulhern provided that all of their performance

shares would vest at the larget level except that their performance

shares for the 201 2-2014 performance cycle would continue to vest

based on the same performance goals as amended by the

Compensation Committee after the merger that apply to other former

Progress Energy executives who remain employed with Duke Energy

subject to minimum payout of no less than 50% of target The two

adjusted performance meatures that would continue to apply to these

performance shares for the 201 2-2014 performance cycle as well as to

the 201 2-2014 performance shares of other former Progress Energy

executives who remain employed with Duke Energy are set forth

below

The first measure is based on Progress Energys relative TSR for the

three-year performance period from January 2012 to

December 31 2014 as compared to the TSR of the companies in

customized peer group comprised of highly regulated utilities In

connection with the Prcgress Energy merger the Compensation
Committee adjusted the TSR goal to provide that it would be

measured by reference to the common stock of Progress Energy for

the period prior to the merger and by reference to the common stock

of Duke Energy for the period after the merger and ii the peer group

of companies against which the TSR is measured was amended to

remove Duke Energy for the entire performance period The peer

group after the removal of Duke Energy consisted of the following

companies Alliant Energy Corporation American Electric

Power Inc Consolidated Edison Great Plains Energy Inc NV

Energy Inc PGE Corporation Pinnacle West Capital Corporation

Portland General Electric Company SCANA Corporation Southern

Company Westar Energy Inc Wisconsin Energy Corp and Xcel

Energy Inc

The second measure is based on Progress Energys rate of earnings

growth during the performance period In connection with the

Progress Energy merger the Compensation Committee adjusted the

earnings growth goal to provide that it would be calculated by

reference to the on-going earnings per share of Duke Energy for the

entire 2012-2014 performance period with such growth measured

based on an earnings per share baseline of $4.23 for the 2011

calendar year

Duke Energy entered into consulting agreement with Mr McArthur in

connection with settlement agreement entered into on November 29
2012 by and between Duke Energy the staff of the North Carolina

Utilities Commission and the North Carolina Utilities Commission Public

Staff Under this agreement Mr McArthur will provide advice and

consulting services on matters related to legal regulatory and legislative

policy issues advanced by Duke Energy before the North Carolina

General Assembly and the North Carolina Utilities Commission as well

as on methods and procedures for maintaining good relationships with

government officials in North Carolina The consulting agreement

terminates on December 31 2014 with certain exceptions and

provides Mr McArthur with retainer of $14880 per month

Mr Lyash In addition to the compensation adjustments described

above the Compensation Committee provided Mr Lyash with

retention agreement on July 2012 under which he would be paid

$1000000 less applicable taxes subject to him remaining

continuously employed with Duke Energy until the second anniversary

of the Progress Energy merger Effective on December 31 2012
Mr Lyash resigned from Duke Energy resulting in the forfeiture of this

retention agreement In connection with Mr Lyashs resignation he

entered intci separation agreement that provided substantially the

same severance benefit protection as that provided upon voluntary

termination of employment for good reason under the Progress

Energy CIC Plan The actual severance benefits paid to Mr Lyash are

set out in footnote of the Summary Compensation Table on page 52

and in the Potential Payments Upon Termination or Change in Control

section on page 66

Amendment to Progress Energy Supplemental Plan In connection

with the Progress Energy merger and pursuant to the terms of the

merger agreement entered into by Duke Energy and Progress Energy

on July 2012 the Compensation Committee amended the

Duke Energy Corporation Executive Cash Balance Plan the ECBP to

provide that the portion of the Progress Energy Supplemental Senior

Executive Retirement Plan the Progress Energy Supplemental Plan
relating to the ten active participants in the Progress Energy

Supplemental Plan including the former Progress Energy named

executive officers was merged into the ECBP As result the

nonqualified retirement benefits that were originally to be provided to

the former Progress Energy named executive officers under the

Progress Energy Supplemental Plan are instead provided pursuant to

the amended ECBP The amended ECBP provides that the former

Progress Energy named executive officers would
participate in the
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ECBP and be entitled to nonqualif led retirement pension benefits equal
to the greater of

The sum of the accrued benefit under the Progress Energy

Supplemental Plan frozen as of the closing of the Progress Energy

merger based on applicable service and compensation earned prior

to the closing of the merger and ii future benefits under the ECBP
with respect to service and compensation levels following the closing
of the Progress Energy merger or

The benefits earned under the Progress Energy Supplemental Plan

as increased by post-Progress Energy merger service and cost of

living adjustments

Risk Assessment of Compensation
Policies and Practices

In consultation with the Compensation Committee members of

management from Duke Energys Human Resources Legal and Risk

Management groups assessed whether our compensation policies and
practices encourage excessive or inappropriate risk taking by our

employees including employees other than our named executive

officers This assessment included review of the risk characteristics of

Duke Energys business and the design of our incentive plans and
policies

Management reported its findings to the Compensation Committee
and after review and discussion the Compensation Committee
concluded that our plans and policies do not encourage excessive or

inappropriate risk taking Although significant portion of our executive

compensation program is performance based the Compensation
Committee has focused on aligning Duke Energys compensation
policies with the long-term interests of Duke Energy and avoiding
rewards that could create unnecessary risks to the company as

evidenced by the following

We do not use highly leveraged STI goals but instead the STI

opportunities are based on balanced performance metrics that

promote long-term goals and all payouts are capped at

pre-established percentage of the
target payment opportunity

Our LTI opportunities generally vest over period of three years in

order to focus our executives on long-term performance and
enhance retention Our performance shares are granted annually and
have overlapping three-year performance periods so any
inappropriate risks taken to increase the payout under one award
could jeopardize the

potential payouts under other awards

We use variety of performance metrics i.e adjusted diluted EPSOM expense reliability safety TSR adjusted ROE that correlate to

long-term value and our performance goals are set at levels that we
believe are reasonable in light of past performance and market

conditions

Our stock ownership policy requires the members of our Executive

Leadership Team including our named executive officers to hold

minimum level of Duke Energy shares to ensure that each executive

has personal wealth tied to the long-term success of Duke Energy
and is therefore aligned with shareholders and

We maintain clawback policy which allows Duke Energy to

require the reimbursement of any incentive compensation the

payment of which was predicated upon the achievement of financial

results that were subsequently the subject of restatement caused
or part ially caused by the recipients fraud or misconduct

It also

entitles us to recover inadvertent payments based on an incorrect

calculation

Tax and Accounting Implications

Deductibility of Executive compensation The Compensation
Committee reviews and considers the deductibility of executive

compensation under Section 162m of the Internal Revenue Code
which pmvides that Duke Energy generally may not deduct for federal

income tax purposes annual compensation in excess of $1 million paid
to certain employees Performance based compensation paid

pursuant to shareholder approved plans is not subject to the deduction
limit as long as such compensation is approved by outside directors

within the meaning of Section 162m of the Internal Revenue Code and
certain other requirements are satisfied

Although the Compensation Committee generally intends to structure
and administer executive compensation plans and arrangements so
that they will not be subject to the deduction limit of Section 162m of

the Internal Revenue Code the Compensation Committee may from
time to time approve payments that cannot be deducted in order to

maintain
flexibility in structuring appropriate compensation programs in

the interests of shareholders For example restricted stock unit awards
received by certain employees and amounts paid to certain employees
under the STI Plan with respect to individual objectives may not be
deductible for federal income tax purposes depending on the amount
and other types of compensation received by such employees

Accounting for Stock Based Compensation Duke Energy
recognizes stock-based compensation based upon the estimated fair

value of the awards net of estimated forfeitures The recognition period
for these costs begins at either the applicable service inception date or

grant date and continues throughout the requisite service period or for

certain share based awards until the employee becomes retirement

eligible if earlier Share based awards including stock options but not

performance shares granted to employees that are already retirement

eligible are deemed to have vested immediately upon issuance and
therefore compensation cost for those awards is recognized on the
date such awards are granted

Non-GAAP Financial Measures As described previously in this

Compensation Discussion and Analysis Duke Energy uses various

financial measures including adjusted diluted EPS and OM expense
in connection with short-term and long-term incentives Adjusted
diluted EPS is non-GAAP financial measure as it represents diluted

EPS from continuing operations attributable to Duke Energy common
shareholders adjusted for the per share impact of special items and the

mark-to-market impacts of economic hedges related to certain

generation assets in the Commercial Power segment Duke Energys
management also uses adjusted diluted EPS as measure to evaluate

operations of the Company The OM expense measure used for

incentive plan purposes also is non-GAAP financial measure as it too
is adjusted for the impact of certain of these items Special items

represent certain charges and credits which management believes will

not be
recurring on regular basis although it is reasonably possible

such charges and credits could recur The impact of an asset

impairment is special item that generally is excluded from adjusted
EPS Mark-to-market adjustments reflect the mark-to-market impact of

derivative contracts which is recognized in GMP earnings immediately
as such derivative contracts do not

qualify for hedge accounting or

regulatory accounting treatment used in Duke Energys hedging of

portion of the economic value of its generation assets in the

Commercial Power segment The economic value of the generation
assets is subject to fluctuations in fair value due to market price volatility
of the input and output commodities e.g coal power and as such
the economic hedging involves both purchases and sales of those input

and output commodities related to the generation assets Because the

operations of the generation assets are accounted for under the

accrual method management believes that excluding the impact of

mark-to-market changes of the economic hedge contracts from
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adjusted earnings until settlement better matches the financial impacts

of the hedge contract with the portion of the economic value of the

underlying hedged asset Tie most directly comparable GMP

measures for adjusted diluted PS and OM expense measures used

for incentive plan purposes are reported diluted EPS from continuing

operations attributable to Duke Energy Corporation common

shareholders and reported OM expense from continuing operations

which include the impact of special items and the mark-to-market

impacts of economic hedges in the Commercial Power segment For

purposes of the LTI program adjusted ROE is calculated based on the

average of the annual adjusted ROE with equity determined on

quarterly basis earned by Duke Energy during the applicable

performance period with each annual adjusted ROE being calculated

by dividing adjusted net income by average shareholders equity which

is calculated by reference to shareholders equity as reported on

Duke Energys consolidated balance sheet excluding goodwill Under

this calculation adjusted net income is determined in manner similar

to the methodology used for calculating adjusted diluted EPS for

purposes of the STI Plan
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SUMMARY COMPENSATION TABLE

The following table provides compensation information for our Chief Executive Officer Mr Rogers and our Chief Financial Officer Ms Good and the

three other most highly compensated executive officers who were employed on December 31 2012 Messrs Lyash Manly and Jamil The table

also provides compensation information for Mr Johnson who served as our Chief Executive Officer for period during 2012 as well as

Messrs McArthur and Mulhern each of whom would have been rnong the three most highly compensated executive officers if they had remained

employed through December31 2012 The table provides information for 2010 and 2011 only to the extent that the named executive officer was

included in the Duke Energy Summary Compensation Table for those years For the named executive officers who joined us from Progress Energy

Messrs Johnson Lyash McArthur and Muihern the table only provides information for compensation earned after the Progress Energy merger

Change in

Pension

Value and

Nonqualified

Non-Equity Deferred

Stock Option Incentive Plan Compensation All Other
Name and Principal Salary Bonus Awards Awards Compensation Earnings Compensation Total

Position Year $3 $4 $5
James Rogerst6 2012 6373023 1600000 388257 369229 8730609

Chairman President 2011 6439381 1600001 328742 412134 8780258
Chief Executive Officer 2010 6440180 1600000 352289 422712 8815181

Lynn Good 2012 617500 1220361 648401 523 790 76515 3086 567

Executive Vice President 2011 595833 1213768 495545 187708 84317 2577171
Chief Financial Officer 2010 575000 1163575 710528 437235 77000 2963338

William Johnsonm 2012 6346 5032838 23616736 28655920
Former President Chief

Executive Officer

Jeffrey Lyash8l 2012 259481 698580 382 816 7340877
Former Executive Vice

President of Energy Supply

Marc Manly 2012 600000 1190573 626165 528654 201381 3146773
Executive Vice President 2011 600000 1213768 499010 384160 130172 2827110
and President 2010 600000 1214108 653820 567171 49341 3084440
Commercial Businesses

Dhiaa Jamil19 2012 537500 1041760 558004 192123 90821 2420208

Executive Vice President 2011 520833 1062092 415669 135802 68619 2203015

President Duke Energy

Nuclear

John McArthur10 2012 12620 1606027 2565871 4811433 8995951
Former Executive Vice

President of Regulated

Utilities

Mark Mulhernt11t 2012 13942 2999145 704321 2.212415 5929823

Former Executive Vice

President Chief

Administrative Officer

This column does not reflect the value of stock awards that were actually earned or received by the named executive officers during each of the
years

listed above Rather

as required by applicable SEC rules this column reflects the aggregate grant date fair value of the performance shares based on the probable outcome of the performance

conditions as of the date of grant and restricted stock units granted to our named executive officers in the applicable year The aggregate grant date fair value of the

performance shares
granted

in 2012 to Messrs Rogers Manly and Jamil and Ms Good assuming that the highest level of performance would be achieved is

$7590092 $1259997 $1102509 and $1291570 respectively Pursuant to the terms of the Progress Energy merger agreement Duke Energy was required to

assume Progress Energy equity awards and convert them to Duke Energy performance shares of equivalent value This column also reflects the incremental fair value

related to the modification upon the termination of employment of Messrs McArthur and Mulhern on July11 2012 of the restricted stock units and the target number of

performance shares that were granted by Progress Energy to Messrs McArthur and Mulhern under the Progress Energy Inc 2007 Equity Incentive Plan for the

2010-2012 2011-2013 and 2012-2014 performance periods In connection with the termination of employment of Messrs McArthur and Muihern the restricted stock

units became vested and the performance shares for the 2010-2012 and 2011 -2013 performance periods were sett led at the
target number of shares and the

performance shares for the 2012-2014 performance period continued to vest based on the applicable performance goals as amended by the Compensation Committee

after the Progress Energy merger subject to minimum payout of 50% of the target number of shares This column does not reflect the portion of Mr McArthurs restricted

stock units and performance shares that would have vested in
any

event due to the fact that he was eligible for retirement The aggregate grant date fair value of the awards

was determined in accordance with the accounting guidance for stock-based compensation See Note 22 of the Consolidated Financial Statements contained in our Annual

Report for an explanation of the assumptions made in valuing these awards
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This column dons not reflect the value ot shares that were actually acquired upon the exercise of stock options by Mr Rogers during each ot the years listed above Rather

as required by applicable SEC rules this column retlects the aggregate grant date fair value ot the stock options granted to Mr Rogers in the applicable year The aggregate

grant date fair value was yetermiried in accordance with the accounting guidance for stock-based compensation See Note 22 of the Consolidated Financial Statements

contained in our Annual Feport for an explanation of the assumptions made in valuing these awards

With respect to the applicable performance period this column reflects amounts payable under the Duke Energy Corporation Executive Short-Term Incentive Plan Unless

deferred the 2012 amounts were paid in March 2013

This column includes the amounts listed below The amounts listed were earned over the 12-month period ending on December 31 2012

Roqers Good Johnson Lyash Manly Jamil McArthur Muihern

Change In Actuarial Present Value of Accumulated

Benefit Under

Duke Energy Aetiremon Casb Balance Plan 75.61

Duke Energy Executive Cash Balance Plan 488483 432996 116512

Cinergy Cop Non-Unicn Employees Pension Plan 67 586 35307 95658

Progress Energy Supplemental nior Exacutive 4966826 635268 2520947 646.793

Retirement Plan

Progress Energy Pension Plan 58473 63312 44.924 57.528

AboieMarket lnterst tamed on Amounts Deferred 2061 7539

Under the Deferred Coripensation Agreement for

Mr cogers and he Deferred Compensation Plan for

ey Management Employees for Mr Johnson

TOTAL 388257 523790 5032838 698580 528654 192123 2565871 704321

As reflected in the Pension Benefits table Messrs Johnson and McArthur elected to receive complete distribution of their benetits under the Progress Energy Pension

Plan tollowing their termirat ion of employment in 2012 The change in the actuarial present value of their benefit under the Progress Energy Pension Plan has been

calculated as if the distribution had not occurred The amounts listed above for the change in actuarial present value under the Progress Energy Supplemental Senior

Executive Retirement Plan and the Progress Energy Pension Plan were earned throughout 2012 both before and after the Progress Energy merger

The All Other Compensation column includes the tollowing for 2012

Rogers Good Johnson Lyash Manly Jamil McArthur Muihern

Matching Contributions Under the 15000 577 7512 15000 15000 577 577

Duke Eeergy Reirernent $avings Plant

Pnergy40GPlan
Make-Whole Matching Contribution Credits 51783 2148 6721 50941 42190 691 706

Under the Duke Energy Corp Executive

Savings Plan or the Progress Energy

Management Deferred Compensation Plan

Peragnal Use of Airplana 366997 125958 28122

Airline Membership Ct

Holiday Gift 132 132 132 132

Charitable Contributions Made in the 2100 5000 5000 5000

Name of the Executive

Financial Planning Program 4600 4350 317

Luncheon Club Dues 128 157 126 109

frntemnel and jhone1ne 370 45 50

ADD policy coverage
60

Relocation expenses 9851 130446

Company paid legal fees 25000 85667 84158

Payout of Unused Vacation 99.979 39615 19688 4S029

Cash Severance Accrued at Termination of 10300000 3193000 3045000 2050000

Employment

Continued Health and Waffare Benefits S6030 49928 40386 33786

Value of Accelerated Vesting of Stock 13168653 2938838 1619253

Awards at Termination of Employment

$6a21 l815 2616 $tsi6 2OL31 908aj 4a1t43 2212415

Regarding use of corporate aircraft named executive officers are required to reimburse Duke Energy the direct operating costs of any personal travel With respect to flights

on leased or chartered airplane direct operating costs equal the amount that the third party charges Duke Energy for such trip With respect to flights on the Company-

owned airplane direct operating costs include the amounts permitted by the Federal Aviation Regulations for non-commercial carriers Named executive officers are

permiffed to invite their spouse or other guests to accompany them on business trips when space is available however in such events the named executive officer is

imputed income in accordance with IRS guidelines The additional cost included in the table above is the amountof the IRS-specified
tax deduction disallowance if any plus

any additional carbon credits purchased with respect to the named executive officers personal
travel

Certain charitable contribLitions made by the named executive officers are not eligible for matching under the Matching Gifts Program and therefore are not listed above

The former Progress named executive officers were not eligible for the Matching Gifts Program in 2012

These types of perquisites were provided by Progress Energy prior to the Progress Energy merger Duke Energy has discontinued the practice of providing such perquisites
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The amounts reflected above for the value of accelerated vesting of stock awards including amounts for Messrs McArthur and Mulhern reflected in the Stock Awards

column include the following amounts that were offset for Messrs Johnson Lyash McArthur and Mulhern as result of an inadvertent overpayment in February 2012 of

performance shares for the 2009-2011 performance period $634289 $149185 $160939 and $129081

Mr Rogers did not receive salary or bonus from Duke Energy during 2010-2012 As previously described he is covered under an employment agreement with Duke Energy

that provides compensation primarily through stock-based awards

Mr Johnson resigned effective July 2012

Mr Lyash resigned effective December 31 2012

Mr Jamil served as Executive Vice President and Chief Nuclear Officer as of December 31 2012

Mr McArthur resigned effective July 11 2012

Mr Muihern resigned effective July 11 2012

GRANTS OF PLAN-BASED AWARDS

Name

James Rogers

James Rogers

James Rogers

James Rogers

James Rogers

Lynn Good

Lynn Good

Lynn Good

Lynn Good

William Johnson

Jeffrey Lyash

Marc Manly

Marc Manly

Marc Manly

Marc Manly

Dhiaa Jamil

Dhiaa Jamil

Dhiaa Jamil

Dhiaa Jamil

John McArthur

EXECUTIVE COMPENSATION

10

11

Estimated Possible Estimated Future Payouts
All Other All Other Grant

Payouts Under Non-Equity Under Equity Incentive ptin
Date Fair

Incentive Plan Awardst1t Plan Awards
Number Number of Stock

of Shares Securities Price of and

of Stock Underlying Option Option

Grant Threshold Target Maximum Threshold Target Maximum or Units Options Awards Awards
Grant Type Date $/Sh $16

Annual 2/27/2012 L000.028

Performance

Shares

Long-Term 2/27/2012 9492 18985 28477 1172957
Pert Shares

Long-Term 2/27/2012 Y482 128f4fl 1.200010

Pert Shares

Restricted 2/27/2012 31641 2000028

Stock Units

Options 2/27/2012 839202 6321 160000Q

Cash Bonus 234650 494000 907725

Long-Term 2/27/2012 420818
Pert Shares

Long-Term 2/27/2012 3406 6811 10217 430523

Pert Shares

Restricted 2/27/2012 838 369020
Stock Units

Cash Bonus 228000 480000 882000

Long-Term 2/27/2012 8822 845 9967 410530
Pert Shares

Long-Term 2/27/2012 3322 6645 9967 419999

Pert Shares

Restricted 2/27/2012 5890 360044

Stock Units

Cash Bonus 204250 430000 790125

Long-Term 2/27/2012 2907 M14 8J21 359218

Pert Shares

Long Term 2/27/2012 2907 5814 8721 367503
Pert Shares

Restncted 2/27/2012 4984 315039

Stock Units

Modification 7/11/2012 8038 16075 32150 1068670

of Pert

Shares

Modification 7/11/2012 8Q83 537358

of

Restricted

Stock Units

Modification 7/11/2012 16138 32276 64553 2145741

of Pert

Shares

Modification 7/11/2012

of

Restricted

Stock Units

John McArthur

Mark Muihern

Mark Muihern

Reflects the short-term incentive opportunity granted to Ms Good and Messrs Manly and Jamil in 2012 under the Duke Energy Corporation Executive Short-Term Incentive

Plan The information included in the Threshold Target and Maximum columns reflects the
range of potential payouts

under the
plan established by the

Compensation Committee The actual amounts earned by each executive under the terms of such plan are disclosed in the Summary Compensation Table

853404
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Messrs Johnson Lyash McArthur and Mulhern participated
in the Progress Energy Inc Management Incentive Compensation Plan in 2012 which was assumed by

Duke Energy in connectioi with the Progress Energy merger None of these former Progress Energy named executive officers received payout under this plan for 2012

Reflects the performance shares granted to Messrs Rogers Manly and Jamil and Ms Good in 2012 under the Duke Energy Corporation 2010 Long-Term Incentive Plan

The information included in the Threshold Target and Maximum columns reflects the range of potential payouts under the plan
established by the Compensation

Committee as adjusted to reflect the Reverse Stock Split Earned performance shares will be paid following the end of the 2012-2014 performance period or with respect

to Mr Rogers following the 201 and 2012-2014 performance periods based on the extent to wInch the performance goals have been achieved Any shares not earned

are forfeited In addition ollowing determination that the performance goals have been achieved participants
will receive cash payment equal to the amount of cash

dividends paid on one share of Duke Energy common stock during the performance period multiplied by the number of performance shares earned This column also

reflects the target number of performance shares that were granted by Progress Energy to Messrs McArthur and Mulhern under the Progress Energy Inc 2007 Equity

Incentive Plan for the 2010-2012 2011-2013 and 2012-2014 performance periods which were modified on July 11 2012 in connection with their termination of

employment Pursuant to the terms of the Progress Energy merger agreement Duke Energy was required to assume these Progress Energy equity awards and convert

them to Duke Energy performance shares of equivalent value In connection with the termination of employment of Messrs McArthur and Mulhern the performance shares

for the 2010-2012 and 2011-2013 performance periods were settled at the target number of shares and the performance shares for the 2012-2014 performance period

continued to vest based on the applicable performance goals as amended by
the Compensation Committee after the merger subject to minimum payout of 50% of the

target number of shares This column does not reflect the portion of Mr McArthurs performance shares that would have vested in
any

event due to the fact that he was

eligible for retirement

Reflects the restricted stock units granted
to Messrs Rogers Manly and Jamil and Ms Good in 2012 under the Duke Energy Corporation 2010 Long-Term Incentive Plan

as adjusted to reflect the Reverse Stock Split The restricted stock units generally vest in equal portions on each of the first three anniversaries of the grant date provided

the recipient continues to be employed by Duke Energy on each vesting date or his or her employment terminates by reason of retirement The restricted stock units granted

to Mr Rogers vest ratably in four equal quarterly installments following grant If dividends are paid during the vesting period then the participants will receive current cash

payment equal to the amount of cash dividends paid on one share of Duke Energy common stock during the vesting period multiplied by
the number of unvested restricted

stock units This column also reflects restricted stock units granted to Messrs McArthur and Mulbem on March 16 2010 March 16 2011 and March 16 2012 under the

Progress Energy Inc 2017 Equity Incentive Plan which were modified on July 11 2012 in connection with their termination of employment Pursuant to the terms of the

Progress Energy merger agreement Duke Energy was required to assume these Progress Energy restricted stock units and convert them to Duke Energy restricted stock

units of equivalent
value In connection with the termination of employment of Messrs McArthur and Muihern the restricted stock units became vested This column does

not reflect the portion of Mr McArthurs restricted stock units that would have vested in any event due to the fact that he was eligible for retirement

Reflects the number of shares that may be issued to Mr
Rogers on exercise of the stock option granted in 2012 under the Duke Energy Corporation 2010 Long-Term

incentive Plan as adjusted to reflect the Reverse Stock Split The option vests in three equal installments on January 2013 January 2014 and January 2015 so

long as Mr Rogers remains employed with Duke Energy or his employment terminates by reason of retirement

Reflects the exercise pricf for the stock option granted to Mr Rogers in 2012 which equals the fair market value of the underlying shares on the date of grant as adjusted to

reflect the Reverse Stock Split

Reflects the grant date fair value of each restricted stock unit performance share based on the probable outcome of the performance conditions as of the date of grant

and stock option award cranted to Ms Good and Messrs Rogers Manly and Jamil in 2012 as computed in accordance with the accounting guidance for stock-based

compensation This colurin also reflects the incremental fair value determined as of July 11 2012 of the performance shares that were granted by Progress Energy to

Messrs McArthur and Mulhern under the Progress Energy Inc 2007 Equity Incentive Plan for the 2010-2012 2011-2013 and 2012-2014 performance periods and

restricted stock units all of which were modified on July 11 2012 in connection with their termination of employment This column does not reflect the value of

Mr McArthurs performa ice shares and restricted stock units that would have vested in any event due to the fact that he was eligible
for retirement
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Outstanding Equity Awards at Fiscal Year-End

The following
table shows the outstanding equity awards held by our named executive officers as of December 31 201 All amounts shown below

have been adjusted to reflect ihe Reverse Stock Split

DUKE ENERGY CORPORATION

Option Awards Stock Awards

Equity Incentive Equity Incentive

Number of Number of Market Value Plan Awards Plan Awards

Number of Securities Shares or of Shares or Number of Market or Payout

Securities Undeilying Units of Units of Upearned Shares Value of Unearned

Underlying Unexercised Option Stock That Stock That Units or Other Shares Units or

Unexercised Options Exercise Option Have Not Have Not Rights That Have Other Rights That

Options 41 Price Expiration Vested Vested Not Vested Have Not Vested

Exercisable Unexercisable111 DateName

James Rogers

James Rogers

James Rogers

James Rogers

James Rogers

James Rogers

James Rogers

James Rogers

James Rogers

Lynn Good

Lynn Good

Lynn Good

Lynn Good

Lynn Good

Lynn Good

Lynn Good

WIlliam Johnson

Jeff rey Lyash

Marc Man
Marc Manly

Marc Manly

Marc Manly

Marc Manly

Marc Manly

Dhiaa Jamil

Dhias Jamil

Dhiaa Jamli

Dhiaa Jamii

Dhiaa Jamil

Dhiaa Jamil

John McArthur

John McArthur

John McArthur

Mark Muihern

Mark Muihern

Mark Muihern

au
2/22/2020

201005

122 606 49.29

2/22/2021

2129038

245210

238628

2/27/2022

33371

212938

119314

339702 63

33371

181681728477

81681728477

1/1/2014

745216

42.45

1/12016

620 805156

11681

745216

12

11681

651813

8111

10217
65181310217

580 802604

11681

745216

12

11681

635879

745216

9967

6358799967

662052

53 679661

10220
652052

106

10220
5564008721

5564008721

1508232364
3016474728

2332
2976244665

148812

Mr Rogers
receives stock options each year per

the terms of his February 2009 Employment Agreement These options vest and become exercisable in three equal

installments on January of the following three years after grant

Ms Good and Messrs Manly and Jamil received restricted stock units on February 22 2010 February 22 2011 and February 27 2012 which vest subject to certain

exceptions
in equal installments on the first three anniversaries of the date of grant All restricted stock units held by Messrs Rogers Johnson Lyash McArthur and

Muihern vested on or before December 31 2012

Messrs Rogers Manly and Jamil and Ms Good received performance shares on February 22 2011 and on February 27 2012 that subject to certain exceptions are

eligible for vesting on December 31 2013 and December31 2014 respectively Messrs McArthur and Mulhern received performance
shares on March 16 2012 that

subject to certain exceptions are eligible for vesting on January
2015 All other performance shares granted to the other named executive officers including

Messrs Johnson and Lyash vested on or before December 31 2012 Pursuant to applicable
SEC rules one-half of the performance shares granted to the current

Duke Energy
named executive officers relating

to the ROE performance measure are listed at the maximum number of shares ii one-half of the performance shares

granted to the current Duke Energy named executive officers relating
to the TSR performance measure are listed at the maximum number of shares iii one-half of the

performance shares granted to the former Progress Energy named executive officers related
to the TSR performance measure are listed at the target number of shares

and iv one-half of the performance shares granted to the former Progress Energy named executive officers relating to the ongoing EPS performance measure are listed at

the minimum number of shares Pursuant to the terms of the Progress Enegy merger agreement Duke Energy was required
to assume Progress Energy equity awards and

convert them to Duke Energy equity awards of equivalent value and with the same terms and conditions In general each of Messrs Johnson Lyash McArthur and Muihern

was entitled to full vesting of all assumed equity awards upon termination of employment with any performance
shares vesting at the target level except

that in

connection with their resignation Messrs McArthur and Muihern agreed that their assumed performance
shares for the 2012-2014 performance cycle would continue to

vest based on the applicable performance goals as amended by the Compensation Committee after the Progress Enegy merger subject to threshold payout of 50% of

target
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Effective on January 2027 Duke Energy spun off its gas businesses to form Spectra Energy Effective with the spin-off equitable adjustments

were made with respect to then-outstanding stock options and outstanding equity awards relating to Duke Energy common stock All such awards
were adjusted into two separate awards one relating to Duke Energy common stock and one relating to Spectra Energy common stock The
following table shows Mr Flogers Spectra Energy equity awards that were outstanding as of December 31 201 No other named executive officer

held Spectra Energy equity awards as of December 31 2012

SPECTRA ENERGY CORP

Option Awards

Number of Securities Option Option
Underlying Unexercised Exercise Price Expiration

Name
Options Exercisable Date

Jms 46735 21.39 1/1/2014

James Rogers 107094 23.07 1/1/2015

JafleS Rogers 108860 23.43 1/1/91i1
James Rogers 938823 25.09 4/4/2016

OPTION EXERCISES AND STOCK VESTED

Option Awards Stock Awards

Number of Number of

Duke Energy Duke Energy
Shares Value Shares Value

Acquired on Realized Acquired Realized

Exercise on Exercise on Vesting on Vesting

$4
James Rogers 143597 9863066
Lynn Good

29676 2073084
Wiffiam Johnson

191711 13168653
Jeffrey Lyash 46.063 2938838
Marc Manly 12825 233860 31228 2179610
Dhiaa Jamil 708 29205 22636 1580896
Johri.R McArthur 43897 2918294
Mark Mulhern

40557 2696252
The number of shares acquired on exercise has been adjusted to reflect the Reverse Stock Split

The value realized upon eercise was calculated based on the closing price of share of Duke Energy common stock on the date of option exercise as adjusted to reflect

the Reverse Stock Split

The number of shares
acqiired on vesting has been adjusted to reflect the Reverse Stock Split Includes vested restricted stock units and performance shares

covering the

2010-2012 performance period for Messrs Rogers Manly and Jamil and Ms Good as well as Mr Rogers annual
performance shares for 2012 The Compensation

Committee certified the achievement of the applicable performance measures for the performance share cycles ending in 2012 on February 25 2013 Also includes the

value of accelerated vesting of stock awards held by Messrs Johnson Lyash McArthur and Mulhern in connection with their termination of employment which values

include an offset for Messrs Johnson Lyasfn McArthur and Muihern as result of an inadvertent overpayment in
February 2012 of performance shares for the

2009-2011 performance period in the tollowing amounts $634289 $149185 $160939 and $129081 The shares to be delivered to each of Messrs Johnson Lyash
McArthur and Muihern generally are payable six months after their resignations as required by applicable tax laws

The value realized upon vesting of stock awards was calculated based on the closing price of share of Duke Energy common stock on the respective vesting date and

includes the following cash payments for dividend equivalents on earned performance shares Mr Rogers $657276 Ms Good $186888 Mr Manly $195004 and

Mr Jamil $142187 Dividend equivalents for the first quarter of 2013 are not included above but were paid due to the fact that the vested performance shares were not

distributed until after the certification of performance results on February 25 2013 The value realized upon the vesting of the performance shares for Messrs Johnson

Lyash McArthur and Muihern includes reinvested dividends through each named executive officers termination of employment The values reflected above for

Messrs McArtfiur and Mulhern include the performance shares for the 2012-2014 performance period at 50% of
target as provided in their respective separation

agreements
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PENSION BENEFITS

Present Value Payments
of Accumulated During Last

Benefit Fiscal Year
Name

James Rogers Cinergy Corp Non-Union Employees Pension Plan1 16.77 bbJb
Lynn Good Cinergy Corp Non-Union Employees Pension Plan12 9.67 160544

Lynn Good Duke Energy Corporation Executive Cash Balance Plan 9.67 4918061
William Johnson Progress Energy Pension Plan 19.79 686369

WillIam Johnson Duke Energy Corporation Executive Cash Balance Plan 26.79 16030127
Marc Manly Cinergy Corp Non-Union Employees Pension Planzi 10.17 435122

Marc Manly Duke Energy Corporation Executive Cash Balance Plan 10.17 8348176
Jeffrey Lyash Progress Energy Pension Plan 19.60 485929

Jeffrey Lyash Duke Energy Corporation Executive Cash Balance Plan 19.60 2772074
Dhiaa Jamil Duke Energy Retirement Cash Balance Plan 31 .34 531600

Dhiaa Jamil Duke Energy Corporation Executive Cash Balance Plan 31.34 530404

10.60John McArthur Progress Energy Pension Plan 290355

John McArthur Duke Energy Corporation Executive Cash Balance Plan 10.60 2731244
Mark Mulhern Progress Energy Pension Plan 16.35 468645

Mark Mulhern Duke Energy Corporation Executive Cash Balance Plan 16.35 3042158

Mr Rogers credited service is frozen as of April 2006 which is the date of the merger of Duke Energy and Cinergy Corp Mr Johnsons
years

of credited service under

the Duke Energy Corporation Executive Cash Balance Plan formerly the Progress Energy Supplemental Senior Executive Retirement Plan includes seven years of deemed

service However as of 2008 Mr Johnson had reached the maximum service accrual and therefore the deemed service did not increase his benefit

Effective at the end of 2012 the Cinergy Corp Non-Union Employees Pension Plan was merged into the Duke Energy Retirement Cash Balance Plan

Duke Energy provides pension benefits that are intended to assist its retirees with their retirement income needs more detailed description of the

plans that comprise Duke Energys pension program follows

Duke Energy Retirement Cash Balance Plan and Executive Cash

Balance Plan

Mr Jamil actively participates in the Duke Energy Retirement Cash

Balance Plan RCBP which is noncontributory defined benefit

retirement plan that is intended to satisfy the requirements for

qualification under Section 401a of the Internal Revenue Code The

RCBP generally covers employees of Duke Energy and affiliates with

certain exceptions for legacy Cinergy Corp employees who are

covered under the Cinergy Plan described below The RCBP provides

benefits under cash balance account formula Mr Jamil has

satisfied the eligibility requirements to receive his RCBP account benefit

upon termination of employment The RCBP benefit is payable in the

form of lump sum in the amount credited to hypothetical account at

the time of benefit commencement Payment is also available in annuity

forms based on the actuarial equivalent of the account balance

The amount credited to the hypothetical account is increased with

monthly pay credits equal to for participants with combined age and

service of less than 35 points 4% of eligible monthly compensation

ii for participants with combined age and service of 35 to 49 points

5% of eligible monthly compensation iii for participants with combined

age and service of 50 to 64 points 6% of
eligible monthly

compensation and iv for
participants with combined age and service

of 65 or more points 7% of eligible monthly compensation If the

participant earns more than the Social Security wage base the account

is credited with additional pay credits equal to 4% of
eligible

compensation above the Social Security wage base Interest credits

are credited monthly with the interest rate for benefits accrued before

2013 determined quarterly based generally on the 30-year Treasury

rate subject to minimum annual interest rate of 4% and maximum

annual interest rate of 9%

For the RCBP eligible monthly compensation is equal to Form W-2

wages plus elective deferrals under 401k cafeteria or 32f

transportation plan and deferrals under the Duke Energy Corporation

Executive Savings Plan Compensation does not include severance

pay including vacation bank time and payment for unused vacation

expense reimbursements allowances cash or noncash fringe benefits

moving expenses bonuses for pertormance periods in excess of one

year transition pay long-term incentive compensation including

income resulting from any stock-based awards such as stock options

stock appreciation rights phantom stock or restricted stock and other

compensation items to the extent described as not included for

purposes of benefit plans or the RCBP The benefit under the RCBP is

limited by maximum benefits and compensation limits under the

Internal Revenue Code

Mr Jamil actively participates in the Duke Energy Corporation

Executive Cash Balance Plan ECBP which is noncontributory

defined benefit retirement plan that is not intended to
satisfy the

requirements for qualification under Section 401a of the Internal

Revenue Code Benefits earned under the ECBP are attributable to

compensation in excess of the annual compensation limit $255000
for 2013 under the Internal Revenue Code that applies to the

determination of pay credits under the RCBP ii restoration of benefits

in excess of defined benefit plan maximum annual benefit limit

$205000 for 2013 under the Internal Revenue Code that applies to

the RCBP and iii supplemental benefits granted to particular

participant Generally benefits earned under the RCBP and the ECBP

vest upon completion of three years of service and with certain

exceptions vested benefits generally become payable upon

termination of employment with Duke Energy

Plan

Name

Number of Years
Credited Service
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Amounts were credited to an account established for Ms Good and

Mr Manly under the ECBP pursuant to an amendment to each of their

prior employment agreements that was negotiated in connection with

the merger of Cinergy Corp and Duke Energy Ms Good and Mr Manly

will not earn any additional benefits under any nonqualified defined

benefit plan other than future interest credits under the ECBP unless

and until they continue employment with Duke Energy past age 62

Cinergy Corp Non-Union Employees Pension Plan

Mr Rogers has an accrued benefit under the Cinergy Corp Non-Union

Employees Pension Plan Cinergy Plan but his benefit was frozen

on April 2006 i.e it is nor increased by Mr Rogers service and pay

after April 2006 Ms Good and Mr Manly currently participate in the

Cinergy Plan which is tax-qualified defined benefit plan that generally

covers legacy Cinergy Corp non-bargaining employees The Cinergy

Plan provides benefits under the Duke Account Formula which in

2007 replaced the Balanced and Investor Programs The Duke

Account Formula and the prior Balanced and Investor Programs are

cash balance account formulas Prior to 2011 the Cinergy Plan also

provided benefits under ihe Traditional Program formula which

provides benefits based on service and final average monthly pay After

2010 all non-union participants in the Traditional Program formula

including Mr Manly were rroved into the Duke Account Formula with

the retention of frozen accrued benefit under the Traditional Program

i.e the benefit is not increased for service and pay after 2010

Ms Good has always participated in the Duke Account Formula

Under the Cinergy Plans Traditional Program in which Mr Rogers

participated prior to April
2006 and in which Mr Manly participated

prior
to 2011 each participant earns benefit under final average pay

formula which calculates pension benefits based on participants

highest average earnings and years of plan participation The

Traditional Program benefit is payable following normal retirement at

age 65 following early retirement at or after age 50 with three or more

years of service with reduction in the life annuity for commencement

before age 62 in accordance with prescribed factors and at or after age

55 with combined age and service of 85 points with no reduction in the

life annuity for commencement before normal retirement age

Mr Rogers is
eligible

for an unreduced early retirement benefit

Mr Manly is eligible for an early retirement benefit the amount of which

would be reduced for early commencement Payment is available in

variety of annuity forms

The Traditional Program benefit formula is the sum of and

where is 1.1% of final average monthly pay FAP times years of

participation up to maximum of 35 years where is 0.5% times

FAP in excess of monthly Social Security covered compensation times

years of participation up tc maximum of 35 years and where is

1.55% of FAP times years of participation in excess of 35 The benefit

under the Traditional Program will not be less than the minimum

formula which is the sum of and where is the lesser of

1.12% of FAP times years of participation up to maximum of

35 years plus 0.5% times FAP in excess of monthly Social Security

covered compensation times years of participation up to maximum of

35 years or il 1.163% of FAP times years of participation up to

maximum of 35 years and where is 1.492% of FAP times years of

participation over 35 years Social Security covered compensation is

the average of the Social Security wage bases during the 35 calendar

years ending in the year the
participant

reaches Social Security

retirement age

FAP is the average of the participants total pay during the three

consecutive years of highest pay from the last 10 years of participation

This is determined using the three consecutive calendar years or last

36 months of participation that yield the highest FAP determined

without including banked vacation For Mr Manly and other similarly-

situated parlicipants averaged banked vacation as of December 31

2010 or if less at retirement is then added to this amount to obtain the

FAP Mr Manlys FAP was frozen on December31 2010 and will not be

increased by compensation received thereafter

Total pay includes base salary or wages overtime pay shift premiums

work schedule recognition pay holiday premiums unused banked

vacation pay performance lump sum pay annual incentive plan awards

and annual performance cash awards Total pay does not include

reimbursements or other expense allowances imputed income fringe

benefits moving and relocation expenses deferred compensation

welfare benefits long-term performance awards and executive

individual incentive awards The benefit under the Cinergy Plan is

limited by maximum benefits and compensation limits under the

Internal Revenue Code

As described above effective January 2011 Mr Manly participates in

the Duke Account Formula This feature of the Cinergy Plan provides

benefit substantially similar to that provided under the RCBP using total

pay as defined above but without unused banked vacation

Effective at the end of 2012 the Cinergy Plan was merged into the

RCBP

Progress Energy Pension Plan and Supplemental Senior Executive

Retirement Plan

Prior to their termination Messrs Johnson Lyash McArthur and

Mulhern participated in the Progress Energy Pension Plan Pension

Plan which is noncontributory defined benefit pension plan

sponsored by Progress Energy for eligible non-bargaining employees

The Pension Plan is cash balance defined benefit plan The cash

balance benefit accrues each year with pay credits and interest credits

Pay credits range from 3% 107% depending on the participants age at

the beginning of each plan iear plus an additional similar credit on pay

above 80% of the Social Security wage base Interest credits are added

to cash balance accounts on December 31 of each year based on

account balances as of January The Pension Plan contained an

interest credit rate of 5% for 2012 Generally employees become

vested under the Pension Plan on the earlier of the date they complete

three years of vesting service or the date they reach normal retirement

age which is age 65 At benefit commencement an employee has

several lump sum and annuity payment options

58 DUKE ENERGY 2013 proxy Statement



EXECUTIVE COMPENSATION

Prior to their termination Messrs Johnson Lyash McArthur and
Mulhern participated in the Supplemental Senior Executive Retirement
Plan of Progress Energy Inc Progress Energy Supplemental Plan
which provides supplemental unfunded pension benefit for executive
officers who have at least 10 years of service with at least three years of
service on the Progress Energy Senior Management CommitteeSMC Current tax laws place various limits on the benefits payable
under the Pension Plan including limit on the amount of annual

compensation that can be taken into account when applying the plans
benefit formulas The Progress Energy Supplemental Plan is designed
to provide pension benefIts above those earned under the Pension
Plan

The Progress Energy Supplemental Plan defines covered
compensation as annual base

salary plus the annual cash incentive
award The Pension Plan defines covered compensation as base salary
only The Progress Energy Supplemental Plan takes into account
deemed years of service on case-by-case basis Each of

Messrs Johnson Lyash McArthur and Mulhern participates in the

Progress Energy Supplemental Plan and is fully vested in his benefit

Payments under the Progress Energy Supplemental Plan are made in

the form of an annuity payable at age 65 The monthly payment is

calculated using formula that equates to 4% per year of service
capped at 62% multiplied by the average monthly eligible pay for the

highest completeci 36 months of
eligible pay within the preceding

120-month period Benefits under the Progress Energy Supplemental
Plan are fully offset by Social Security benefits and by benefits paid
under the Pension Plan An executive officer who is age 55 or older with
at least 15 years of service may elect to retire and commence his or her
benefit

prior to age 65 The early retirement benefit will be reduced by

Present Value Assumptions

Because the pension amounts shown in the Pension Benefits Table are
the present values of current accrued retirement benefits numerous
assumptions must be applied The values are based on the same
assumptions as used in our Annual Report except as required by
applicable SEC rules Such assumptions include 4.10% discount rate
and an interest

crediting rate of 4.25% for Duke Energy cash balance
accounts and 4.00% for Progress Energy cash balance accounts
Cash balance accounts are assumed to be paid in the form of lump
sum Annuity benefits are assumed to be paid in the form of either

2.5% for each year the participant receives the benefit
prior to reaching

age 65 All service with Duke Energy and its affiliates is treated as
eligible service for purposes of meeting the Progress Energy
Supplemental Plans eligibility requirements

In connection with the Progress Energy merger and pursuant to the
terms of the Progress Energy merger agreement on July 2012 the
Compensation Committee amended the ECBP to provide that the

portion of the Progress Energy Supplemental Plan
relating to the ten

active participants in the Progress Energy Supplemental Plan including
Messrs Johnson Lyash McArthur and Mulhern was merged into the
ECBP resulting in the nonqualified retirement benefits that were
originally to be provided to the Progress Energy participants under the
Progress Energy Supplemental Plan to be instead provided pursuant
to the amended ECBP Consistent with the terms of the Progress

Energy merger agreement the amended ECBP provides that the

Progress Energy participants including Messrs Johnson Lyash
McArthur and Mulhern will

participate in the ECBP and subject to the
terms and conditions of the amended ECBP be entitled to nonqualified
retirement benefits equal to the greater of

The sum of the accrued benefit under the Progress Energy
Supplemental Plan frozen as of the closing of the merger based on

applicable service and compensation earned prior to the closing of

the Progress Energy merger and ii future benefits under the ECBP
with respect to service and compensation levels following the closing
of the Progress Energy merger or

The benefits earned under the Progress Energy Supplemental Plan
as increased by post-merger service and cost of lMng adjustments

100% contingent annuity ii single life annuity or iii 50% joint and
survivor annuity The post-retirement mortality assumption is consistent
with that used in our Annual Report Benefits are assumed to

commence at age 62 for Messrs Rogers and Manly and Ms Good on
February 2013 for Mr Johnson and at age 65 for Messrs Lyash
Jamil McArthur and Muihern or the named executive officers current

age if later and each named executive officer is assumed to remain

employed until that age
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NONQUALIFIED DEFERRED COMPENSATION

Executive Registrant Aggregate Aggregate Aggregate

Contributions Contributions Earnings WithdrawalS/ Balance at

in Last FY in Last FY in Last FY Distributions Last FYE

$1 $21 $3 $5 $6
9746977

337

Name

Jages Energy Orporation Executive Savings P/an

Deferred Compensation Agwement

473654

4O14454

109891

--

264164

Lynn Good
--

Duke Energy Corporation Executive Savings Plan _____________

William Johnson
12.138

Pro gress Energy Inc Management Deferred

Compensation Plan

Progress Energy Inc Management Incentive

Compensation P/an _______________________________________________

Progress Energy Inc Management Deferred
fl 15.758

Compensation P/an for Key Management Employees ____________________________________________

Jeffrey Lyash
6721 13445

Progress Energy Inc Management Deferred

Corn pensation Plan

Marc Manly
1üi41 5O.94 146062

Duke Energy Corporation Executive Savings Plan _____________

Dhiaa Jamil
1116C1 42190 137110

1476285

Duke Energy Corporation Executive Savings P/an

John McArthur

--

Pro gress Energy Inc Management Deferred

Compensation Plan

Mark Mulhern
2849 706 8774 166926

Pro gress Energy Inc Management Deferred

Compensation P/an

Progress Energy Inc Management Incentive
1742 57267

Compensation Plan

Includes $49400 and $24COO of salary
deferrals credited to the plan

in 2012 on behalf of Ms Good and Mr Manly respectively
which are included in the salary column of

the Summary Compensation Table Includes $2849 of salary deferrals credited to the plan on behalf of Mr Mulhern following the Progress Energy merger Includes

$1 56541 and $111601 of short-term incentive deferrals earned in 2012 and credited to the plan
in 2013 on behalf of Messrs Manly and Jamil

Reflects make-whole matching
contribution credits made under the Duke Energy Corporation

Executive Savings Plan or the Progress Energy Inc Management Deferred

Compensation Plan as applicable which are reported in the All Other Compensation column of the Summary Compensation Table

With respect to the Former Progress Energy Named Executive Officers reflects the earnings or losses that accrued following the merger
of Progress Energy

and

Duke Energy

1412672

b1 1ft3b 10802369251

Includes above-market interest of $320671 for Mr Rogers and $7539 for Mr Johnson as reported in footnote to the Summary Compensation Table on page 52

Reflects payment to Mr Rogers pursuant to the terms of the Deferred Compensation Agreement that he entered into with PSI Energy Inc subsequently
renamed

Duke Energy Indiana Inc cn December16 1992 payments to Messrs Johnson and McArthur pursuant
to the Progress Energy Inc Management Deferred Compensation

Plan and payment to Mr Mulhern pursuant to the Progress Energy Inc Management Incentive Compensation Plan

The aggregate
balance as of December 31 2012 for each named executive officer includes the following aggregate

amount of prior
deferrals of base salary short-term

incentives and long-term
inrentives as well as employer matching

contributions and nonqualified
deferred compensation eainings

that were previously earned and reported

as compensation on the Duke Energy Summary Compensation Table for the years
2006 through 2011 Mr Rogers

$1701.1 65 Ms Good $368038

it Mr Manly$i 006719 and iv Mr Jamil $183312 These amounts have since been adjusted pursuant
to the terms of the Duke Energy Corporation

Executive

Savings
Plan for investment performance e.g earnings and losses deferrals contributions and distributions The aggregate

balance as of December 31 2012 also

includes amounts earned in 2012 but credited to the plan
in 2013 including the amounts described in footnotes and above

Reflects Mr Rogers accried benefit under the Deferred Compensation Agreement that he enteied into with PSI Energy Inc subsequently
renamed Duke Energy

Indiana Inc on December 16 1992 Except for earnings on previously
deferred amounts Mr Rogers is not permitted

to earn any
additional amounts under this plan
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Duke Energy Corporation Executive Savings Plan

Under the Duke Energy Corporation Executive Savings Plan

participants can elect to defer portion of their base salary short-term

incentive compensation and certain long-term incentive compensation

other than stock options Participants also receive company

matching contribution in excess of the contribution limits prescribed by

the Internal Revenue Code under the Duke Energy Retirement Savings

Plan which is the 401k plan in which the named executive officers

participate In general payments are made following termination of

employment or death in the form of lump sum or installments as

selected by the participant Participants may direct the deemed

investment of base salary deferrals short-term incentive deferrals and

matching contributions among investments options available under the

Duke Energy Retirement Savings Plan including in the Duke Energy

Common Stock Fund Participants may change their investment

elections on daily basis Deferrals of equity awards are credited with

earnings and losses based on the performance of the Duke Energy

Common Stock Fund The benefits payable under the plan are

unfunded and subject to the claims of Duke Energys creditors

Deferred Compensation Agreement for Mr James Rogers

In 1992 PSI Energy Inc subsequently renamed Duke Energy

Indiana Inc entered into deferred compensation agreement with

Mr Rogers Except for earnings on amounts previously deferred

Mr Rogers is not accruing any additional benefits under this

agreement The agreement provides Mr Rogers with the right to

receive two 15-year annual cash benefits The two annual cash

payments in the amount of $554000 and $247000 respectively

commenced in 2010 The deferred payments accrue interest at an

annual rate of 17.5% The benefits payable under the agreement are

unfunded and subject to the claims of Duke Energys creditors

Progress Energy Inc Management Deferred Compensation Plan

In connection with the Progress Energy merger Duke Energy assumed

the Progress Energy Inc Management Deferred Compensation Plan

Under that plan participant can elect to defer up to 50% of his or her

base salary for minimum of five years or until his or her date of

retirement Participants also receive credits of 6% of their base salary

over the limits prescribed by the Internal Revenue Code under the

Progress Energy 401k plan Executives may elect to receive

distributions either in lump sum or installments over two to ten years

on the April following the date that is five years from the last day of

the plan year in which the deferral was made or ii following separation

from service Participants will receive distribution upon termination of

employment other than by reason of death or retirement Each

participant may allocate his or her deferred compensation among

available deemed investment funds that mirror those options available

under Progress Energys 401k plan The benefits payable under the

plan are unfunded and subject to the claims of Duke Energys creditors

Progress Energy Inc Management Incentive Compensation Plan

In connection with the Progress Energy merger Duke Energy assumed

the Progress Energy Inc Management Incentive Compensation Plan

MICP Under that plan Executives can elect to defer up to 100% of

their short-term incentive In anticipation
of the merger the MICP was

amended to eliminate the deferral option for awards earned in 201

Participants may elect to receive distributions any date that is five years

after the date which the short-term incentive would otherwise be

payable or any date that is within two years of the participants

retirement date Each participant may allocate his or her deferred

compensation among available deemed investment funds that mirror

those options available under the Progress Energy 401k plan other

than the company stock fund The benefits payable under the plan are

unfunded and subject to the claims of Duke Energys creditors

Progress Energy Inc Deferred Compensation Plan for Key

Management Employees

The Duke Energy Retirement Savings Plan is tax-qualified 401k plan that provides means for employees to save for retirement on tax-favored basis and to receive

an employer matching contribution The employer watching contribution is equal to 100% of the named executive officers before-tax and Roth 401k contributions

excluding catch-up contributions with respect
to 6% of eligible pay For this purpose eligible pay includes base salary and STI compensation Earnings on amounts

credited to the Duke Energy Retirement Savings Plan are determined based on the performance
of investment funds including Duke Energy Common Stock Fund selected

by each participant

In connection with the Progress Energy merger Duke Energy assumed

the Progress Energy Inc Deferred Compensation Plan for Key

Management Employees This plan provided fixed rate of return of

10.0% on deferred amounts which was 2.7% above the market

interest rate of 7.3% at the time the plan was frozen in 1996 The plan

was discontinued in 2000 and replaced with the Management Deferred

Compensation Plan which does not have guaranteed rate of return

Benefits are generally payable under the plan in the form of monthly

annuity for 15 years The benefits payable under the plan are unfunded

and subject to the claims of Duke Energys creditors
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Under certain circumstances Messrs Rogers Manly and Jamil and

Ms Good would be entitled to compensation in the event his or her

employment terminates Cr upon change in control The amount of the

compensation is contingent upon variety of factors including the

circumstances under which he or she terminates employment The
relevant agreements that each of Messrs Rogers Manly and Jamil and
Ms Good has entered Vito with Duke Energy are described below
followed by table that quantifies the amount that would become

payable to each named executive officer as result of his or her

termination of employmeit

The amounts shown assume that such termination was effective as of

December 31 2012 and are merely estimates of the amounts that

would be paid out to the named executive officers upon their

termination The actual amounts to be paid out can only be determined

at the time of such named executive officers termination of

employment

The table shown below does not include certain amounts that have

been earned and which are payable without regard to the named

executive officers termination of employment Such amounts however
are described immediateI following the table

For summary of the severance payments and benefits provided to

each of Messrs Johnson Lyash McArthur and Mulhern in connection

with their resignations please see the sub-heading Severance

Mr James Rogers

Effective February 19 2009 Duke Energy entered into an employment

agreement with Mr Roges the February 2009 Agreement for the

period ending December 31 2013 All of the equity awards that were
made prior to the adoptior of the February 2009 Agreement have been
earned or forfeited except that certain of Mr Rogers stock options

remain outstanding In the event of the termination of Mr Rogers
employment his stock options would remain exercisable during the

remainder of their ten-year term except such options would remain

exercisable for no more tian 90 days in the event that Mr Rogers
employment is terminated for cause

The February 2009 Agreement makes no provision for cash payments

upon termination of employment whether before or after change in

control of Duke Energy or for the gross up of golden parachute
excise taxes The February 2009 Agreement does provide for the

treatment of Mr Rogers outstanding equity awards upon termination

of employment or upon change in control

Under the February 2009 Agreement if Mr Rogers employment
terminates without cause for good reason each as defined in the

February 2009 Agreement or by reason of his retirement which
requires approval of the Board of Directors then his stock options

and restricted stock units will continue to vest in accordance with their

otherwise applicable schedule as if his employment had not

terminated ii his stock options will remain exercisable for their full

ten-year term and iii his performance shares will be payable if at all at

the end of the cycle based on actual performance again determined as

if his employment had not terminated If Mr Rogers employment
terminates as result of his death or disability then his stock options

and restricted stock units will vest in full the stock options whether or

not previously vested will remain exercisable for their full ten-year term
and the performance shares will be pro-rated for actual service and will

Payments for Messrs Johnson Lyash McArthur and Mulhern on

page 66

Under each of the compensation arrangements described below for

Messrs Rogers Manly and Jamil and Ms Good change in control

generally means the occurrence of one of the following the date any

person or group becomes the beneficial owner of 30% or more of the

combined voting power of Duke Energys then outstanding securities

during any period of two consecutive years the directors serving at

the beginning of such period or who are elected thereafter with the

support of not less than 2/3 of those directors cease for any reason

other than death disability or retirement to constitute at least majority

thereof the consummation of merger consolidation

reorganization or similar corporate transaction which has been

approved by the shareholders of Duke Energy regardless of whether

Duke Energy is the
surviving company unless Duke Energys

outstanding voting securities immediately prior to the transaction

continue to represent at least 50% of the combined voting power of the

outstanding voting securities of the surviving entity immediately after

the transaction the consummation of sale of all or substantially all

of the assets of Duke Energy or complete liquidation or dissolution

which has been approved by the shareholders of Duke Energy or

under certain arrangements the date of any other event that the

Board of Directors determines should constitute change in control

be payable if at all at the end of the cycle based on actual

performance If Mr Rogers terminates his employment without good
reason as defined in the February 2009 Agreement or retires without

the approval of the Board of Directors his unvested stock options

restricted stock units and performance shares will expire immediately

and any previously vested options will expire 90 days after the

termination of employment If Mr Rogers employment is terminated for

cause as defined in the February 2009 Agreement all stock options

restricted stock units and performance shares whether or not vested

granted to him pursuant to the February 2009 Agreement will expire

immediately

If change in control of Duke Energy occurs and Mr Rogers
employment is terminated within two years after the change in control

by Duke Energy without cause or by Mr Rogers for good reason or by

reason of his retirement with the approval of the Board of Directors

then notwithstanding the preceding paragraph the stock options will

vest immediately and the restricted stock units and performance shares

will immediately vest and be paid in the case of performance shares

based on the target level of performance If Mr Rogers employment
terminates after the expiration of the term of the February 2009

Agreement but before vesting of all options and performance shares

each such award will be subject to the treatment described above but

determined as if termination had occurred during the term of the

February 2009 Agreement and any termination by Mr Rogers other

than in anticipation of termination for cause will be deemed
termination for good reason

Under the February 2009 Agreement cause generally means if not

cured the willful and continued failure by Mr Rogers to substantially

perform his duties or to comply with Duke Energys rules or procedures

ii the breach of confidentiality noncompetition and nonsolicitation
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obligations or iii Mr Rogers conviction of felony including the entry

of
guilty or nob contendere plea or any willful or grossly negligent

action or inaction by Mr Rogers that has
materially adverse effect on

Duke Energy and good reason generally means the material

reduction without Mr Rogers consent of his title authority duties or

responsibilities from those in effect immediately prior to the reduction

except in the event that Mr Rogers ceases to serve as President of

Duke Energy or if Duke Energy adopts policy that its Chief Executive

Other Named Executive Officers

Duke Energy entered into change in control agreement with Ms Good

and Mr Manly effective as of
April 2006 and with Mr Jamil effective

as of February 26 2008 all of which were amended and restated

effective as of August 26 2008 and subsequently amended effective as

of January 2011 The agreements have an initial term of two years

commencing as of the
original effective date after which the

agreements automatically extend unless six months prior written

notice is provided on month-to-month basis

The change in control agreements provide for payments and benefits to

the executive in the event of termination of employment within two

years after change in control by Duke Energy without cause or by

the executive for good reason each as defined below as follows

lump-sum cash payment equal to pro-rate amount of the

executives target bonus for the year in which the termination occurs

lump-sum cash payment equal to two times the sum of the

executives annual base salary and target annual bonus opportunity in

effect immediately prior to termination or if higher in effect immediately

prior to the first occurrence of an event or circumstance constituting

good reason continued medical dental and basic lIfe insurance

coverage for two-year period or lump sum cash payment of

equivalent value reduced by coverage obtained by subsequent

employers and lump-sum cash payment of the amount
Duke Energy would have allocated or contributed to the executives

qualified and nonqualified defined benefit pension plan and defined

contribution savings plan accounts during the two years following the

termination date plus the unvested portion if any of the executives

accounts as of the date of termination that would have vested during

the remaining term of the agreement If the executive would have

become eligible for normal retirement at age sixty-five within the

two-year period following termination the two times multiple or two

year period mentioned above will be reduced to the period from the

termination date to the executives normal retirement date The

agreements also provide for enhanced benefits i.e two years of

additional vesting with respect to equity awards

Under the change in control agreements each named executive officer

also is entitled to reimbursement of up to $50000 for the cost of certain

legal fees incurred in connection with claims under the agreements In

the event that any of the payments or benefits provided for in the

change in control agreement otherwise would constitute an excess

parachute payment as defined in Section 280G of the Internal

Revenue Code the amount of payments or benefits would be reduced

to the maximum level that would not result in excise tax under

Section 4999 of the Internal Revenue Code if such reduction would

cause the executive to retain an after-tax amount in excess of what
would be retained if no reduction were made In the event named

executive officer becomes entitled to payments and benefits under

change in control agreement he or she would be subject to one-year

noncompetition and nonsolicitation provision from the date of

termination in addition to certain
confidentiality and cooperation

provisions

Officer shall no longer serve as Chairman of its Board of Directors he

ceases to serve as Chairman the failure by Duke Energy without

Mr Rogers consent to nominate him for re-election to the Board of

Directors material adverse change in Mr Rogers reporting

responsibilities any breach by Duke Energy of any other material

provision of Mr Rogers agreement or failure by Duke Energy to

require any successor entity to Duke Energy specifically to assume in

writing all of Duke Energy obligations under Mr Rogers agreement

The Duke Energy Corporation Executive Severance Plan the
Executive Severance Plan provides certain executives including

Messrs Manly and Jamil and Ms Good with severance payments and
benefits upon termination of employment under certain

circumstances Pursuant to the terms of the Executive Severance Plan
Tier Participants which include Duke Energys eligible named

executive officers would be entitled subject to the execution of

waiver and release of claims to the following payments and benefits in

the event of termination of employment by Duke Energy without

cause as defined below or ii the participant for good reason as
defined below lump-sum payment equal to pro-rata amount of

the participants annual bonus for the year that the termination of

employment occurs determined based on the actual achievement of

performance goals under the applicable performance-based bonus
plan lump-sum payment equal to two times the sum of the

participants annual base salary and target annual bonus opportunity ir

effect immediately prior to termination of employment or if higher in

effect immediately prior to the first occurrence of an event or

circumstance constituting good reason continued access to

medical and dental insurance for two-year period following

termination of employment with monthly amounts relating to

Duke Energys portion of the costs of such coverage paid to the

participant by Duke Energy reduced by coverage provided to the

participant by future employers if any and lump-sum payment equal

to the cost of two years of basic life insurance coverage lump-sum

payment of the amount that Duke Energy would have allocated or

contributed to the participants qualified and nonqualified defined

benefit pension plan and defined contribution savings plan accounts

during the two years following the date of termination of employment
plus the vesting of the portion if any of the participants accounts that

would have vested during the two-year period following the date of

termination of employment but only if the termination occurs prior to

January 11 2013 one year of outplacement services and two
additional years of vesting with respect to equity awards and an

extended period to exercise outstanding vested stock options following

termination of employment

The Executive Severance Plan also provides that in the event any of the

payments or benefits provided for in the Executive Severance Plan

otherwise would constitute an excess parachute payment as defined

in Section 280G of the Internal Revenue Code the amount of

payments or benefits would be reduced to the maximum level that

would not result in an excise tax under Section 4999 of the Internal

Revenue Code if such reduction would cause the executive to retain an

after-tax amount in excess of what would be retained if no reduction

were made In the event participant becomes entitled to payments
and benefits under the Executive Severance Plan he or she would be

subject to certain restrictive covenants including those related to

noncompetition nonsolicitation and confidentiality

Duke Energy has the right to terminate any participants participation in

the Executive Severance Plan but must provide the participant with

one year notice and the participant would continue to be
eligible for all
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severance payments and benefits under the Executive Severance Plan

during the notice period Any employee who is eligible for severance

payments and benefits under separate agreement or plan maintained

by Duke Energy such as change of control agreement would receive

compensation and benefits under such other agreement or plan and

not the Executive Severance Plan

For purposes of the change in control agreements and the Executive

Severance Plan cause generally means unless cured within 30 days

material failure by the executive to carry out or malfeasance or

gross insubordination in carying out reasonably assigned duties or

instructions consistent with the executives position ii the final

conviction of the executive of felony or crime involving moral

turpitude iii an egregious act of dishonesty by the executive in

connection with employmert or malicious action by the executive

toward the customers or employees of Duke Energy iv material

breach by the executive of Duke Energys Code of Business Ethics or

the failure of the executive to cooperate fully with governmental

investigations involving
Duke Energy Good reason for this purpose

generally means material reduction in the executives annual base

salary or target annual bonus as in effect either immediately prior to the

change in control or the termination under the Executive Severance

Plan exclusive of any across the board reduction similarly affecting

substantially all similarly
situated employees or material diminution

in the participants positions including status offices titles and

reporting relationships authority duties or responsibilities as in effect

either immediately prior to the change in control or immediately prior to

Tier participants termination of employment under the Executive

Severance Plan

Equity Awards Consequence of Termination of Employment

As described above each year Duke Energy grants long-term incentives to its executive officers and the terms of these awards vary somewhat from

year to year The following table summarizes the consequences under Duke Energys long-term incentive award agreements without giving effect to

the change in control agreements or the Executive Severance Plan described above that would generally occur with respect to outstanding equity

awards in the event of the termination of employment of of Messrs Manly and Jamil and Ms Good The treatment of the equity awards of Mr Rogers

is described above

Event Consequences

bIuntary termlnat or kivokaitary Restricted Stock Units continue to vest

terminatIon retfrement eligible
Performance Shares prorated portion of award vests based on actual performance

Voluntary termination not etirement eligible
Restricted Stock Units and Performance Shares the executives right to unvested portion

of award te minates immediately

Involuntary termination not retirement eligible Restricted Stock Units prorated portion of award vests

Performance Shares prorated portion of award vests based on actual performance

Involuntary termination after CIC Restricted Stock Units immediate vesting

Performance Shares see impact of change in control below

Death or Disability
Restricted Stock Units immediate vesting

Performance Shares prorated portion of award vests based on acruj pei TOT TI ii io

Change in Control Restricted Stock Units no impact absent termination of employment

Performance Shares prorated portion of award vests based on target performance
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POTENTIAL PAYMENTS UPON TERMINATION OR
CHANGE IN CONTROL CIC

The amounts listed in the preceding table have been determined based

on variety of assumptions including with respect to the limits on

qualified retirement plan benefits under the Internal Revenue Code The

actual amounts to be paid out can Only be determined at the time of

each named executive officers termination of employment The

amounts described in the table do not include compensation to which

each named executive officer would be entitled without regard to his or

her termination of employment including base
salary and short-term

incentives that have been earned but not yet paid ii amounts that have

been earned but not yet paid under the terms of the plans listed under

the Pension Benefits and Nonqualified Deferred Compensation tables

on pages 57 and 60 and iii the potential reimbursement of legal fees

The amounts shown above do not reflect the fact that under the

Change in Control Agreements that Duke Energy has entered into with

Messrs Manly and Jamil and Ms Good in the event that payments to

any such executive in connection with change in control otherwise

would result in golden parachute excise tax and lost tax deduction

under Sections 280G and 4999 of the Internal Revenue Code such

amounts would be reduced to the extent necessary so that such tax

would not apply under certain circumstances

The amounts shown above with respect to stock awards and option

awards were calculated based on variety of assumptions including

the following the named executive officer terminated employment on

December31 2012 ii stock price for Duke Energy common stock

equal to $63.80 which was the closing price on December 31 2012

iii the continuation of Duke Energys dividend at the rate in effect during

the first quarter of 2013 and iv performance at the target level with

respect to performance shares Additionally the amounts listed above

with respect to Messrs Manly and Jamil reflect the fact that upon

termination for any reason except death or disability they would

receive the full value of all unvested restricted stock units and the

dividends that would be paid on such shares for the remainder of the

original vesting period subject to compliance with restrictive covenants

contained in such awards because they have attained the applicable

retirement age

Cash Incremental
Severance Retirement

Payment Plan Benefit

$1 $2

Welfare

and Other
Benefits

$3

Stock Option
Awards Awards

$4 $5Name and Triggering Event

James Rogers

Voluntary termination with good reason 6013576 4332309
Involuntary termination without cause 6013576 4332309
Involuntary or good reason termination after CIC 5581970 4332309
Death or Disability 3088207 432309

Lynn Good

Voluntary termination without good reason

InvolLintary or good reason termination under Executive

Severance Plan 2250000 179852 40616 2947111
Involuntary or goad reason termination after CIC 2250000 179852 40816 2780916
Death or Disability 1894182

Marc Manly

Voluntary termination without good reason 1917392
Involuntary or good reason termination under Executive

Severance Plan 2160000 177002 33454 2941285
Involuntary or good reason termination after CIC 2160000 177002 33454 2756359
Death or Disability 883531

Dhiaa Jamil

Voluntary termination without good reason .0 1654839

Involuntary or good reason termination under Executive

Severance Plan 980000 327352 42600 2550727
Involuntary or good reason termination after CIC 980000 327352 42600 23891 88
Death or Disability 1625482

The amounts listed under Cash Severance Payment are payable under the terms of the named executive officers Change in Control Agreement or under the Executive

Severance Plan

The amounts listed under Incremental Retirement Plan Benefit are payable under the terms of the named executive officers Change in Control Agreement or under the

Executive Severance Plan and
represent the additional amount that would have been contributed to the Duke Energy Retirement Cash Balance Plan Cinergy Corp

Non-Union Employees Pension Plan Duke Energy Executive Cash Balance Plan Duke Energy Retirement Savings Plan and the Duke Energy Executive Savings Plan in the

event the named executive officer had continued to be employed by Duke Energy for two additional years after the actual date of his or her termination of employment

The amounts listed under Welfare and Other Benefits include the amount that would be paid to each named executive officer in lieu of providing continued welfare

benefits and basic life
coverage

for 24 months In addition to the amounts shown above each named executive officer who terminates under the Executive Severance Plan

will have access to outplacement services for period of up to one year
after termination

The amounts listed under Stock Awards do not include amounts attributable to the performance shares that vested on December31 2012 such amounts are included in

the Option Exercises and Stock Vested Table on page 56

As of December31 2012 and without regard to any acceleration of vesting that would otherwise occur upon triggering event Mr Rogers and Ms Good held vested

stock
options with respect to the following number of Duke Energy shares 565529 and 8112 respectively and Mr Rogers held vested stock options with respect to

1199512 Spectra Energy shares
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Potential Payments Due Upon Change in Control

Other than as described below the occurrence of change in control of

Duke Energy would not trigger the payment of benefits to the named

executive officers absent lermination of employment If change in

control of Duke Energy occurred on December 31 2012 with respect

to each named executive officer except Mr Rogers the outstanding

performance share awards including dividend equivalents would be

paid on prorated basis assuming target performance As of

December 31 2012 the prorated performance shares that would be

paid as result of these accelerated vesting provisions including

dividend equivalents would have had value of $1953755

$1709527 and $1975760 for Messrs Manly and Jamil and

Ms Good respectively

Severance Payments for Messrs Johnson Lyash McArthur and

Mulhern

Mr Johnson resigned fiom his position on July 2012

Messrs McArthur and Mulbern each resigned from his position on

July 11 2012 and Mr Lyash resigned from his position on

December 31 2012 Following is discussion of the severance

payments and benefits provided to each of Messrs Johnson Lyash

McArthur and Muihern in connection with their resignations

Mr Johnson In connection with Mr Johnsons resignation

Mr Johnson and Duke EnErgy entered into separation agreement

Pursuant to the terms of the separation agreement which is described

in more detail in the Compensation Discussion and Analysis on

page 47 in consideration fcr release of claims from Mr Johnson his

agreement to cooperate with Duke Energy with respect to transition

matters and Mr Johnsons agreement to non-competition

non-solicitation non-dispaagement and confidentiality covenants

Mr Johnson was entitled tc cash severance payment equal to three

times the sum of his annual base salary and target annual cash bonus

his
target

annual cash bonus for 2012 continued health and welfare

benefits for three years reimbursement for relocation expenses

accelerated vesting of all of his equity compensation awards golden

parachute tax gross-up tc the extent applicable and an additional

lump sum payment The following table quantifies the severance

benefits provided to Mr Johnson with equity awards valued at the

closing price of share of Duke Energy common stock on the date of

termination of employment

Messrs Lyash McArthur and Mulhern In connection with their

resignations each of Messrs Lyash McArthur and Mulhern entered

into separation agreement which is described in more detail in the

Compensation Discussion and Analysis on page 48 that provided

severance benefits that were substantially the same as the severance

benefits provided upon voluntary termination of employment for

good reason under the Progress Energy Inc Management Change in

Control Plan which was assumed by Duke Energy in connection with

the merger Pursuant to the terms of the separation agreements in

consideration for release of claims an agreement to cooperate with

Duke Energy with respect to transition matters and an agreement to

non-competition non-solicitation non-disparagement and

confidentiality covenants Messrs Lyash and McArthur were entitled to

cash severance payment equal to three times the sum of their annual

base salary and target annual cash bonus and Mr Mulhern was

entitled to cash severance payment equal to two times the sum of his

annual base salary and target annual cash bonus Each of

Messrs Lyash McArthur and Mulhern was also entitled to his target

annual cash bonus for 2012 continued health and welfare benefits for

three years two years for Mr Mulhern reimbursement for relocation

expenses accelerated vesting of all his equity compensation awards

except as provided below and golden parachute tax gross-up to the

extent applicable The separation agreements for Messrs McArthur

and Mulhern provided that all of their performance shares would vest at

the target level except that their performance shares for the

201 2-2014 performance cycle would continue to vest based on the

same performance goals as amended by the Compensation

Committee after the Progress Energy merger that apply to other former

Progress Energy executives who remain employed with Duke Energy

subject to minimum payout of 50% of target As result the value of

those performance shares is reflected in the table below at 50% of

target The actual amount earned under the 201 2-201 performance

shares will depend on Duke Energys performance during the

applicable performance penod The following table quantifies the

severance benefits provided Messrs Lyash McArthur and Mulhern

with equity awards valued at the closing price of share of

Duke Energy common stock on the date of termination of

employment

$8303212 $6003680

With respect to Messrs McArthur and Mulhern reflects the performance

shares for the 2012-2014 performance period at the minimum payout level of

50% of target

In addition Messrs Johnson Lyash McArthur and Mulhern are entitled

to their accrued and unpaid benefits under Progress Energys

retirement and deferred compensation plans These benefits were

earned primarily during their employment with Progress Energy and

were not enhanced or increased as result of the Progress Energy

merger or the termination of their employment with Duke Energy but

will be paid according to the terms of the applicable plan or

arrangement based on their service and compensation prior to their

resignations

Payments and Benefits Amount
Payments and Mr Lyash Mr McArthur Mr Muihern

Cash Severance 7425000 Benefits Amount Amount Amount

Target Bonus 175 000 Cash Severance $2 781 000 $2677500 $t 0OD
Continued Health and Welfare Benefits 35030 Target Bonus 412000 367500 350000

Vesting of Equity $13 168 653 Relocation Expenses 130446

Tax Gross-up
Continued Health and

Additional Payment 1500000
Welfare Benefits 40928 40386 33786

VeofEqu $2938838 $2918294

Tota $23 503 683 Tax Gross UB
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Introduction

DUKE ENERGY CORPORATION
EXECUTIVE SHORT-TERM INCENTIVE

PLAN

The Board of Directors of Duke Energy considers short-term incentive

compensation to be an essential tool to attract motivate and retain our

officers and key employees and to align
their interests with the interests

of the shareholders Consistent with this view on February 26 2013

the Board of Directors unanimously adopted subject to the approval of

Duke Energys shareholders at the annual meeting the amended

Duke Energy Corporation Executive Short-Term Incentive Plan the

Amended STI Plan The Amended STI Plan amends the existing

Duke Energy Corporation Executive Short-Term Incentive Plan the

Existing Sil Plan and will help Duke Energy maintain the flexibility that

it needs to keep pace with its competitors and effectively attract

motivate and retain the caliber of employees essential to its success

The shareholders are asked to approve the Amended STI Plan in order

to help Duke Energy preserve its federal income tax deductions In

particular Section 162m of the Code generally prevents

publicly-held corporation from claiming federal income tax deductions

for compensation in excess of $1 million paid to certain of its senior

executives Compensation is exempt from this limitation however if it

qualifies as performance-based compensation In order to qualify as

performance-based compensation among other conditions the

Summary of the Plan

Purpose The purpose of the Amended STI Plan is to benefit and

advance the interests of Duke Energy by rewarding selected executive

officers of Duke Energy and its subsidiaries for their contributions to

Duke Energys financial success and thereby motivate them to continue

to make such contributions in the future

Administration The Amended STI Plan is administered by the

Compensation Committee of the Board of Directors or

subcommittee thereof comprised solely of outside directors within

the meaning of Section 162m of the Code

Eligibility Eligibility for participation
in the Amended STI Plan is

limited to executive officers At this time we anticipate that individuals

will participate in the Amended STI Plan

Awards No later than 90 days after the commencement of each

fiscal year of Duke Energy the Compensation Committee or

subcommittee thereof will establish the executive officers that are

eligible to participate
in the Amended Sit Plan for the year ii the

performance targets for the year and iii the target awards that

correspond to the performance targets for each participant The

aggregate amount of all awards to any participant for any year may not

exceed $6000000

Performance Targets If awards for year are intended to qualify as

performance-based compensation under Section 162m of the Code

shareholders must re-approve the material terms of the performance

goals every five years The Existing STI Plan was last approved by

Duke Energy shareholders in 2008

The Amended STI Plan is generally continuation of the Existing STI

Plan with the following changes First in order to provide additional

flexibility over the next five years at which time the shareholders must

re-approve the Amended STI Plan in order to continue to qualify for the

performance-based compensation exception to Section 162m of

the Code several potential performance targets have been added to

the plan Second various technical amendments have been made to

the plan

In the event that the shareholders do not approve the Amended STI

Plan no award opportunities wilt be made under the plan Nonetheless

Duke Energy retains the discretion to make awards outside of the

Amended STI Plan without regard to whether such awards would be

deductible under Section 162m of the Code

The following is summary of the Amended Sil Plan and is qualified in

its entirety by reference to the full text of the plan document copy of

which is attached as Appendix to this proxy statement

the performance targets will be established in terms of specified levels

of any of the following business measures which may be applied with

respect to Duke Energy or any of its subsidiaries or business units or

with respect to any plan participant and which may be measured on an

absolute or relative to peer group basis or other market measure basis

total shareholder return stock price increase return on equity return

on capital earnings per share EBIT earnings before interest and

taxes EBITDA earnings before interest taxes depreciation and

amortization ongoing earnings cash flow including operating cash

flow free cash flow discounted cash flow return on investment and

cash flow in excess of costs of capital EVA economic value added

economic profit net operating profit after tax less cost of capital

charge SVA shareholder value added revenues net income

operating income pre-tax profit margin performance against business

plan customer service reliability corporate governance quotient or

rating market share employee satisfaction safety total incident case

rate serious injury fatality rate fatality rate employee engagement

supplier diversity workforce diversity operating margins credit rating

dividend payments expenses operation and maintenance expense

fuel cost per million BTU costs per kilowatt hour retained earnings

completion of acquisitions divestitures and corporate restructurings

status of construction projects legislative efforts new technology

development environmental efforts and individual goals based on

objective business criteria underlying the goals listed above and which

pertain to individual effort as to achievement of those goals or to one or
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more business criteria ir the areas of
litigation human resources

information services production inventory support services site

development plant development building development facility

development government relations product market share or

management Alternatively if awards for year are not intended to

qualify as performance-based compensation under Section 162m of

the Code then the Compensation Committee or subcommittee

thereon may establish performance targets in terms of any subjective

measures from the list above

Certification and Payment After the end of each year the

Compensation Committee or subcommittee thereon will review the

necessary financial or other information for that year and certify in

writing whether any performance target has been achieved and if so
the highest performance target that has been achieved If any

performance target has been achieved the awards will be calculated

based on the target award that corresponds to the highest

performance target achieved for the year Nonetheless the

Compensation Committee or subcommittee thereon may in its sole

discretion reduce the amount of any award to reflect its assessment of

the participants individual performance to reflect the failure of the

participant to remain in the continuous employ of Duke Energy or its

subsidiaries throughout The year or for any other reason

Plan Benefits

Future benefits to be received by person or group under the Amended
STI Plan are not determinable at this time and will depend on individual

and corporate or business unit performance Actual awards under the

Existing STI Plan to our named executive officers for 201 are reported

in this proxy statement in the Non-Equity Incentive Plan

Compensation column cf the Summary Compensation Table The

aggregate amount paid tc all individuals who are currently employed

Payment The resulting awards if earned will be paid in cash as

promptly as practicable after the certification The Amended STI Plan

states that in all events the awards must be paid no later than two and

one-half months following the end of the calendar year in which the

performance period ends The Compensation Committee or

subcommittee thereol in its sole discretion may permit participant to

elect to defer payment of all or any portion of the award by making

deferral election on such terms and conditions as it may establish In

the event participant terminates employment with Duke Energy and

its subsidiaries for any reason prior to the last day of the year the

participant shall not be entitled to payment of an award with respect to

that year unless otherwise determined by the Compensation

Committee or subcommittee thereon in its sole discretion

Amendment and Termination The Amended STI Plan will continue

in effect until terminated by the Board of Directors The Compensation

Committee may at any time amend or otherwise modify the Amended

STI Plan as it deems advisable and must obtain shareholder approval

for the amendment if required to comply with the performance-based

compensation exception to Section 162m of the Code

and who were executive officers including our named executive

officers as of December 31 2012 and who participated in the Existing

STI Plan for 2012 is $3201530 Directors and employees other than

executive officers are not eligible to participate in the Amended STI

Plan however other eligible employees receive similar short-term

incentive opportunities

The Board of Directors Recommends Vote FOR the amended Duke Energy Corporation
Executive Short-Term Incentive Plan

Current Equity Compensation Plan Information

The following table shows nformation as of December 31 2012 about securities to be issued upon exercise of outstanding options warrants and

rights under Duke Energys equity compensation plans along with the weighted-average exercise
price of the outstanding options warrants and

rights and the number of securities remaining available for future issuance under the plans

Number of securities

to be issued

upon exercise of

outstanding options
warrants and rights

This column includes only the weighted-average exercise price of outstanding options

Includes
outstanding options restricted stock units and performance shares assuming the maximum payout level as well as shares that could be payable with

respect to

compensation deferred under the Duke Energy Corporation Executive Savings Plan and shares that could be payable with respect to certain compensation deferred under

the Duke Energy Corporation Directors Savings Plan

Includes shares
remaininq available for issuance pursuant to stock awards under the Duke Energy Corporation 2010 Long-Term Incentive Plan which counts full value

awards such as restricted stock units and performance shares
against the share reserve as four shares tor every one share that is issued in connection with such an award

and which counts each thare issued in connection with an option as one share against the share reserve

Includes outstanding stock options restricted stock units and performance shares granted assuming the maximum payout level by Progress Energy prior to the Progress

Energy merger as well as outstanding options granted by Cinergy Corp prior to its merger with Duke Energy and shares that could be payable with
respect to certain

compensation deterred aider the Duke Energy Corporation Directors Savings Plan

Includes shares remainin available for issuance
pursuant to stock awards under the Progress Energy Inc 2007 Equity Incentive Plan which was approved by the

shareholders of Progress Energy Inc prior to the Progress Energy merger and which permits the grant of options stock appreciation rights restricted stock performance

shares and other stock-based awards

compensation

security holders

Weighted-average
exercise price of

outstanding options
warrants and rights

I_1

Number of securities

remaining available under

equity compensation

plans excluding securities

reflected in column

3634252 $45.93 3532296
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SHAREHOLDER PROPOSALS

Proposals and are proposals we received from our shareholders If

the proponents of these proposals or representatives who are qualified

understate law are present at our annual meeting and submit the

proposals for vote then the proposals will be voted upon The

shareholder proposals including any supporting statements are

included exactly as submitted to us by the proponents of these

proposals The Board of Directors recommends voting against each

proposal We will promptly provide you with the name address and to

our knowledge the number of voting securities held by the proponents

of the shareholder proposals upon receiving written or oral request

PROPOSAL SHAREHOLDER PROPOSAL
REGARDING SHAREHOLDER ACTION

BY WRITTEN CONSENT

Shareholder Action by Written Consent Proposal

Resolved Shareholders request that our board of directors undertake

such steps as may be necessary to permit written consent by

shareholders entitled to cast the minimum number of votes that would

be necessary to authorize the action at meeting at which all

shareholders entitled to vote thereon were present and voting This

written consent includes all issues that shareholders may propose This

written consent is to be consistent with applicable law and consistent

with giving shareholders the fullest power to act by written consent

consistent with applicable law

The shareholders of Wet Seal ITSLA successfully used written

consent to replace certain underperforming directors in October 2012

This proposal topic also won majority shareholder support at 13 major

companies in single year This included 67%-support at both Allstate

and Sprint Hundreds of major companies enable shareholder action by

written consent James McRitchie and William Steiner have submitted

proposals on this topic to number of major companies

This proposal should be evaluated in the context of our Companys

overall corporate governance as reported in 2012

Our CEO James Rogers realized $18 million from the exercise of stock

options and the vesting of stock awards according to GMI/The

Corporate Library So-called incentive pay for Mr Rogers included

market-priced stock options that can provide rewards due to rising

market alone regardless of CEOs performance Mr Rogers

long-term performance shares paid out 100% if our company

underperforms half its peer group Underperforming industry peers

should not result in incentive pay of any kind Mr Rogers was potentially

distracted by his responsibilities on the boards of Applied Materials and

CIGNA Corporation Meanwhile Mr Rogers received our highest

negative votes Mr Rogers even had the spare time for board

committees at CIGNA

Three of our directors had 18 to 21 years long-tenure which can erode

their independence This included our Lead Director Ann Gray whose

position should require an elevated level of independence and Audit

Committee chairman Michael Browning Plus these independence-

challenged directors had seats on our most important board

committees

Phoenix Companies directors Ann Maynard Gray and John Forsgren

had seats on our most important board committees and this can

erode their independence at our company William Barnet was

negatively flagged by GMI due to his board responsibilities at

FleetBoston which approved major round of executive pay even as

FleetBoston was investigated by regulators for multiple
instances of

improper activity

Please encourage our board to respond positively
to this proposal to

protect shareholder value Shareholder Action by Written Consent

Proposal

Opposing Statement of the Board of Directors

Your Board recommends vote AGAINST
this proposal for the following reasons

Though shareholder action by written consent is often introduced as

measure which allows shareholders to more easily have voice in

important matters of company in actuality shareholder action by

written consent could actually deny some shareholders the ability to

vote or otherwise be heard with respect to proposed shareholder

action There are substantial safeguards to protect the interests of

shareholders built into Duke Energys bylaw provisions regarding

meetings of shareholders These safeguards include advance notice of

the proposed business to all shareholders and the ability
for all

shareholders to vote on the actions at the meeting both of which are

eliminated by shareholder action by written consent

Authorizing shareholder action by written consent would enable small

group of shareholders to accumulate Duke Energy shares and use the

consent procedure to take action without meeting without prior

notice to the other shareholders and without the benefit of hearing the

views of other shareholders or the Company Because shareholder

action by written consent eliminates the need for advance notice to be

given to shareholders about proposed action certain shareholders

may not be informed about the proposed action until after the action
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has already been taken hus resulting in the taking of an action that

otherwise would not have been taken if all of our shareholders were

afforded the opportunity to discuss and vote on the matter

Shareholder action by written consent also has the potential to create

substantial confusion among our shareholders
Multiple groups of

shareholders would be able to solicit written consents at any time and

as often as they choose on matters of special interest to them There

also is the possibility that consent solicitations may conflict with one

another be duplicative or not be in the best interests of the Company

or the shareholders as whole

The Board believes that holding meetings whereby all shareholders

may discuss the proposed actions and vote their shares is the best way
for shareholders to take action as it ensures that all shareholders are

given the proper notice and information as well as the ability to vote on

all matters The Board therefore believes that action by written

consent is not in the best interests of the shareholders

The Board of Directors Recommends Vote AGAINST the Shareholder Proposal Regarding
Shareholder Action by Written Consent
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PROPOSAL SHAREHOLDER PROPOSAL
REGARDING AN AMENDMENT TO OUR
ORGANIZATIONAL DOCUMENTS TO
REQUIRE MAJORITY VOTING FOR THE
ELECTION OF DIRECTORS

Resolved That the shareholders of Duke Energy Corporation Company hereby request that the Board of Directors initiate the appropriate

process to amend the Company corporate governance documents certificate of incorporation or bylaws to provide that director nominees shall

be elected by the affirmative vote of the majority of votes cast at an annual meeting of shareholders with plurality vote standard retained for

contested director elections that is when the number of director nominees exceeds the number of board seats

Supporting Statement

Board support for majority voting in director elections is overdue at

Duke Energy Despite the Duke Energy Board of Directors consistent

opposition to the majority vote standard proposal at recent annual

meetings strong percentage of Company shareholders supported

the majority vote standard proposal Board members more than

others should appreciate the importance of establishing meaningful

vote standard When Board members at Duke Energy stand for election

in uncontested elections they should be required to receive at least half

the votes cast in order to be elected Under the company current

plurality standard Board nominee can be elected with little affirmative

vote support even if substantial majority of the votes cast are

withheld from the nominee

Over the past seven years nearly 85% of the companies in the SP 500

Index have adopted majority vote standard in company bylaws
articles of incorporation or charter These companies have also

adopted director resignation policy that establishes board-centered

post-election process to determine the status of any director nominee
that is not elected This dramatic move to majority vote standard is in

direct response to strong shareholder demand for meaningful rote in

director elections However Duke Energy has responded only partially

to the call for change simply adopting post-election director

resignation policy that sets procedures for addressing the status of

director nominees that receive more withhold votes than for votes

The plurality vote standard remains in place

Duke Energys Board of Directors has not acted to establish majority

vote standard despite the fact that many of its self-identified peer

companies including American Electric Power Ameren Dominion

Resources CenterPoint Energy Consolidated Edison FPL Group and

Exelon have adopted majority voting With majority vote standard in

place the Board could then act to refashion its director resignation

policy to address the status of an unelected director majority vote

standard combined with post-election director resignation policy

would establish meaningful right for shareholders to elect directors at

Duke Energy while reserving for the Board an important post-election

role in determining the continued status of an unelected director We

urge the Board to join the mainstream of major U.S companies and

establish majority vote standard

Opposing Statement of the Board of Directors

Your Board recommends vote AGAINST this

proposal for the following reasons

The Board of Directors agrees that sound corporate governance

policies and practices are important to the success of the Company
However after careful review of the proposal in comparison to our

current director election policies the Board recommends vote against

this proposal at this time for number of reasons

In the last years since the merger of Duke Energy and Cinergy Corp
no director nominee has received less than approximately 90 percent of

the shares voted As result the outcome of director elections in these

years would not have been any different under majority voting

standard

Not only have our Directors historically received very high levels of

support but we maintain strong director nomination and election

process which identifies and proposes qualified independent director

nominees to serve the best interests of the Company and our

shareholders This nomination and election process has resulted in

Board that consists of
highly-qualified Directors from diverse

backgrounds who except for our Chairman and CEO all meet the

definition of independence under the NYSE listing standards Because

our shareholders have history of
electing highly-qualified and

independent directors using plurality voting system change in the

director election process is not necessary to improve our corporate

governance In fact independent corporate governance agencies have

recognized our strong corporate governance structure and initiatives In

2013 RiskMetrics Group rated our Board Structure as being of Low

Concern their highest rating

Second in 2006 the Board amended our Principles for Corporate

Governance to include director resignation policy in order to address

the type of concerns expressed in the proposal The director

resignation policy provides that nominee for director who fails to

receive greater number of votes for his or her election than votes

withheld from his or her election must tender his or her resignation

The Corporate Governance Committee must then recommend to the

Board whether or not to accept such resignation For further

information on this policy see the Report of the Corporate Governance

Committee on page 27 Therefore as practical matter the majority
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PROPOSAL SHAREHOLDER PROPOSAL REGARDING AN AMENDMENT TO OUR ORGANIZATIONAL

DOCUMENTS TO REQUIRE MAJORITY VOTING FOR THE ELECTION OF DIRECTORS

voting standard under this proposal and our existing director

resignation policy would prcduce the exact same resultany director

nominee who fails to obtain upport from majority of votes cast would

not serve on our Board subject to final review by the full Board Because

our current director resignation policy already accomplishes the

objective of the shareholder proposal the adoption of majority vote

standard is unnecessary

Finally the majority vote stsndard advocated by the proponent is

relatively new practice whi3h could lead to unintended or adverse

consequences For example this standard could result in an entire slate

of nominees being rejected or an insufficient number of independent

directors being elected to satisfy the NYSE listing standards or

securities laws requirements In such events we could be incapable of

taking important corporate action until the situation was resolved

This propsal has been submitted to Duke Energys shareholders each

of the past three years and each year our shareholders have voted

against the proposal Given these issues our desire to listen to the will

of our shareholders who have voted consistently against the proposal

and our history of having Board that is highly qualified and

consistently elected by an overwhelming majority of our shareholders

we do not believe it is in our shareholders best interest to implement

the proponents voting standard at this time

The Board of Directors Recommends Vote AGAINST the Shareholder Proposal Relating to

Majority Voting for the Election of Directors
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Discretionary Voting Authority

Related Person Transaction Policy The Corporate Governance

Committee adopted Related Person Transaction Policy that sets forth

our procedures for the identification review consideration and

approval or ratification of related person transactions For purposes

of our policy only related person transaction is transaction

arrangement or relationship or any series of similar transactions

arrangements or relationships in which we and any related person
are were or will be participants and in which the amount involved

exceeds $120000 Transactions involving compensation for services

provided to us as an employee or director are not covered by this policy

related person is any executive officer director or beneficial owner

of more than 5% of any class of our voting securities including any of

their immediate
family members and any entity owned or controlled by

such persons

Under the policy if transaction has been identified as related person

transaction including any transaction that was not related person

transaction when originally consummated or any transaction that was

not initially identified as related person transaction prior to

consummation our management must present information regarding

the related person transaction to our Corporate Governance

Committee or if Corporate Governance Committee approval would be

inappropriate to the Board of Directors for review consideration and

approval or ratification The presentation must include description of

among other things the material facts the interests direct and indirect

of the related persons the benefits to us of the transaction and whether

the transaction is on terms that are comparable to the terms available to

or from as the case may be an unrelated third party or to or from

employees generally Under the policy we will on an annual basis

collect information from each director executive officer and to the

extent feasible significant stockholders to enable us to identify any

existing or potential related person transactions and to effectuate the

terms of the policy In addition under our codes of business conduct

and ethics our employees and directors have an affirmative

responsibility to disclose any transaction or relationship that reasonably

could be expected to give rise to conflict of interest In considering

related person transactions our Corporate Governance Committee or

Board of Directors will take into account the relevant available facts and

circumstances including but not limited to

the risks costs and benefits to us

the impact on directors independence in the event that the related

person is director immediate family member of director or an

entity with which director is affiliated

the availability of other sources for comparable services or products

and

the terms available to or from as the case may be unrelated third

parties or to or from employees generally

The policy requires that in determining whether to approve ratify or

reject related person transaction our Corporate Governance

Committee or Board of Directors must consider in light of known

circumstances whether the transaction is in or is not inconsistent with

our best interests and those of our shareholders as our Corporate

Governance Committee or Board of Directors determines in the good
faith exercise of its discretion All of the transactions described below

were approved in accordance with the policy

Nucor Corporation Duke Energy Indiana wholly-owned subsidiary

of Duke Energy and Nucor entered into an agreement pursuant to

which Duke Energy Indiana provides electric service to one of Nucors

plants that is located in the Duke Energy Indiana service territory

Pursuant to this agreement in 2012 Nucor paid Duke Energy Indiana

approximately $50 million for such electric services

In addition from time to time Duke Energy and/or its subsidiaries and

contractors may purchase steel from Nucor

Mr DiMicco member of our Board of Directors was President and

Chief Executive Officer of Nucor in 2012 and therefore may be deemed

to have an interest in the transactions described above He retired as

President and Chief Executive Officer from Nucor at the end of 2012

although he will continue as Executive Chairman

As of the date this proxy statement went to press Duke Energy did not are properly presented at the annual meeting the persons named as

anticipate that any matter other than the proposals set out in this proxy proxies will have discretion to vote on those matters according to their

statement would be raised at the annual meeting If any other matters best judgment

Section 16a Beneficial Ownership Reporting Compliance

Section 16a of the Exchange Act requires Duke Energys directors and file these reports on behalf of our directors and executive officers

executive officers and any persons owning more than ten percent of During 2012 Form reporting transaction by Mr Barnet was filed

Duke Energys equity securities to file with the SEC initial reports of after its due date To our knowledge all other Section 16a reporting
beneficial ownership and certain changes in that beneficial ownership requirements applicable to our directors and executive officers were
with respect to such equity securities of Duke Energy We prepare and satisfied in timely manner during 2012

Related Person Transactions
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Proposals and Business by Shareholders

Duke Energy has adopted procedure called householding which

has been approved by the SEC for shareholders of record on

February 2003 Under this procedure single copy of the annual

report and proxy statement is sent to any household at which two or

more shareholders reside unless one of the shareholders at that

address notifies us that they wish to receive individual copies This

procedure reduces our printing costs and fees Each shareholder will

continue to receive separate proxy cards and householding will not

affect dividend check mailings or InvestorDirect Choice Plan statement

mailings in any way

This year we are seeking consent to householding from shareholders

who became shareholders of record after February 2003 and from

shareholders who have previously revoked their consent but wish to

participate
in householding If you provide consent this year or if you

have already consented to householding householding will continue

until you are notified otherwise or until you notify Investor Relations by

telephone at 800 488-3853 at www duke-energy corn/contactiR or

by mail at P0 Box 1005 Charlotte NC 28201-1005 that you wish to

receive separate annual reports and proxy statements You will be

removed from the househoding program within 30 days of receipt of

your notice If you received householded mailing this year and you

would like to have additional copies of our annual report and proxy

statement mailed to you please submit your request to Investor

Relations at the number or address above We will promptly send

additional copies of the annual report and proxy statement upon receipt

of such request

number of brokerage firms have instituted householding If you hold

your shares street name please contact your bank broker or other

holder of record to request information about householding

If you wish to submit proposal for inclusion in the proxy statement for January 2114 and no later than February 2014 The individuals

our 2014 annual meeting of shareholders we must receive it by named as proxy holders for our 2014 annual meeting will have

November 21 2013 discretionary authority to vote proxies on matters of which we are not

properly notified and also may have discretionary voting authority under

In addition if you wish to introduce business at our 2014 annual
other circumstances

meeting besides that in the Notice of the meeting you must send us

written notice of the matler Your notice must comply with the Your proposal or notice should be mailed to Duke Energy Corporate

requirements of our bylaws and we must receive it no earlier than Secretary at P0 8ox 1321 Charlotte North Carolina 28201 -1321

Electronic Delivery of the 2013 Annual Report and Proxy Materials

If you received paper version of this years proxy materials please In order to enroll for electronic delivery go to

consider signing up for electronic delivery of next years materials http//www.icsdellverycom/duk and follow the instructions You will

Electronic delivery significantly reduces Duke Energys printing and need to enter valid email address along with your social security

postage costs associated wth paper publications and also reduces our number

consumption of natural resources You will be notified immediately by

e-mail when next years annual report and proxy materials are available
If you elect to receive your Duke Energy materials via the internet you

E-delivery makes it more convenient for shareholders to cast their votes
can still request paper copies by contacting Investor Relations at

on issues that affect Duke Energy
800 488-3853 or at http//wwwduke-energycom/cOntactR

Householding Information
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DUKE ENERGY CORPORATION

EXECUTIVE SHORT-TERM INCENTIVE PLAN

As Amended Effective February 25 2013

ARTICLE General

SECTION 1.1 Purpose The purpose of the Duke Energy Corporation Executive Short-Term Incentive Plan the Plan is to benefit and advance

the interests of Duke Energy Corporation Delaware corporation the Corporation by rewarding selected senior executives of the Corporation

and its subsidiaries for their contributions to the Corporations financial success and thereby motivate them to continue to make such contributions in

the future by granting annual performance-based awards individually Award

SECTION 1.2 Administration of the Plan The Plan shall be administered by committee Committee which shall adopt such rules as it may

deem appropriate in order to carry out the purpose of the Plan The Committee shall be the Compensation Committee of the Corporations Board of

Directors Board or subcommittee thereof except that the number of directors on the Committee shall not be less than two and ii each

member of the Committee shall be an outside director within the meaning of Section 62m4 of the Internal Revenue Code of 1986 as amended

the Code All questions of interpretation administration and application of the Plan shall be determined by majority of the members of the

Committee then in office except that the Committee may authorize any one or more of its members or any officer of the Corporation to execute and

deliver documents on behalf of the Committee The determination of such majority shall be final and binding in all matters relating to the Plan The

Committee shall have authority and discretion to determine the terms and conditions of the Awards granted to eligible employees specified in

Section 1.3 below Participants

SECTION 1.3 Eligible Persons Awards may be granted only to employees of the Corporation or any of its subsidiaries who are designated

Executive Officers of the Corporation by the Board

ARTICLE II Awards

SECTION 2.1 Awards The Committee may grant Awards to eligible employees with respect to each fiscal year of the Corporation subject to

the terms and conditions set forth in the Plan

SECTION 2.2 Terms of Awards No later than 90 days after the commencement of each fiscal year of the Corporation the Committee shall

establish performance targets Performance Targets for the Corporation for such fiscal year Performance Period and ii target awards

Target Awards that correspond to the Performance Targets for each Participant The Performance Targets upon which the payment or vesting of

an Award may be based shall be limited to the following business measures which may be applied with respect to the Corporation any subsidiary or

any business unit or if applicable any Participant and which may be measured on an absolute or relative to peer-group or other market measure

basis total shareholder return stock price increase return on equity return on capital earnings per share EBIT earnings before interest and taxes

EBITDA earnings before interest taxes depreciation and amortization ongoing earnings cash flow including operating cash flow free cash flow

discounted cash flow return on investment and cash flow in excess of costs of capital EVA economic value added economic profit net operating

profit after tax less cost of capital charge SVA shareholder value added revenues net income operating income pre-tax profit margin

performance against business plan customer service reliability corporate governance quotient or rating market share employee satisfaction

safety total incident case rate serious injury fatality rate fatality rate employee engagement supplier diversity workforce diversity operating

margins credit rating dividend payments expenses operation and maintenance expense fuel cost per million BTU costs per kilowatt hour

retained earnings completion of acquisitions divestitures and corporate restructurings construction projects legislative efforts new technology

development environmental efforts and individual goals based on objective business criteria underlying the goals listed above and which pertain to

individual effort as to achievement of those goals or to one or more business criteria in the areas of litigation human resources information services

production inventory support services site development plant development building development facility development government relations

product market share or management Alternatively the Committee may establish Performance Targets in terms of such subjective measures from

the list above as it may from time to time specify for Awards that are not intended to qualify as performance-based compensation under

Section 162m of the Code

SECTION 2.3 Limitation on Awards The aggregate amount of all Awards paid to any Participant for any Performance Period shall not exceed

Six Million Dollars $6000000

SECTION 2.4 Determination of Award The Committee shall promptly after the date on which the necessary financial or other information for

particular
Performance Period becomes available certify

in writing whether any Performance Target has been achieved and if so the highest

Performance Target that has been achieved all in the manner required by Section 162m of the Code If any Performance Target has been achieved

the Awards determined for each Participant with reference to the Target Award that corresponds to the highest Performance Target achieved for

such Performance Period shall have been earned except that the Committee may in its sole discretion reduce the amount of any Award to reflect the

Committees assessment of the Participants individual performance to reflect the failure of the Participant to remain in the continuous employ of the

Corporation or its subsidiaries throughout the applicable Performance Period or for any other reason Such awards shall become payable in cash as

promptly as practicable thereafter but in no event more than two and one-half months following the end of the calendar year in which the

Performance Period ends Notwithstanding the foregoing the Committee in its sole discretion may permit Participant to elect to defer payment of

all or any portion of the Award the Participant might earn for Performance Period by making deferral election on such terms and conditions as the

Committee may establish from time to time In the event Participant terminates employment with the Corporation and its subsidiaries for any reason
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prior to the last day of the Performance Period the Participant shall not be entitled to payment of an Award with respect to that Performance Period

unless otherwise determiied by the Committee in its sole discretion

ARTICLE Ill Miscellaneous

SECTION 3.1 No Righf to Awards or Continued Employment No employee shall have any claim or right to receive Awards under the Plan

Neither the Plan nor any action taken hereunder shall be construed as giving an employee any right to be retained by the Corporation or any of its

subsidiaries For purposes of the Plan the transfer of employment of Participant between the Corporation and any one of its subsidiaries or
between subsidiaries shall not be deemed termination of the Participants employment

SECTION 3.2 Restriction on Trans fe Beneficiary Awards or interests therein to Participant or amounts payable with respect to

Participant under the Plan are not subject to assignment or alienation whether voluntary or involuntary Notwithstanding the foregoing Participant

may designate beneficiary or beneficiaries to receive in the event of the Participants death any amounts remaining to be paid with respect to the

Participant under the Plan The Participant shall have the right to revoke any such designation and to redesignate beneficiary or beneficiaries To be

effective any such designation revocation or redesignation must be in such written form as the Corporation may prescribe and must be received by

the Corporation prior to he Participants death If

Participant dies without effectively designating beneficiary or if all designated beneficiaries

predecease the Participant any amounts remaining to be paid with respect to the Participant under the Plan shall be paid to the Participants estate

SECTION 3.3 Taxes The Corporation or subsidiary thereof as appropriate shall have the right to deduct from all payments made under the

Plan to Participant or to Participants beneficiary or beneficiaries any federal state local or other taxes required by law to be withheld with respect

to such payments The Corporation intends that Awards granted under the Plan be exempt from the requirements of Section 409A of the Code and
the Plan shall be interpreted administered and governed in accordance with that intent Although the Corporation intends to administer the Plan so

that Awards will be exempt from the requirements of Section 409A of the Code the Corporation does not warrant that any Award under the Plan will

qualify for favorable tax treatment under Section 409A of the Code or any other provision of federal state local or non-United States law The

Corporation shall not be lable to any Participant for any tax interest or penalties the Participant might owe as result of the grant vesting or

payment of any Award under the Plan

SECTION 3.4 No Restriction on Right of Corporation to Effect Changes The Plan shall not affect in any way the right or power of the

Corporation or its stockholders to make or authorize any recapitalization reorganization merger acquisition divestiture consolidation spin off

combination liquidation dissolution sale of assets or other similar corporate transaction or event involving the Corporation or subsidiary or

division thereof or any other event or series of events whether of similar character or otherwise

SECTION 3.5 Source of Payments The Corporation shall not have any obligation to establish any separate fund or trust or other segregation of

assets to provide for payments under the Plan To the extent any person acquires any rights to receive payments hereunder from the Corporation

such rights shall be no greater than those of an unsecured creditor

SECTION 3.6 Termination and Amendment The Plan shall continue in effect until terminated by the Board The Committee may at any time

amend or otherwise modify the Plan in such respects as it deems advisable provided however no such amendment or modification may be

effective without Board approval or Corporation stockholder approval if such approval is necessary to comply with the requirements for qualified

performance-based compensation under Section 162m of the Code

SECTION 3.7 Governmental Regulations The Plan and all Awards hereunder shall be subject to all applicable rules and regulations of

governmental or other authorities

SECTION 3.8 Headings The headings of sections and subsections herein are included solely for convenience of reference and shall not affect

the meaning of any of the provisions of the Plan

SECTION 3.9 Governing Law The Plan and all rights and Awards hereunder shall be construed in accordance with and governed by the laws of

the state of North Carolina

SECTION 3.10 Effective Date The Plan is an amendment of the Plan by the Board that is effective as of February 25 2013 provided however

subject to the approval of the stockholders of the Corporation Such approval shall meet the requirements of Section 62m of the Code and the

regulations thereunder At the sole discretion of the Board in order to comply with the requirements of Section 162m of the Code the business

measures set forth in Secfion 2.2 above that may be used for Performance Targets for Awards that are intended to qualify as performance-based

compensation under Sect on 162m of the Code shall be reapproved by the stockholders of the Corporation no later than the first meeting of such

stockholders that occurs in the fifth calendar year following the calendar year in which such stockholders previously approved such business

measures for such purpose

SECTION 3.11 Successors All obligations of the Corporation under the Plan shall be binding on any successor to the Corporation whether the

existence of such successor is the result of direct or indirect purchase merger consolidation or otherwise of all or substantially all of the business

or assets of the Corporat on

IN WITNESS WHEREOF the Plan as amended effective February 25 2013 subject to shareholder approval is executed on behalf of the

Corporation effective as cf February 25 2013

DUKE ENERGY CORPORATION

By Is Marie McKee

Marie McKee
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CDB Energy Services Executive Compensation Database

Acciona Enbridge Energy Northeast Utilities
Trans Bay Cable

AGL Resources Energen NorthWestern Energy TransCanada

Allete Energy Future Holdings NRG Energy UIL Holdings

Alliant Energy Energy Northwest NSTAR UniSource Energy

Ameren Entergy
Nuscale Power Unitil

American Electric Power EQT Corporation NV Energy Vectren

Areva ERCOT NW Natural Westar Energy

ATC Management Exelon OGE Energy Westinghouse Electric

Avista First Solar Oglethorpe Power Williams Companies

BG US Services FirstEnergy
Omaha Public Power Wisconsin Energy

Black Hills GenOn Energy Pacific Gas Electric Wolf Creek Nuclear

California Independent System Hawaiian Electric Pepco Holdings XceI Energy

Operator Iberdrola Renewables Pinnacle West Capital

Calpine
IDACORP PJM Interconnection

CenterPoint Energy Integrys Energy Group PNM Resources

CH Energy Group IPR GDF SUEZ North America Portland General Electric

Cleco ISO New England
PPL

CMS Energy
Kinder Morgan Proliance Holdings

Colorado Springs Utilities LES Public Service Enterprise Group

Consolidated Edison LGE and KU Energy Services Puget Energy

Constellation Energy Lower Colorado River Authority Regency Energy Partners LP

Covanta Holdings McDermott Salt River Project

CPS Energy
MDU Reources Santee Cooper

Crosstex Energy MGE Energy
SCANA

DCP Midstream MidAmerican Holdings SemGroup

Dominion Resources Midwest Independent Sempra Energy

DPL Transmission System Southern Company Services

DTE Energy Operator
Southern Union Company

Edison International New York Independent System Southwest Power Pool

EDP Renewables Operator Spectra Energy

North America LLC New York Power Authority STP Nuclear Operating

El Paso Corporation NextEra Energy TECO Energy

El Paso Electric Nicor Tennessee Valley Authority
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CDB General Industry Executive Compensation Database

ACH Food Freeport-McMoRan Copper Gold Office Depot Whirlpool

Adecco G4S Paramount Wilsonart International

Agrium Gap PPG Industries WPP
Air Liquide General Mills Praxair Yum Brands

Amgen Goodyear Tire Rubber QUALCOMM
Anadarko Petroleum Grupo Ferrovial QVC
Apache Health Net Reckitt Benckiser

ARAMARK Highmark Inc Research in Motion

Arrow Electronics Illinois Tool Works Rolls-Royce North America

Barrick Gold of North America Ingersoll-Rand R.R Donnelley

Baxter International ITT Corporate SAIC
BG US Services ITT Mission Systems SCA Americas

BJs Wholesale Club Jabil Circuit
Seagate Technology

Blue Shield of California J.C Penney Company Showtime

Boebringer lngelheim Kao Brands Sodexo
Bovis Lend Lease Kellogg Southwest Arlines

Bristol-Myers Squibb Kimberly-Clark Starbucks

Carnival Kohls Subaru of America

CBS Komatsu America Syngenta Crop Protection

Chevron Phillips Chemical Kyocera Corporation Takeda Pharmaceutical

Colgate-Palmolive Communications Company Limited

ConAgra Foods Land OLakes TE Connectivity

Covidien Lear Tektronix

Cox Enterprises Linde Tetrapak

CS Wholesale Grocers Marrioff International Textron

CSX Marsh McLennan Textron Financial

Dauchi Sankyo Medtronic Thermo Fisher Scientific

DCP Midstream Millennium Pharmaceuticals Thomson Reuters

Dean Foods Monsanto Time Warner Cable

Diageo North America Motorola TRW Automotive

Eaton Motorola Mobility Union Pacific

EMC MTV Networks United States Steel

EMD Millipore Navistar International U.S Foodservice

Evergreen Packaging Novo Nordisk Pharmaceuticals Viacom

Evonik Degussa Occidental Petroleum Waste Management
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2013 Annual Meeting of Shareholders

May 2013 at 1000 a.m local time

Duke Energy Corporation

O.J Miller Auditorium

526 South Church Street

Charlotte NC 28202

Directions to Annual Meeting of Shareholders

From 1-77 North

Take the Morehead Street exit iDA

Turn Left onto Morehead Street

Turn Left onto Mint Street

Mint Street Parking Deck located adjacent to Bank of America Stadium

From 1-77 South

Take the -277/John Belk Freeway/US-74Wilkinson Blvd exit 9B

Merge onto 1-277 N/US-74

Take the Carson Blvd exit 1D

Stay straight to Carson Blvd

Turn Left onto Mint Street

Mint Street Parking Deck located adjacent to Bank of America Stadium

Free parking available in the Mint Street Parking Deck

526 South Church Street

Mint Street Parking Deck

Bank of America Stadium
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Dear fetow customers nvestors employees and at others who have vested nterest in our success

including our partners suppflers potcymakers regulators and commumties

For Duke Energy 2012 was year of

perseverance and transformation After wrapping

up chaMenging merger journey were now

moving forward as stronger company thats

better prepared for new energy landscape

We completed the merger of Duke Energy and Progress Energy on July 2012

overcoming two federal regulatory setbacks Late in the year we resolved an issue

with North Carolina regulators regarding the postmerger change in CEO

Im grateful for our employees resilience They turned 2012 year of extraordinary

uncertainty into year of great accomplishment in meeting our operational and

financial objectives They also achieved the best employee safety record in our

companys history The way they have pulled together bodes well for our future

Our new logo on this annual report cover is symbolic of this new beginning in our first

full year since becoming the largest electric utility in the United States What matters

most is what we do now and how we do it Despite complex issues still in front of us

were on our way to demonstrating the tremendous potential of Duke Energy
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What matters most is what

we do nowand how we do

stakeholder approach

Duke Energy is focused on those who have major

stake in how we perform today and how we prepare

for the future

Our customers and communities who

depend on us 24/7 for vital service

constructive partnership and responsible

stewardship

Our investors who choose us for reliable

dividend and eamings growth potential

backed by our primarily regulated-utility

business mix and strong balance sheet

Our employees who seek to make

difference in mission that matters

while advancing in performance culture

guided by the right values

Our diverse stakeholders often have competing

priorities We aim for the right long-term balance that

strengthens trust and confidence in our company

For customers

Delivering cost savings and other benefits to

our customers was driving force behind the

combination of Duke Energy and Progress Energy

Its particularly important given the need to mitigate

the rising costs in todays electric utility Industry

Our core mission is to provide affordable reliable

increasingly clean energy in safe and sustainable

ways to our customers 24/7 Todays Duke Energy

serves 7.2 million retail electricity customers in six

states in the Southeast and the Midwest We also

serve 500000 natural gas customers In Ohio and

Kentucky Our commercial businesses supply power

to communities across the United States and in

seven Latin American countries

Thanks to the merger our customers are behefding

from the efficiency and flexibility of operating our

power plants in the Carolinas as one integrated fleet

We also are unlocking coal-blending efficiencies and

leveraging our size in fuel procurement

We achieved about $52 million in fuel and

joint-dispatch savings in the first six months

as combined company outpacing our initial

expectations And we are on track to meet the

$687 million merger-related savings commitment

to our Carolinas customers as the savings

opportunities ramp up over the next five years

Our storm-response capability is one example of our

new strengths As result of our size were now

able to mobilize more crews and equipment more

effectively This was evident when Superstorm
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Our divUend is an important part of the value

propostion we offer shareholders In 2012 we

raised our quarterly ca.sh dividend to shareholders

by approxirnately percent Not only are we

consistently growing the dividend but also 2013

is our 87th consecutive year of paying quarterly

cash dividend on our cornrnon stock Base-d err the

current dividend we are paying wore than $24

brlliorr in dividends annually

Duke Energy has provenr track record of delivering

consistent financial results From 2013 through

2015 our objectives are to continue growing annual

adjusted diluted earnings per share by an average

of to percerrt to continue growing the dividend

within 65 to 70 percent target payout ratio and to

rnairrtain strong investrnenUgrade credit rotings

was inrpressed by our employees clear focus and

quiet strength throughout 2012 despite the rnergec

related uncertainty and orgarmizational charmge Their

cornrnrtrnent to our nmisson arrcl to finding better

ways to carry it out has been exernplary

Our ermmployees 2012 safety perforrnarmce was

testament to their focus We firrished the yea rwith the

lowest Total locideftt Case Rate irr our history though

tragically arm employee died after being reanended by

vehicle arid contractor was fatally injured LA/c take

our corormiitrneot to safety very seriously arrd always

strive for zero injuries and fatalities

Along with other executives devoted considerable

tirne last year to engagirrg with ernployees across

the cornparmy srnall-group dialogue sessiorms large

open-forunm rneetirags and irmforrnal visits to our
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important part of the Duke Energy portfoto They

provide us wdh diversity in revenue streams geography

and fuel mix Our Latin American operations provide

valuable exposure to higher-growth markets Were

also gaining substantial experience with renewable

energy whch is becoming increasingly important

Duke Energy loternational OLD owns operates

or has substantial interests in almost 4600

megawatts of highly contracted generation in Latin

America with self-funding cash flows About two-

thirds of DEls capacity is hydroelectric During

2012 we entered Chile which has favorahle

political and climmte

We have about 7000 megawatts of Midwest

commercial electric-generating capacity These

power plants fueled by coal natural gas arid oii

are welt-positioned to meet new environmental

regulations The financial returns of the plants are

challenged by the currently low capacity prices and

energy margins in the DiM markets

Thats why we have filed with Ohio regulators for

tte ability to earn appropriate cost-based capacity

payments The ocrtcome of this regulatory filing will

inform our strategic decisions about these plants

Our rionregulated renewable energy business

continues to grow During 2012 we completed

five new wind farms and three new solar farms

Our growing wind and solar portfolio includes

nnore than 1700 megawatts of electric

generatirig capacity
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Natural Gas OI Hydra
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Readiness for the road ahead

The history of Duke Energy includes more than

century of resGienc and adaptation through

national economic booms and busts energy

crises technological innovations volatile fuel

prices and shifting landscape of government

policies and regulations

Greater transformation lies ahead for our company

and our industry Current drivers of change include

the shale gas revolution emerging technologies

and anemic growth in energy usage Also our

nation needs to address global climate change in

more comprehensive way

Our company nmrst anticipate and adapt to this fluid

business context We have to change our cost structure

and our regulatory model to reflect the new energy

realities It wont ha easy But our scale diversity

and flexibility will help us shape the way forward

Cur sustainahility journey at Duke Energy is

critical part of this readiness for the future Were

doing business in way thaPs good for people

the planet and profits In 2012 Duke Energy was

named to the Dow Jones Sustainahility Index for

North America for the seventh consecutive year

You can read about our sustainability initiatives in

our 2012 Sustainability Report available in April at

dukwenergywom

As part of creating more sustainable future we

are pursuing innovative ways to promote energy

efficiency One example is Envision Charlotte

public/private partnership to reduce energy usage

water and waste in Charlottes urban core by 20

percent in five years

We are also evaluating advanced technologies from

energy storage for wind farms to solar charging

stations for electric vehicles

In December 2012 we completed North Americas

largest battery storage project at wind farm This

36megawatt system in Texas will help us assess

the potential for broader use of energy storage

which could be an industry game changer
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Cautionary Statement Regarding Forward-Looking Information

This document includes forward-looking statements within the

meaning of Section 27A of the Securities Act of 1933 and Section

21E of the Securities Exchange Act of 1934 Forward-looking

statements are based on managements beliefs and assumptions

These forward-looking statements are identified by terms and

phrases such as anticipate believe intend estimate

expect continue should could may plan project

predict will potential forecast target outlook

guidance and similar expressions Forward-looking statements

involve risks and uncertainties that may cause actual results to

be materially different from the results predicted Factors that

could cause actual results to differ materially from those

indicated in any forward-looking statement include but are not

limited to state federal and foreign legislative
and regulatory

initiatives including costs of compliance with existing
and future

environmental requirements as well as rulings
that affect cost

and investment recovery or have an impact on rate structures

the
ability

to recover eligible costs and earn an adequate return

on investment through the regulatory process the cost of retiring

Progress Energy Floridas Crystal River Unit could prove to be

more extensive than is currently identified all costs associated

with the retirement of Crystal River Unit including replacement

power may not be
fully

recoverable through the regulatory

process the ability to maintain relationships with customers

employees or suppliers post-merger the ability to successfully

integrate the Progress Energy businesses and realize cost

savings and any other synergies expected from the merger

the risk that the credit ratings of the combined company or its

subsidiaries may be different from what the companies expect

the impact of compliance with material restrictions of conditions

related to the Progress Energy merger imposed by regulators

could exceed our expectations costs and effects of legal and

administrative proceedings settlements investigations and

claims industrial commercial and residential growth or decline

in the service territories of Duke Energys subsidiaries 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 the operations of Duke Energys

subsidiaries including the economic operational and other

effects of storms hurricanes droughts and tornadoes the ability

to successfully operate electric-generating facilities and deliver

electricity to customers the
ability

to recover in timely manner

if at all costs associated with future significant weather events

through the regulatory process the impact on Duke Energys

facilities and business from terrorist attack cyber security

threats and other catastrophic events the inherent risks

associated with the operation and potential construction of

nuclear facilities including environmental health safety

regulatory and financial risks the timing and extent of changes

in commodity prices interest rates and foreign currency exchange

rates and the ability to recover such costs through the regulatory

process where appropriate unscheduled generation outages

unusual maintenance or repairs and electric transmission system

constraints the performance of electric generation facilities and

of projects undertaken by Duke Energys nonregulated

businesses the results of financing efforts including
the

ability

of Duke Energy and its subsidiaries to obtain financing on

favorable terms which can be affected by various factors

including Duke Energys credit ratings and general economic

conditions declines in the market prices of equity securities and

resultant cash funding requirements for Duke Energys defined

benefit pension plans and nuclear decommissioning trust funds

the level of creditworthiness of counterparties to the transactions

of Duke Energy and its subsidiaries employee workforce factors

including the potential inability to attract and retain key

personnel growth in opportunities for Duke Energys business

units including the timing and success of efforts to develop

domestic and international power and other projects

construction and development risks associated with the

completion of the capital investment projects of Duke Energys

subsidiaries in
existing

and new generation facilities including

risks related to financing obtaining and complying with terms

of permits meeting construction budgets and schedules and

satisfying operating and environmental performance standards

as well as the ability to recover costs from ratepayers in timely

manner or at all the ability
of Duke Energys subsidiaries to pay

dividends or distributions to Duke Energy Corporation holding

company the Parent the effect of accounting pronouncements

issued periodically by accounting standard-setting bodies the

impact of potential goodwill impairments the ability to reinvest

retained earnings of
foreign

subsidiaries or repatriate such

earnings on tax-free basis and the ability to successfully

complete future merger acquisition or divestiture plans

Additional risks and uncertainties are identified and discussed

in Duke Energys reports filed with the SEC and available at the

SECs website at sec.gov In light
of these risks uncertainties

and assumptions the events described in the forward-looking

statements might not occur or might occur to different extent

or at different time than Duke Energy has described Duke Energy

undertakes no obligation to publicly update or revise any forward

looking statements whether as result of new information

future events or otherwise
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Non-GAAP Financial Measures

Adjusted Earnings and Adjusted Diluted Earnings

per Share EPS

Duke Energys 2012 Annual Report references 2012 adjusted

earnings of $2483 million and adjusted diluted of $4.32

Adjusted earnings and adjusted diluted EPS is non-GAAP

generally accepted accounting principles financial measure as

it represents income froii continuing operations after deducting

income attributable to noncontrolling interests adjusted for the

dollar and
per

share impact of
special items and the mark-to-market

impacts of economic hedges in the Commercial Power segment

Special items represent certain charges and credits which

management believes will not be recurring on regular basis

although it is reasonably possible such charges and credits could

recur Mark-to-market adjustments reflect the mark-to-market

impact of derivative contracts which is recognized in GAAP earnings

immediately as such derivative contracts do not qualify for hedge

accounting or regulatory accounting used in Duke Energys hedging

of portion of the economic value of certain of its generation assets

in the Commercial Power segment The economic value of the

generation assets is subject to fluctuations in the fair value due to

market price volatility of the input and output commodities e.g

coal power and as such the economic hedging involves both

purchase and sales of those
input and output commodities related

to the generation assets Because the operations of the generation

assets are accounted for under the accrual method management

believes that excluding the impact of mark-to-market changes of

the economic hedge contracts from adjusted earnings until

settlement better matches the financial impacts of the hedge

contract with the
portion

of the economic value of the underlying

hedged asset Management believes that the presentation of

adjusted earnings and adjusted diluted provides an additional

relevant comparison of the companys performance across

periods Adjusted earnings and adjusted diluted EPS is also used

as basis for employee incentive bonuses

The most directly comparable GAAP measure for adjusted earnings

and adjusted diluted EPS is net income and diluted EPS attributable

to Duke Energy Corporation common shareholders which includes

the dollar and per share impact of special items the mark-to-market

impacts of economic hedges in the Commercial Power segment and

discontinued operations The following is reconciliation of net

income and diluted EPS to adjusted earnings and adjusted diluted

for 2012 2011 and 2010

Duke Energys 2012 Annual Report also references Duke Energys

forecasted 2013 adjusted diluted outlook range of $4.20 to $4.45

per share which is consistent with the 2013 employee incentive earnings

target The materials also reference the long-term targeted range of

growth of percent to percent in adjusted diluted on compound

annual growth rate CAGR basis Due to the forward-looking nature

of this non-GAAP financial measure for future periods information to

reconcile it to the most
directly comparable GAAP financial measure is

not available at this time as management is unable to project special

items or mark-to-market adjustments to future periods

2012 2011 2010Year December31
_________

In millions except per-share amounts

Adjusted earnings

Edwardsport charges

Costs to achieve mergers and acquisitions

Mark-to-market impact of economic hedges

Democratic National Convention Host Committee support

Employee severance and office consolidation

allowance impairment

Goodwill and other asset impairments

Litigation reserves

Assets sales

Income from discontinued operations

Per

Diluted

Share

$4.32

0.10

0.10

0.01

0.01

0.11

Amount

$2483

402

391

60

Per

Diluted

Amount Share

$1943 $4.38

135 0.30

51 0.12

0.01

51 0.12

Per

Diluted

Amount Share

$1882 $4.29

17 0.04

21 0.04

105 0.24

602 1.37

16 0.04

154 0.35

0.0136 $0.06

Net income attributable In Duke Energy $1168 $3.01 $1706 $3.83 $1320 $3.00
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Adjusted Segment Income

Duke Energys 2012 Annual Report includes discussion of adjusted

segment income for the years ended December 31 2012 2011 and 2010

The primary performance measure used by management to evaluate

segment performance is segment income Segment income is defined

as income from continuing operations net of income attributable to

noncontrolling interests In addition direct interest expense and

income taxes are included in segment income and certain governance

costs are allocated to each of the segments Management believes

segment income which is GAAP measure used to report segment

results is good indicator or each segments operating performance as it

represents the approximate net income contribution of Duke Energys

business segments by incorporating the direct financing methods or

capital structures of the business segments as well as the income

tax attributes of the businesses and regions in which they operate

Management also uses adjusted segment income as measure of

historical and anticipated future segment performance Adjusted

segment income is non-GAAP financial measure as it is based

upon segment income adjusted for special
items and the mark-to-

market impact of economic hedges in the Commercial Power segment

Management believes that the presentation of adjusted segment

income provides
useful information to investors as it provides them

with an additional relevant comparison of segments performance

across periods

The most directly comparable GAAP measure for adjusted segment

income is reported segment income which represents segment

income from continuing operations including any special
items and

the mark-to-market impact of economic hedges in the Commercial

Power segment The following is reconciliation of adjusted segment

income to segment income for 2012 2011 and 2010

Year Ended December 31 2012

Total

Commercial International Reportable Duke

in miiiions except per-share amounts USFEG Power Energy Segments Other Energy

Adjusted segment income $2086 $93 $439 $2618 $135 $2483

Edwardsport impairment and other charges 402 402 402

Costs to achieve mergers and acquisitions
391 397

Mark-to-market impact of economic hedges

Democratic National Convention Host Committee support

Employee severance and office consolidation 60 60 60

Segment income $1144 $87 $439 $2210 $538 $1132

Income from discontinued operations
36

Net income attributable to Duke Energy
$1168

Year Ended December31 2011

Total

Commercial International Reportable Duke

in miiiions except per-share amounts
IJSFEG Power Energy Segments Other Energy

Adjusted segment income $1316 $186 $466 $1968 $25 $1943

Edwardsport impairment and other charges 135 135 135

Emission allowance impairment 51 51 51

Costs to achieve mergers and acquisitions
51 51

Mark-to-market impact of economic hedges

Segment income $1181 $134 $466 $1781 $76 1705

Income from discontinued operations

Net income attributable to Duke Energy
1706
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Adjusted Segment Income continued

Year Ended December31 2010
_____ _______ _______

in millions except per-shale amounts

Adjusted segment incomu

Goodwill and other asset impairments

Employee severance and office consolidation

Costs to achieve mergers and acquisitions

Litigation reserves

Mark-to-market impact cf economic hedges

Assets sales

Segment income

Dividend Payout Ratio

Duke Energys 2012 Annual Report includes discussion of

Duke Energys anticipated long-term dividend payout ratio of 65

to 70 percent based upon adjusted diluted EPS This payout ratio

is non-GAAP financial measure as it is based upon forecasted

diluted attributable to Duke Energy Corporation common

shareholders adjusted for the per-share impact of
special items

the mark-to-market impacts of economic hedges in the

Commercial Power segment and discontinued operations as

discussed above under Adjusted Earnings and Adjusted Diluted

Earnings per Share The most
directly comparable GAAP

measure for adlusted earnings and adjusted diluted EPS is net

income and diluted attributable to Duke Energy Corporate

common shareholders which includes the dollar and per share

impact of special items mark-to-market impacts of economic

hedges in the Commercial Power segment and discontinued

operations Due to the forward-looking nature of this non-GAAP

financial measure for future periods information to reconcile it

to the most directly comparable GAAP financial measure is not

available at this time as management is unable to project

special items or mark-to-market adjustments for future periods

Total Available Liquidity

Reportable Duke

Segments Other Energy

$1939 $57 $1882

602 602

105

17

16

21 21

154 154

$41 $1317

Duke Energys 2012 Annual Report includes discussion of total

available liquidity Total available liquidity is non-GAAP financial

measure as it represents cash and cash
equivalents and short-term

investments excluding amounts held in
foreign jurisdictions and

remaining availability under the master credit and regional bank

facilities The most
directly comparable GAAP financial measure for

available liquidity is cash and cash equivalents The following is

reconciliation of total available liquidity as of December 31 2012 and

December 31 2011 to the most directly comparable GAAP measure

Asof Asof

December 31 December 31

In millions

________
2012 2011

Cash and cash equivalents $1424 $2110

Short-term investments 333 190

Less Amounts held in

foreign jurisdictions

________ _______

Plus Remaining availability

under master credit and

regional
bank

credit_faciIities 4900 3255

Total available liquidity $5553 $4518

The regional bank credit facility was termorated at December 31 2012

Total

Commercial International

USFEG Power Energy

$1380 $254 $305

602

21

105

17

16

$1380 $327 $305 $1358

Income from discontinued operations

Net income attributable to Duke Energy $1320

1104

653

1037

1263
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These forward-looking statements which are intended to cover Duke Energy and the applicable

Duke Energy Registrants are identified by terms and phrases such as anticipate believe

intend estimate expect continue should could may plan project

predict will potential forecast target uidance outlook and similar expressions

Forward-loOking statements involve risks and uncertainties that may cause actual results tube

materially different from the results predicted Factors that could cause actual results to differ

materially from those indicated in any torward-looking statement include but pre not limited to

Page
State federI an foreign legislative and rugulatury initiahves 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

The ability to LŁcover eligible costs and earn an adequate return on investment through

the regulatory process

ike costs of retiring Progress Energy Floridas Crystal River Unit could prove tn be

more extensive than is currently identified All costs associated with the retirement

Crystal Rivw Unit asset including replacement power may not be fully recoverable

through the regulatory process

The abdity to maintain relatiunships with customers employees or suppliers post-merger

The ability to successfully integrate the Progress Energy businesses and realize cost

savings and any other synergies expected from the merger

15
The risk that the credit ratings of the combined company nr its subsidiaries may be

different from what the companies expect

15
The impact of compliance with material restrictions or conditions related to the Progress

15 Energy merger imposed by regulators could exceed our expectations

16
Costs and effects of legal and administrative proceedings settlements investigations

and claims

17
Industrial commercial and residential growth or decline in the respective Duke Energy

Registrants setiice territories customer base or customer usage patterns

Additional compktitiuo in electric markets and continued industry consolidation

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

business

The influence of weather and other natural phenomena on each of the Duke Energy

Registrants operations including the economic operational and other effects of storms

hurricanes droughts and tornadoes

The ability to successfully operate electric generating facilities and deliver electricity to

customers

The ability to recove in timely manner if at all costs associated with future

24
significant weather events through the regulatory process

The impact on the Duke Energy Registrants facilities and business from terrorist

25
attack cyber security threats and other catastrophic events

29
The inherent risks associated with the operation and potential construction of nuclear

facilities including environmental health safety regulatory and financial risks

29
The timing and extent of changes in commodity prices interest rates and foreign

currency exchange rates and the ability to recover such costs through the regulatory

process where appropriate

Unscheduled generation outages uxosual maintenance or repairs and electric

transmission system constraints

The performance of electric generation facilities and of projects undertaken by Duke

Energys nonregulated businesses

The results of financing efforts including the Duke Energy Registrants ability to obtain

financing on favorable terms which can be affected by various factors including the

respective Duke Energy Registrants credit ratings and general economic conditions

Declines in the market prices of equity securities and resultant cash funding

requirements for Duke Energys defined benefit pension plans and nuclear

decommissioning trust funds

The level of creditworthioess of counterparties to Duke Energy Registrants transactions

Employee worhforcu factors including the potential inability to attract and retain key

personnel

Growth in opportunities for the respective.Duke Energy Registrants business units

including the timing and success of efforts to develop domestic and international power

and uther projects

Construction and development risks associated with thk completion of Duke

Energy Registrants capital investment projects in existing and new generation

facilities including risks related to financing obtaining and complying with terms of

permits meeting construction hudgets and schedules and satisfying operating and

environmental performance standards as welt as the ability to reconer costs from

ratepayers in timely manner ur at all

The Subsidiary Registrants ability to pay dividends or distributions to Duke Energy

Corporatiun balding company the Parent

The effect of accounting pronouncements issued periodically by accounting standard-

setting bodies

The impact of potential goodwill impairments

The ability to reinvest retained earnings of foreign subsidiaries or repatriate such

earnings on tax free basis and

The ability to successfully complete future merger acquisition or divestiture plans

In light of these risks uncertainties and assumptions the events described in the

forward-looking statements might not occur or might occur to different extent or at different

time than Duke Energy has described The Duke Energy Registrants undertake no obligation to

publicly update or revise any forward-looking statements whether as result of new information

future events or otherwise
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This document includes forward-looking statements within the meaning of Section 27A

of the Securities Act ot 1933 and Section 21E of he Securities Exchange Act of 1934

Forward-looking statements are based on managements beliefs and assumptions



Glossary of Terms

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

the 2006 Plan

2010 Tax Relief Act

the 2010 Plan

ADEA

AFUDC

Aguaytia

ANEEL

AOCI

ASC

ASU

ATRA

Attihi

BCA

Bison

BPM

Brunswick

CAA

CAC

CAIR

Catamount

Catawba

CC

CCR

CCS

CGE

CRC

Cliffside Unit

CT

Cinergy

CO

COL

CPCN

CRES

Crescent

Crystal River Unit3

CSAPR

CVO

CWIP

DAQ

DB

DECAM

DEGS

DEl

DEIGP

Duke Energys 2006 Long-Term Incentive Plan

Tax Relief Unemployment Insurance

Reauthorization and Job Creation Act of 2010

Duke Energys 2010 Long-Term Incentive Plan

Age Discrimination in Employment Act

Allowance for Funds Used During Construction

Aguaytia Integrated Energy Project

Brazilian Electricity Regulatory Agency

Accumulated Other Comprehensive Income

Accounting Standards Codification

Accounting Standards Update

American Taxpayer Relief Act of 2012

Attiki Gas
Supply

S.A

Budget Control Act of 2011

Bison Insurance Company Limited

Bulk Power Marketing

Brunswick Nuclear Station

Clean Air Act

Citizens Action Coalition of Indiana Inc

Clean Air Interstate Rule

Catamount Energy Corporation

Catawba Nuclear Station

Combined Cycle

Coal Combustion Residuals

Carbon Capture and Storage

The Cincinnati Gas Electric Company

Cinergy Receivables Company LLC

Unit of the Cliffside
Facility

in North

Carolina

Combustion Turbine

Cinergy Corp collectively with its subsidiaries

Carbon Dioxide

Combined Construction and Operating

License

Certificate of Public Convenience and Necessity

Competitive Retail Electric Supplier

Crescent Joint Venture JV

Crystal River Nuclear Station Unit

Cross-State Air Pollution Rule

Progress Energys contingent value obligation

Construction Work in Progress

Division of Air Quality

Defined Benefit Pension Plan

Duke Energy Commercial Asset Management

Duke Energy Generation Services Inc

Duke Energy International LLC

Duke Energy International Geracao

Paranapenema S.A

Term or Acronym

DENR

DERF

Duke
Energy

Retail

DETM

DOE

DOJ

DRIP

DSM

DukeEnergy

Duke Energy Carolinas

Duke Energy Indiana

Duke Energy Kentucky

Duke Energy Ohio

Duke Energy Registrants

DukeNet

DukeSolutions

EIP

EPA

EPC

EPS

ERISA

ESP

ETR

FASB

FCC

FERC

FDEP

Florida Progress

FPSC

Funding Corp

GAAP

GHG

Global

GWh

Definition

Department of Environment and Natural

Resources

Duke Energy Receivables Finance Company LLC

Duke Energy Retail Sales LLC

Duke Energy Trading and Marketing LLC

U.S Department of
Energy

U.S Department of Justice

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

Duke Energy Ohio Inc

Duke Energy Duke Energy Carolinas

Progress Energy Progress Energy Carolinas

Progress Energy Florida Duke
Energy Ohio

and Duke Energy Indiana

DukeNet Communications LLC

DukeSolutions Inc

Progress Energys Equity Incentive Plan

U.S Environmental Protection Agency

Engineering Procurement and Construction

Earnings Per Share

Employee Retirement Income Security Act

Electric Security Plan

Effective tax rate

Financial Accounting Standards Board

Federal Communications Commission

Federal Energy Regulatory
Commission

Florida Department of Environmental Protection

Florida Progress Corporation

Florida Public Service Commission

Florida Progress Funding Corporation

Generally Accepted Accounting Principles in

the United States

Greenhouse Gas

U.S Global LLC

Gigawatt-hours

Term or Acronym Definition

HAP Hazardous Air Pollutant

Harris Shearon Harris Nuclear Station

lAP State Environmental Agency of Parana

IBAMA Brazil Institute of Environment and Renew

able Natural Resources

IBNR Incurred but not
yet reported

IFRS International Financial Reporting Standards



Term or Acronym

IGCC

IMPA

IRS

ITC

IURC

KPSC

kV

kWh

Levy

Legacy Duke Directors

LIBOR

MATS

Mcf

McGuire

Merger Agreement

Merger Sub

MGP

Midwest ISO

MMBtu

Moodys

MRO

MIBE

MW

MVP

MWh

NCUC

NDTF

NEIL

NMC

NOL

NOx

Non-GHG

NPNS

NRC

NSPS

NSR

OCI

Oconee

OhioTD

ORS

OUCC

OVEC

PJM

Preferred Securities

Preferred Securities Guarantee

Definition

Integrated Gasification Combined Cycle

Indiana Municipal Power Agency

Internal Revenue Service

Investment Tax Credit

Indiana Utility Regulatory Commission

Kentucky Public Service Commission

Kilovolt

Kilowatt-hour

Progress Energy Floridas proposed nuclear

plant
in

Levy County Fla

Members of the pre-merger Duke Energy Board

of Directors

London lnterbank Offered Rate

Mercury and Air Toxics Standards previously

referred to as the Utility MACI Rule

Thousand cubic feet

McGuire Nuclear Station

Agreement and Plan of Merger with Progress

Energy Inc

Diamond Acquisition Corporation

Manufactured gas plant

Midwest Independent Transmission System

Operator Inc

Million British Thermal Unit

Moodys Investor Services

Market Rate Offer

Methyl tertiary butyl ether

Megawatt

Multi Value Projects

Megawatt-hour

North Carolina Utilities Commission

Nuclear decommissioning trust funds

Nuclear Electric Insurance Limited

National Methanol Company

Net operating loss

Nitrogen oxide

Non Greenhouse Gas

Normal purchase/normal sale

U.S Nuclear Regulatory Commission

New Source Performance Standard

New Source Review

Other comprehensive income

Oconee Nuclear Station

Ohio Transmission and Distribution

South Carolina Office of Regulatory Staff

Indiana Office of Utility Consumer Counselor

Ohio Valley Electric Corporation

PIM Interconnection LLC

7.10% Cumulative Quarterly Income

Preferred Securities due 2039 Series issued

by FPC Capital

Florida Progress guarantee of all distributions

related to the Preferred Securities

SO2 ...

Spectra Energy

Spectra Capital

SP

SSO

Stimulus Bill

Subordnated Notes

TSR

U.S

USFEG

Vectren

Vermillion

VIE

VSP

WACC

Windstream

WVPA

Total harehoIder return

United States

U.S Franchised Electric and Gas

Vectren Energy Delivery of Indiana

Vermillion Generating Station

Variable Interest Entity

Voluntary Severance Program

Weighted Average Cost of Capital

Windstream Corp

Wabash Valley Power Association Inc

Term or Acronym

Progress Energy

Progress Energy Carolinas

Progress Energy Florida

Progress Energy Registrants

REPS

Definition

Progress Energy Inc

Carolina Power Light Company d/ba Progress

Energy Carolinas Inc

Florida Power Corporation d/b/a Progress

Energy Florida

Progress Energy Progress Energy Carolinas and

Progress Energy Florida

Prosperity Prosperity Mine LLC

PSCSC Public Service Commission of South Carolina

PSD Prevention of Significant Deterioration

PUCO Public Utilities Commission of Ohio

0-Comm Q-Comm Corporation

OF Qualified Facilities

QSPE Qualifying Special Purpose Entity

Relative TSR TSR of Duke Energy stock relative to

pre-defined peer group

Renewable Energy and Energy Efficiency

Portfolio Standard

Robinson Robinson Nuclear Station

RSP Rate Stabilization Plan

RTO Regional Transmission Organization

Saluda Saluda River Electric Cooperative Inc.s

SB North Carolina General Assembly Senate Bill

SB 221 Ohio Senate Bill 221

SCEUC South Carolina
Energy

Users Committee

SEC Securities and Exchange Commission

Segment Income Incone from continuing operations net of

income attributable to
noncontrolling interests

SHGP South Houston Green Power L.P

Sulfur dioxide

Spectra Energy Corp

Spectra Energy Capital LLC formerly Duke

Capital LLC

Standard Poors

Standard Service Offer

The American Recovery and Reinvestment

Act of 2009

7.10% Junior Subordinated Deferrable Interest

Notes due 2039 issued by Funding Corp

Duke Energy Carolinas Progress Energy

Progress Energy Carolinas Progress Energy

Florida Duke
Energy

Ohio and Duke Energy

Indiana

Subsidiay Registrants
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ITEM BUSINESS

DUKE ENERGY

General

Duke Energy Corporation collectively with its subsidiaries Duke Energy

is an energy company headquartered in Charlotte North Carolina Duke Energy

operates in the U.S primarily through its direct and indirect wholly owned

subsidiaries Duke Energy Carolinas LLC Duke Energy Carolinas Carolina

Power Light Company d/b/a Progress Energy Carolinas Inc Progress

Energy Carolinas Florida Power Corporation d/b/a Progress Energy Florida

Inc Progress Energy Florida Duke Energy Ohio Inc Duke Energy Ohio and

Duke Energy Indiana Inc Duke Energy Indiana as well as in Latin America

through Duke Energy International LLC DEl When discussing Duke Energys

consolidated financial information it necessarily includes the results of its

six separate subsidiary registrants Duke Energy Carolinas Progress Energy Inc

Progress Energy Progress Energy Carolinas Progress Energy Florida Duke

Energy Ohio and Duke Energy Indiana collectively referred to as the
Subsidiary

Registrants which along with Duke Energy are collectively referred to as the

Duke Energy Registrants The financial information for Progress Energy Progress

Energy Carolinas and Progress Energy Florida includes results after July 2012

Duke Energy is Delaware corporation Its
principal executive offices

are located at 550 South Tryon Street Charlotte North Carolina 28202-1803

Duke Energy Carolinas is North Carolina limited
liability company Its principal

executive offices are located at 526 South Church Street Charlotte North

Carolina 28202-1803 Progress Energy and Progress Energy Carolinas are

North Carolina
corporations Their principal executive offices are located at

410 South Wilmington Street Raleigh North Carolina 27601-1748 Progress

Energy Florida is Florida corporation Its principal executive offices are located

at 299 First Avenue North St Petersburg Florida 33701 Duke Energy Ohio is an

Ohio corporation Its principal executive offices are Iocated.at 139 East Fourth

Street Cincinnati Ohio 45202 Duke Energy Indiana is an Indiana corporation

Its principal executive offices are located at 1000 East Main Street Plainfield

Indiana 46168

The telephone number for the Duke Energy Registrants is 704-382-3853

The Duke Energy Registrants electronically file
reports with the SecuritIes and

Exchange Commission SEC including annual reports on Form 10-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 the Duke Energy

Registrants file with the SEC at the SECs Public Reference Room at

100 Street N.E Washington D.C 20549 The public may obtain information

on the operation of the Public Reference Room by calling the SEC at

1-800-SEC-0330 The SEC also maintains an Internet site that contains reports

proxy and information statements and other information regarding issuers that

file electronically with the SEC at http//www.sec.gov Additionally information

about the Duke Energy Registrants including its
reports filed with the SEC is

available through Duke Energys website at http//www.duke-energy.com Such

reports are accessible at no charge through Duke Energys website and are

made available as soon as reasonably practicable after such material is filed

with or furnished to the SEC

Merger with Progress Energy

On July 2012 Duke Energy completed the merger contemplated by

the Agreement and Plan of Merger Merger Agreement among Duke Energy

Diamond Acquisition Corporation North Carolina corporation and Duke

Energys wholly owned subsidiary Merger Sub and Progress Energy Inc

Progress Energy North Carolina
corporation engaged in the regulated utility

business of generation transmission and distribution and sale of electricity in

portions of North Carolina South Carolina and Florida As result of the merger

Merger Sub was merged into Progress Energy and Progress Energy became

wholly owned
subsidiary of Duke Energy

The merger between Duke Energy and Progress Energy provides increased

scale and diversity with potentially enhanced access to capital over the long

term and
greater ability to undertake the significant construction programs

necessary to respond to increasing environmental regulation plant retirements

and customer demand growth Duke Energys business risk
profile is expected

to improve over time due to the increased proportion of the business that is

regulated Additionally cost savings efficiencies and other benefits are expected

from the combined operations

Immediately preceding the merge Duke Energy completed one-for-three

reverse stock
split

with
respect to the issued and outstanding shares of Duke

Energy common stock The shareholders of Duke Energy approved the reverse

stock split at Duke Energys special meeting of shareholders held on August 23
2011 All share and

per share amounts presented within the Form 10-K reflect

the impact of the one-for-three reverse stock split

Progress Energys shareholders received 0.87083 shares of Duke Energy

common stock in exchange for each share of Progress Energy common stock

outstanding as of July 2012 Generally all outstanding Progress Energy

equity-based compensation awards were converted into Duke Energy equity-

based compensation awards
using the same ratio The merger was structured

as tax-free exchange of shares

For additional information on the details of this transaction
including

regulatory conditions and accounting implications see Item Managements

Discussion and Analysis of Financial Condition and Results of Operations and

Note to the Consolidated Financial Statements Acquisitions and Dispositions

of Businesses and Sales of Other Assets

Duke Energy Business Segments

Duke Energy conducts its operations in the following business segments

all of which are cnsidered
reportable segments under the

applicable

accounting rules U.S Franchised Electric and Gas USFEG Commercial

Power and International Energy The remainder of Duke Energys operations

are presented as Other Duke Energys chief
operating decision maker

regularly

reviews financial information about each of these business segments in

deciding how to allocate resources and evaluate performance For additional

information on each of these business segments including financial and

geographic information about each reportable business segment see Note to

the Consolidated Financial Statements Business Segments

The following sections describe the business and operations of each

of Duke Energys reportable business segments as well as Other For

more information on the
operating outlook of Duke Energy and its reportable

segments see Managements Discussion and
Analysis of Financial Condition

and Results of Operations Introduction Executive Overview and Economic

Factors for Duke Energys Business

U.S FRANCHISED ELECTRIC AND GAS

U.S Franchised Electric and Gas USFEG generates transmits distributes

and sells electricity in most portions of North Carolina northern South Carolina

central north central and southern Indiana west central Florida and northem

Kentucky USFEG also transmits distributes and sells electricity in southwestern

Ohio Additionally USFEG
transports and sells natural gas in southwestern Ohio

and northern Kentucky It conducts operations pnmarily through Duke Energy

Carolinas Progress Energy Carolinas Progress Energy Florida Duke Energy

Indiana and the
regulated transmission and distribution

operations of Duke

Energy Ohio Duke Energy Indiana and Duke Energy Ohio are collectively referred

to as Duke Energy Midwest These electric and gas operations are subject to the

rules and regulations of the Federal Energy Regulatory Commission FERC the

North Carolina Utilities Commission NCUC the Public Service Commission of

South Carolina PSCSC the Florida Public Service Commission FPSC the Public

Utilities Commission of Ohio PUCO the Indiana Utility Regulatory Commission

IURC and the Kentucky Public Service Commission KPSC The substantial

majority of USFEGs operations are regulated and accordingly these operations

qualify for
regulatory accounting treatment
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USFEG supplies electric service to 1.2 million residential general service and

industrial customers Its service area covers approximately 104000 square miles

with an estimated population of 22 million USFEG provides regulated
transmission

and distribution services for natural gas to 500000 customers in southwestern

Ohio and northern Kentucky Electricity is also sold wholesale to incorporated

municipalities electric cooperative utilities and other load serving entities

Duke Energy Carolinas and Progress Energy Carolinas service areas

share diversified economy that is driven by service manufacturing and

government related output and jobs Sales to general service customers which

include both service and government sectors represent approximately one

third of total retail sales and the main segments include health care education

financial services information technology and military buildings Sates to

industrial customers represent little less than one third of total retail sales and

key sectors are textiles chemicals rubber and plastics paper food beverage

and auto manufacturing

Progress Energy Floridas service area has
strong

base of residential

customers and lower percentages of general service and industrial customers

relative to the other Duke Energy utilities states Sales to general service

customers which include both service and government sectors represent

approximately 40% of total retail sales the largest service segments include

tourism heath care and agriculture Sales to industrial customers represent

only around 10% of total retail sales and main sectors include phosphate rock

mining and processing electronics design and manufacturing and citrus and

other food processing

Duke Energy Indianas service area is characterized by strong presence

of manufacturing activity Sales to industrial customers represent around 40%

of total retail volumes the larger segments within the industrial class include

primary metals transportation equipment building materials food beverage

and chemicals Sales to general
service customers represent approximately

30% of total retail and the largest ccntributors to general service sales include

retail financial health care and education services

Duke Energy Ohios service area has diversified economy that is

driven by primarily by
the services sector The contribution of manufacturing

to the regional economy is lower relative to Indiana and the Carolinas service

territories Sales to general service customers which include both service and

government sectors represent approximately 40% of total retail sales and the

main segments include healthcare education real estate and rental leasing

financial insurance services and wholesale trade services Sales to industrial

customers represent approximately one fourth of total retail sales and key

industries are aerospace primary metals chemicals and food

The number of residential general service and industrial customers within

the USFEG service territory as well as sales to these customers is expected

to increase over time However growth in the near-term is being hampered

by the current economic conditions White total industrial sales increased in

2012 when compared to 2011 the growth rate was modest when compared to

historical periods

Seasonatity and the Impact of Weather

USFEGs costs and revenue are influenced by seasonal patterns Peak

sales of electricity occur during the summer and winter months resulting in

higher revenue and cash flows during those periods By contrast fewer sales

of electricity occur during the spring
and fall allowing for scheduled plant

maintenance during those periods Peak gas sales occur during the winter

months Residential and general service customers are most impacted by

weather Industrial customers are less weather sensitive Estimated weather

impacts are based on actual current period weather compared to normal

weather conditions with normal weather conditions defined as the long-term

average of actual historical weather conditions

The estimated impact of weather on earnings is based on the number

of customers temperature variances from normal condition and customers

historic usage levels and patterns methodology used to estimate the impact

of weather does not and cannot consider all variables that may impact customer

response to weather conditions such as humidity
and relative temperature

changes The precision of this estimate may also be impacted by applying long-

term weather trends to shorter term periods

Degree-day data are used to estimate the energy required to maintain

comfortable indoor temperatures based on each days average temperature

Heating-degree days measure the variation in the weather based on the extent

to which the average daily temperature falls below base temperature and

cooling-degree days measure the variation in weather based on the extent to

which the average daily temperature rises above the base temperature Each

degree of temperature below the base temperature counts as one heating-

degree day and each degree of temperature above the base temperature counts

as one cooling-degree day

Competition

Retail

USFEGs regulated utility businesses operate as the sole supplier of

electricity within their service territories USFEG owns and operates all of the

businesses and facilities necessary to generate transmit and distribute electricity

Services are priced by state commission approved rates designed to include the

costs of providing these services and reasonable return on invested capital
This

regulatory policy is intended to provide safe and reliable electricity at fair prices

USFEGs competition in the regulated electric distribution business is primarily

from the on-site generation
of industrial customers

USFEG is not aware of any enacted or proposed legislation in North

Carolina South Carolina Florida Kentucky or Indiana that would give its retail

customers the right to choose their electricity provider or otherwise restructure

or deregulate the electric industry However USFEG competes with suppliers of

other forms of energy in connection with their retail customers

Although there is no pending legislation at this time if the retail

jurisdictions served by USFEG become subject to deregulation the recovery

of stranded costs could become significant
consideration Stranded costs

primarily include the generation
assets of USFEGs regulated utilities whose

value in competitive marketplace would be less than their current book value

as well as above-market purchased power commitments to qualified
facilities

QFs QFs are typically
small power production facilities that generate power

within utility companys service territory
for which the utility companies

are legally obligated to purchase the energy of these facilities at an avoided

cost rate Thus fa all states that have passed restructuring legislation have

provided
for the opportunity

to recover substantial portion of stranded costs

USFEGs largest stranded cost exposure is primarily
related to Progress

Energy Floridas purchased power commitments with OFs under which it has

future minimum expected capacity payments through 2025 of $3.8 billion

Progress Energy Florida was obligated to enter into these contracts under

provisions of the Public Utilities Regulatory Policies Act of 1978 Progress Energy

Florida continues to seek ways to address the impact of escalating payments

under these contracts However the FPSC allows full recovery of the retail

portion of the cost of power purchased from QFs See Note to the Consolidated

Financial Statements Commitments and Contingencies for additional

information related these purchased power commitments

Wholesale

IJSFEG competes with other utilities and merchant generators for bulk

power sales and for sales to municipalities
and cooperatives USFEG also

competes with other utilities and marketers in the wholesale electric business

The principal factors in competing for wholesale sales are price including fuel

costs availability of capacity
and power and reliability of service Wholesale

electric prices are influenced primarily by market conditions and fuel costs

Increased competition in the wholesale electric utility industry and the

availability of transmission access could affect USFEGs load forecasts plans

for power supply and wholesale energy sales and related revenues Wholesale

energy sales will be impacted by the extent to which additional generation is

available to sell to the wholesale market and the ability of USFEC to attract

new wholesale customers and to retain current wholesale customers
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Energy Capacity and Resources

USFEG owns over 50000 megawatts of generation capacity For

additional information on USFEGs generation facilities see U.S Franchised

Electric and Gas in Item 2.Properties

Energy and capacity are also supplied through contracts with other

generators and purchased on the open market Factors that could cause

USFEG to purchase power for its customers include generating plant outages

extreme weather conditions generation reliability during the summer growth

and price USFEG has interconnections and arrangements with its neighboring

utilities to facilitate planning emergency assistance sale and purchase of

capacity and energy and reliability of power supply

USFEGs generation porffolio is 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 generation resources and purchased

power opportunities are continually evaluated on real-time basis to select and

dispatch the lowest-cost resources available to meet system load requirements

The vast majority of Duke Energy Carolinas Progress Energy Carolinas

and Duke Energy Indianas customer energy needs have historically been met

by large low-energy-production-cost coal-fired and nuclear generating units

that operated almost continuously or at baseload levels However recent

commodity pricing trends have resulted in more combined cycle gas-fired

generation The vast majority of Progress Energy Floridas customer energy

needs have historically been met by large low-energy-production-cost nuclear

fossil steam and combined cycle gas-fired generation Howeve due to the

extended outage of the Crystal River Nuclear Station Unit Crystal River Unit

nuclear plant portion of customer needs have been served with purchased

power for the past years

CTs and CCs are less expensive to build and maintain than either nuclear

or coal and can be rapidly started or stopped as needed to meet changing

customer loads or operated as base load units depending on commodity prices

Hydroelectric units produce low-cost energy but their operations are limited by

the availability of water flow

USFEGs pumped-storage hydroelectric facilities in the Carolinas offer

the added flexibility of using low-cost off-peak energy to pump water that will

be stored for later generation use during times of
higher-cost on-peak periods

These facilities allow USFEG to maximize the value spreads between different

high- and low-cost generation periods

Recently Completed Generation Projects

During 2012 and 2011 USFEG completed construction of and placed

into service total of 3585 megawatts MW of new generation capacity

including Cliffside Unit and the Buck Dan River Lee and Smith combined

cycle natural gas facilities The total capital cost of this new generation capacity

was $4.8 billion

Generation Projects Currently Under Construction

The following information relates to generation projects currently
under

construction by USFEG

Edwardsport Integrated Gasification Combined Cycle IGCC Plant

Duke Energy Indiana has completed the construction and is conducting

testing of 618 MW Integrated Gasification Combined Cycle IGCC power plant

at its existing Edwardsport Generating Station in Knox County Indiana

On December 27 2012 the IURC approved the settlement agreement

finalized in
April 2012 between Duke Energy Indiana the Office of Utility

Consumer Counselor OUCC the Duke Energy Indiana Industrial Group

and Nucor Steel Indiana on the cost increase for the construction of the

Edwardsport IGCC plant The settlement agreement as approved caps costs to

be reflected in customer rates at $2595 billion including estimated allowance

for funds used during construction AFUDC through June 30 2012 DukeEnergy

Indiana was allowed to recover AFUDC after June 30 2012 until customer rates

are revised with such
recovery decreasing to 85% on AFUDC accrued after

November 30 2012

Duke Energy Indianas current cost estimate for the Edwardsport IGCC

plant is approximately $3154 billion excluding financing costs Through

December 31 2012 Duke Energy Indiana has recorded total pre-tax impairment

and other charges of $897 million related to the Edwardsport IGCC plant If cost

estimates for the
plant increase additional charges to expense which could be

material could occur The Edwardsport IGCC plant is expected to be in service

by mid-2013 See Note to the Consolidated Financial Statements Regulatory

Matters for further information

Sutton Combined Cycle Facility

Progress Energy Carolinas is in the process of
constructing an

approximately 625 MW natural gas-fired generating facility at its existing

L.V Sutton Steam Station Sutton in New Hanover County North Carolina The

Sutton project has an expected in-service date of December 2013 Based on

updated cost estimates total costs including AFUDC for the Sutton project is

estimated to be approximately $600 million

Potential New Construction

The
following information relates to major generation projects currently

being evaluated for construction by USFEG

Shearon Harris Nuclear Station Expansion

In 2006 Progress Energy Carolinas selected site at its existing

Shearon Harris Nuclear Station Harris to evaluate for possible future nuclear

expansion On February 19 2008 Progress Energy Carolinas filed its combined

Construction and Operating License COL application with the Nuclear

Regulatory Commission NRC for two Westinghouse Electric Advanced Passive

AP 1000 reactors at Harris which the NRC docketed on April 17 2008 No

petitions to intervene have been admitted in the Harris COL application

Levy Nuclear Station

On July 30 2008 Progress Energy Florida filed its COL application with

the NRC for two Westinghouse AP1000 reactors at its proposed Levy Nuclear

Station Levy which the NRC docketed on October 2008 Various parties

filed joint petition to intervene in the Levy COL application On October 31

2012 and November 2012 the Atomic Safety and
Licensing Board held

an evidentiary hearing on portions of the intervention petitions decision is

expected in March 2013 In 2008 the FPSC granted Progress Energy Floridas

petition for an affirmative Determination of Need and related orders
requesting

cost recovery under Floridas nuclear
cost-recovery rule for Levy together with

the associated facilities including transmission lines and substation facilities

On April 30 2012 as part
of its annual nuclear cost

recovery filing

Progress Energy Florida updated the Levy project schedule and cost Due to

lower-than-projected customer demand the lingering economic slowdown

uncertainty regarding potential carbon regulation and current low natural gas

prices Progress Energy Florida has shifted the in-service date for the first

Levy unit to 2024 with the second unit following 18 months later The revised

schedule is consistent with the recovery approach included in the 2012 FPSC

Settlement Agreement Although the scope and overnight cost for Levy including

land acquisition related transmission work and other required investments

remain essentially unchanged the shift in schedule will increase escalation and

carrying costs and raise the total estimated project cost to between $19 billion

and $24 billion

Along with the FPSCs annual prudence reviews Progress Energy Florida

will continue to evaluate the project on an ongoing basis based on certain

criteria including but not limited to cost potential carbon regulation fossil

fuel prices the benefits of fuel diversification public regulatory and political
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support adequate financial cost-recovery mechanisms appropriate
levels of

joint owner participation customer rate impacts project feasibility demand

side management DSM and energy efficiency EE programs and availability

and terms of capital financing Taking into account these criteria Levy is

considered to be Progress Energy Floridas preferred baseload generation

option

Under the terms of the 2012 FSPC Settlement Agreement Progress

Energy Florida began residential cost-recovery of its proposed Levy Nuclear

Station effective in the first billing cycle of January 2013 at the fixed rates

contained in the.ettlement and continuing for five-year period with true-up

of any actual costs not recovered during the five year period occurring in the

final year Progress Energy Florida will not file for
recovery

of any new Levy

costs that were not addressed in the 2012 FSPC Settlement Agreement before

March 12017 and will not begin recovering those costs from customers

before the first billing cycle of Januay 2018 unless otherwise agreed to by

the parties to the agreement This amount is intended to recover the estimated

retail project costs to date plus cost necessary to obtain the COL and any

engineering procurement and construction cancellation costs if Progress

Energy Florida ultimately chooses to cancel that contract In addition the

consumer parties will not oppose Progress Energy Florida continuing to pursue

COL for Levy The 2012 FSPC Settlement Agreement also provides that Progress

Energy Florida will treat the allocatei wholesale cost of Levy approximately

$68 million as retail regulatory asset and include this asset as component

of rate base and amortization expense for regulatory reporting Progress Energy

Florida will have the discretion to accelerate and/or suspend such amortization

in full or in part provided
that it amortizes all of the regulatory asset by

December 31 2016

Fuel Supply

William States Lee Ill Nuclear Station

In December 2007 Duke Energy Carolinas filed an application with

the NRC which has been docketed for review for combined COL for two

Westinghouse AP1000 reactors for the proposed William States Lee lU Nuclear

Station Lee Nuclear Station at site in Cherokee County South Carolina

Each reactor is capable of producing 1117 MW Submitting the COL application

does not commit Duke Energy Carolinas to build nuclear units Through several

separate orders the NCUC and PSCSC have concurred with the prudency of

Duke Energy incurring project development and pre-construction costs

Potential Plant Retirements

The Subsidiary Registrants periodically file Integrated Resource Plans IRP

with their state regulatory commissions The IRPs provide
view of forecasted

energy needs over long term 15-20 years and options being considered to

meet those needs The IRPs filed by the Subsidiary Registrants in 2012 and

2011 included planning assumptions to potentially
retire by 2015 certain coal-

fired generating
facilities in North Carolina South Carolina Indiana and Ohio

that do not have the requisite emission control equipment primarily to meet

Environmental Protection Agency EPA regulations that are not yet effective

Additionally management is considering the impact pending environmental

regulations might have on certain coal-fired generating facilities in Florida These

facilities total approximately 3954 MW at eight sites Duke Energy continues to

evaluate the potential need to retire these coal-fired generating facilities eartier

than the current estimated useful lives and plans to seek regulatory recovery

for amounts thai would not be otherwise recovered when any assets are retired

For additional information related to potential plant retirements see Note to the

Consolidated Financial Statements Regulatory Matters

Coal

USFEG meets its coal demand through portfolio
of long-term purchase

contracts and short-term spot market purchase agreements Large amounts of

coal are purchased under long-term contracts with mining operators who mine

both underground and at the surface USFEG uses spot-market purchases

to meet coal requirements not met by long-term contracts Expiration dates

for its long-term contracts which tave various price adjustment provisions

and market re-openers range from 2013 to 2018 for the Carolinas 2013 to

2016 for Florida and 2013 to 201 for Indiana USFEG expects
to renew

these contracts or enter into similar contracts with other suppliers for the

quantities and quality of coal required as existing contracts expire though

prices will fluctuate over time as coal markets change The coal purchased for

the Carolinas is primarily produced from mines in Central Appalachia Northern

Appalachia and the Illinois Basin The coal purchased for Florida is primarily

produced from mines in Central Appalachia and the Illinois Basin The coal

purchased for Indiana is primarily produced in Indiana and Illinois USFEG has

an adequate supply of coal under contract to fuel its projected 2013 operations

and significant portion of supply to fuel its projected
2014 operations Coal

inventory levels have increased during the past year
due to the impact of mild

winter weather and the economy on retail load and low notural gas prices which

are resulting in higher combined cycle gas-fired generation If these factors

continue for an extended period of time USFEG could have excess levels of

coal inventory

USFEC relies principally on coal natural gas and nuclear fuel for its generation
of electric energy The following table lists USFEGs sources of power and fuel

costs for the three years
ended December 31 2012

Generation by Source Cost of Delivered Fuel
per

Net

Percent Kilowatt-hour Generated Cents

2012 2011 2010 2012 2011 2010

Coal 46.2 60.0 61.5 3.55 3.17 3.04

Nuclear 36.4 37.6 36.3 0.62 0.55 0.52

Oil and gas1
16.6 1.4 0.9 4.03 5.89 6.17

All fuels cost-based on weighted average5
99.2 99.0 98./ 2.55 221 2.15

Hydroelectricio
0.8 1.0 1.3

Total generationt0
100.0 100.0 100.0

Statistics begin July 2012 for Progress Energy carolinas and Progress Energy Florida

hI Statistics related tn coal generation and all uels reflect 0SFEGs ownership interest in jointly owned generation
facilities

Ic Statistics related to nuclear generation and all fuels reflect USFEGs ownership interest in jointly owned generation facilities Cnstal liver Unit has been in an outoge since September 2009

Id Statistics related tn nil and gas generahen end alt fuels retlect USFEGs ownership interest in jointly owned generation facilities coot statistics include amnunts tsr light-oft fuel at USFEGs coal-fired statinnu aod cumbened

cycle Igas only

In Generating tigureu are net of output required to replenish pumped storage facilities during off-peak periods

If In addition U5FEG produced approeimately 10500 megawatt-hours IMWhI in solar generation tor 2012 and 5000 MWh in 2011 and 2010 no fuel costs are attributed to this generativo
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The current average sulfur content of coal purchased by USFEG is

between 1% and 2% for the Carolinas between 1% and 2% for Florida and

between 2% and 3% for Indiana JSFEGs scrubbers in combination with

the use of sulfur dioxide SO emission allowances enable USFEG to satisfy

current SO2 emission limitations for its existing facilities

Nuclear

The industrial processes for producing nuclear generating fuel generally

involve the mining and milling of uranium ore to produce uranium concentrates

the services to convert uranium concentrates to uranium hexafluoride the

services to enrich the uranium hexafluoride and the services to fabricate the

enriched uranium hexafluoride into usable fuel assemblies

USFEG has contracted for uranium materials and services to fuel its

nuclear reactors in the Carolinas and Florida Uranium concentrates conversion

services and enrichment services are primarily met through diversified

portfolio of long-term supply contracts The contracts are diversified by

supplie country of origin and pricing USFEG staggers its contracting so that

its portfolio of long-term contracts covers the majority of its fuel requirements

in the near-term and decreasing portions of its fuel requirements over time

thereafter Near-term requirements not met by long-term supply contracts

have been and are expected to be fulfilled with
spot

market purchases Due to

the technical complexities of changing suppliers of fuel fabrication services

USFEG generally sources these services to
single

domestic supplier on

plant-by-plant basis using multi-year contracts

USFEG has entered into fuel contracts that based on its current need

projections cover 100% of its uranium concentrates conversion services

and enrichment services requirements through at least 2013 and cover

fabrication services requirements for these plants through at least 2018 The

cost of termination of nuclear fuel procurement contracts that Progress Energy

Florida has related to Crystal River Unit are not expected to be material Fo

subsequent years portion of its fuel requirements are covered by long-

term contracts For future requirements not already
covered underlong-term

contracts USFEG 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

Gas

Oil and natural gas supply for USFEGs generation fleet is purchased

under term and spot contracts from various suppliers Duke Energy Carolinas

and Progress Energy Carolinas use derivative instruments to limit their

exposure to price fluctuations for natural gas Progress Energy Florida uses

derivative instruments to limit its exposure to price fluctuations for natural gas

fuel oil and surcharges embedded in coal transportation agreements IJSFEG

has dual-fuel generating facilities that can operatp
with both fuel oil and

natural gas The cost of USFEGs oil and natural gas is either at fixed price

or determined by market prices as reported in certain industry publications

USFEG believes that it has access to an adequate supply of oil and gas for

the reasonably foreseeable future USFEGs natural gas transportation for

its gas generation is purchased under term firm transportation contracts with

interstate and intrastate pipelines USFEG may also purchase additional

shorter-term transportation for its load requirements during peak periods Many

of the natural gas plants can be served by several supply zones and multiple

pipelines

Purchased Power

USFEG purchased approximately 19.8 million MWh 19.0 million

MWh and 18.3 million MWh of its system energy requirements during 2012

2011 and 2010 respectively
under purchase obligations and leases and

had 4500 MW of firm purchased capacity under contract during 2012 These

amounts include MWh for Progress Energy Carolinas and Progress Energy

Florida for all periods presented These agreements include approximately

682 MW of firm capacity under contract by Progress Energy Florida with certain

QFs USFEG may need to acquire additional purchased power capacity
in the

future to accommodate portion of its system load needs USFEG believes

that it can obtain adequate purchased power to meet these needs Howeve

ilundg periods
of high demand the price and availability of purchased power

may be significantly affected

Gas for Retail Distribution

USFEG is responsible for the purchase and the subsequent delivery of

natural gas to native load customers in its Ohio and Kentucky service territories

USFEGs 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 through October through

combination of firm supply and transportation capacity along with
spot supply

and interruptible transportation capacity This strategy allows USFEG to assure

reliable natural gas supply for its high priority non-curtailable firm customers

during peak winter conditions and provides USFEG the flexibility to reduce its

contract commitments if firm customers choose alternate gas suppliers under

USFEG customer choice/gas transportation programs In 2012 firm supply

purchase commitment agreements provided approximately 100% of the natural

gas supply These firm supply agreements feature two levels of gas supply

specifically base load which is continuous supply to meet normal demand

requirements and ii swing load which is gas available on daily basis to

accommodate changes in demand due primarily to changing weather conditions

USFEG also owns two underground caverns with total storage capacity

of 16 miHion gallons of liquid propane In addition USFEG has access to

5.5 million gallons of liquid propane storage and product loan through

commercial services agreement with third party This liquid propane is used

in the three propane/air peak shaving plants located in Ohio and Kentucky

Propane/air peak shaving plants vaporize the propane and mix it with natural

gas to supplement the natural gas supply during peak demand periods

Duke Energy Ohio maintains natural gas procurement-price volatility

mitigation programs.These programs pre-arrange percentages of Duke Energy

Ohios seasonal gas requirements Duke Energy Ohio uses primarily fixed-price

forward contracts and contracts with ceiling and floor on the price As of

December 31 2012 Duke Energy Ohio had locked in pricing for 22% of its

remaining estimated winter 2012/2013 system load requirements

Inventory

Generation of electricity is capital-intensive USFEG must maintain an

adequate stock of fuel materials and supplies in order to ensure continuous

operation of generating facilities and reliabledelivery to customers As of

December 31 2012 the inventory balance for USFEG was $2987 million

See Note ito the Consolidated Financial Statements Summary of Significant

Accounting Policies for additional information

Nuclear Insurance and Decommissioning

USFEG owns wholly or partially 12 nuclear reactors located at seven

stations Nuclear insurance includes nuclear liability coverage property

decontamination and premature decommissioning coverage and replacement

power expense coverage The other joint owners of the jointly owned nuclear

reactors reimburse USFEG for certain expenses associated with nuclear

insurance
per

the joint owner agreements The Price-Anderson Act
requires

nuclear plant owners to provide for public nuclear liability claims resulting

from nuclear incidents to the maximum total financial protection liability which

currently is $12.6 billion See Note to the Consolidated Financial Statements

Commitments and Contingencies Nuclear Insurance for more information

USIEG has significant future financial commitment to dispose of

spent nuclear fuel and decommission and decontaminate each plant safely The

NCUC FPSC and the PSCSC require USFEG regulated utilities to update their

cost estimates for decommissioning their nuclear
plants every five years
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Duke Energy Carolinas most recent site-specific nuclear

decommissioning cost studies were completed in 2009 and showed total

estimated nuclear decommissioning costs including the cost to decommission

plant components not subject to radioactive contamination of $3 billion in 2008

dollars This estimate includes Duke Energy Carolinas ownership interest in

the jointly owned nuclear reactors The other joint owners of the jointly
owned

nuclear reactors are responsible for decommissioning costs related to their

ownership interests in the station he balance of Duke Energy Carolinas

external Nuclear Decommissioning Trust Funds NIYTF wax $2354 million as of

December 31 2012 and $2060 million as of December 31 2011

Progress Energy Carolinas most recent site-specific nuclear

decommissioning cost studies were completed in 2009 and showed total

estimated nuclear decommissioning costs including the cost to decommission

plant components not subject to radioactive contamination of $3.0 billion in

2009 dollars This estimate includes Progress Energy Carolinas ownership

interest in the jointly owned nuclear reactors The other joint owners of the

jointly
owned nuclear reactors are responsible for decommissioning costs

related to their ownership interests in the station The balance of Progress

Energy Carolinas external NDTF was $1259 million as of December 31 2012

and $1088 million as of December 31 2011

Progress Energy Floridas most recent site-specific
nuclear

decommissioning cost studies were completed in 2008 In the Progress

Energy Florida 2009 rate case the FPSC deferred review of the 2008 nuclear

decommissioning study until 2010 While Progress Energy Florida was

not required to prepare new site-specific nuclear decommissioning cost

study it was required to update its 2008 study by incorporating the most

currently-available escalation rates This update was filed with the FPSC

in December 2010 The FPSC appreved this study on April 30 2012 and

showed total estimated nuclear decommissioning costs based on prompt

dismantlement at the end of Crystal River Unit 3s useful life including the cost

to decommission plant componentx not subject to radioactive contamination of

$751 million in 2008 dollars This estimate includes Progress Energy Floridas

ownership interest in the jointly owned nuclear reactor The other joint owners

of the jointly owned nuclear reactor are responsible for decommissioning

costs related to their ownership interests in the station With the decision in

early 2013 to retire Crystal River Unit as discussed below it is anticipated

that delayed dismantlement apprDach to decommissioning referred to as

SAFSTOR will be submitted to the NRC for approval This decommissioning

approach is currently utilized at number of retired domestic nuclear power

plants and is one of three generally accepted approaches to decommissioning

required by the NRC Once an updated site specific decommissioning study is

completed it will be filed with the PSC As part of the evaluation of repairing

Crystal River Unit initial estimates of the cost to decommission the plant

under the SAFSTOR option were developed including components not subject to

radioactive contamination of $989 million in 2011 dollars The balance of the

external NDTF was $629 million as of December 31 2012 and $559 million as

ofDecember3l2011

The NCUC FPSC and the PSCSC have allowed USFEGs regulated

utilities to recover estimated deconimissioning costs through retail rates over

the expected remaining service per.ods of their nuclear stations USFEG

believes that the decommissioning costs being recovered through rates when

coupled with the existing fund balaice and expected fund earnings will be

sufficient to provide for the cost of future decommissioning See Note to the

Consolidated Financial Statements Asset Retirement Obligations for more

information

The Nuclear Waste Policy Act of 1982 as amended provides the

framework for development by the federal government of interim storage and

permanent disposal facilities for high-level radioactive waste materials The

Nuclear Waste Policy Act of 1982 promotes increased usage of interim storage

of spent nuclear fuel at existing nuclear plants USFEG will continue to

maximize the use of spent fuel storage capability within its own facilities for as

long as feasible

Under federal law the U.S Department of Energy DOE is responsible for

the selection and construction of facility for the permanent disposal of spent

nuclear fuel and high-level radioactive waste Progress Energy Carolinas and

Progress Energy Florida have contracts with the DOE for the future storage and

disposal of our spent nuclear fuel Delays have occurred in the DOEs proposed

permanent repository to be located at Yucca Mountain Nevada See Note to

the Consolidated Financial Statements Commitments and Contingencies for

information about complaints filed by Progress Energy Carolinas and Progress

Energy Florida in the United States Court of Federal Claims against the DOE for

its failure to fulfill its contractual obligation to receive spent fuel from nuclear

plants Failure to open Yucca Mountain or another facility would leave the DOE

open to further claims
by

utilities

Until the DOE begins to accept the spent nuclear fuel Progress Energy

Carolinas and Progress Energy Florida will continue to safely manage their spent

nuclear fuel With certain modifications and additional approvals by the NRC

including the installation and/or expansion of on-site dry cask storage facilities

at Robinson Nuclear Station Robinson Brunswick Nuclear Station Brunswick

and Crystal River Unit the Progress Energy Carolinas and Progress Energy

Floridas spent nuclear fuel storage facilities will be sufficient to provide

storage space for spent fuel generated by their respective systems through the

expiration of the operating licenses including any license renewals for their

nuclear generating units Harris has sufficient storage capacity in its spent fuel

pools through the expiration of its renewed operating license

Regulation

State

The NCUC the PSCSC the FPSC the PUCO the IURC and the KPSC

collectively the state utility commissions approve rates for retail electric

service within their respective states In addition the PUCO and the KPSC

approve rates for retail gas distribution service within their respective states

The state utility commissions except for the PUCO also have authority over

the construction and operation of USFEGs generating facilities Certificates

of Public Convenience and Necessity CPCN issued by the state utility

commissions as applicable authorize USFEG to construct and operate its

electric facilities and to sell electricity to retail and wholesale customers Prior

approval from the relevant state utility commission is required for USFEGs

regulated operating companies to issue securities The underlying concept

of utility ratemaking is to set rates at level that allows the utility to collect

revenues equal to its cost of
providing

service plus earn reasonable rate of

return on its invested capital including equity

Each of the state utility commissions allows
recovery

of certain costs

through various cost-recovery clauses to the extent the respective commission

determines in periodic hearings that such costs including any past over or under-

recovered costs are prudent The clauses are in addition to approved base rates

USFEGs regulated utilities generally do not earn return on the recovery of

eligible operating expenses under such clauses however in certain jurisdictions

they may earn return on under-recovered costs Additionally the commissions

may authorize return for specified investments for energy efficiency and

conservation capacity costs environmental compliance and utility plant

Fuel fuel-related costs and certain purchased power costs are eligible
for

recovery by USFEGs regulated utilities USFEG uses coal oil hydroelectric

natural gas and nuclear power to generate electricity thereby maintaining

diverse fuel mix that helps mitigate the impact of cost increases in any one

fuel Due to the associated regulatory treatment and the method allowed for

recovery changes in fuel costs from year to year have no material impact on

operating results of USFEG unless commission finds portion of such costs

to have been imprudent However delays between the expenditure for fuel costs

and
recovery

from ratepayers can adversely impact the timing of cash flow of

USFEG Progress Energy Florida is obligated to notify the FPSC and permitted

to file for midcourse change to the fuel factor between annual fuel hearings in

the event its estimated over- or under-recovery of fuel costs meets or exceeds

threshold of ten
percent

of estimated total retail fuel revenues and accordingly

has the ability to mitigate the cash flow Impacts due to the timing of recovery of

fuel and purchased power costs
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The following is summary of pending retail base rate case proceedings

for each of USFEGs regulated utilities

Duke Energy Carolinas 2013 North Carolina Rate Case

On February 2013 Duke Energy Carolinas filed an application with the

NCUC for an increase in base rates of approximately $446 million or an average

9.7% increase in revenues The request for increase is based upon an 11.25%

return on equity and capital
structure of 53% equity and 47% long-term

debt The rate increase is designed primarily to recover the cost of plant

modernization environmental compliance and the capital additions

Duke Energy Carolinas expects revised rates if approved to go into effect

late third quarter of 2013

Progress Energy Carolinas 2012 North Carolina Rate Case

On October 12 2012 Progress Energy Carolinas filed an application with

the NCUC for an increase in base rates of approximately $387 million or an

average 12% increase in revenues The request for increase is based upon

an 11.25% return on equity and capital structure of 55% equity
and 45%

long-term debt The rate increase is designed primarily to recover the cost of

plant modernization and other capital investments in generation transmission

and distribution systems as well as increased expenditures for nuclear plants

and personnel vegetation management and other operating costs The rate

case includes corresponding decrease in Progress Energy Carolinas energy

efficiency and demand side management rider resulting in net requested

increase of $359 million 0111% increase in retail revenues

On February 25 2013 the North Carolina Public Staff filed with the

NCUC Notice of Settlement in Principle Settlement Notice Pursuant to the

Settlement Notice between Progress Energy Carolinas and the Public Staff

the parties
have agreed to two year step-in to total agreed upon net rate

increase with the first
year providing for $151 million or 4.7% average

increase in rates and the second year providing
for rates to be increased by

an additional $31 million or 1.0% average increase in rates This second year

increase is result of Progress Energy Carolinas agreeing to delay collection of

financing costs on the construction work in
progress

for the Sutton combined

cycle natural gas plant for one year The Settlement Notice is based upon

return on equity of 10.2% and 53% equity component of the capital structure

Once filed the actual settlement agreement will be subject to approval by

the NCUC Progress Energy Carolinas expects revised rates if approved to
go

into effect June 12013

Duke Energy Ohio 2012 Electric Rate Case

On July 2012 Duke Energy Ohio filed an application with the PUCO

for an increase in electric distribution rates of approximately $87 million On

average total electric rates would increase approximately 5.1% under the filing

The rate increase is designed to recover the cost of investments in projects

to improve reliability for customers and upgrades to the distribution system

Pursuant to stipulation in another case Duke Energy Ohio will continue

recovering its costs associated with grid modernization in separate rider

Duke Energy Ohio expects revised rates if approved to go into effect in

the first half of 2013

Duke Energy Ohio 2012 Natural Gas Rate Case

On July 2012 Duke Energy Ohio filed an application with the PUCO

for an increase in natural gas distribution rates of approximately $45 million

On average total natural gas rates would increase approximately 6.6% under

the filing The rate increase is designed to recover the cost of upgrades to

the distribution system as well as environmental cleanup of manufactured

gas plant sites In addition to the recovery of costs associated with the

manufactured gas plants the rate
request

includes proposal for an

accelerated service line replacement program and new rider to recover the

associated incremental cost The filing also requests that the PUCO renew the

rider
recovery

of Duke Energy Ohios accelerated main replacement program arid

grid modernization program

On January 42013 the PUCO Staff filed staff report recommending that

Duke Energy Ohio only be allowed to recover costs related to manufactured gas

plant MGP sites which are currently used and useful iii the provision of natural

gas distribution service Duke Energy Ohio filed its objection to the staff report

on February 2013

Duke Energy Ohio expects revised rates if approved to go into effect in

the first half of 2013

The following is summary of recently resolved or settled retail base rate

case proceedings for each of USFEGs regulated utilities

Progress Energy Florida 2012 FPSC Settlement

On February 22 2012 the FPSC approved comprehensive settlement

agreement among Progress Energy Florida the Florida Office of Public Counsel

and other consumer advocates The 2012 FPSC Settlement Agreement will

continue through the last billing cycle of December 2016 The agreement

addresses three principal matters Progress Energy Floridas proposed Levy

Nuclear Project cost recovery ii the Crystal River Unit delamination prudence

review then pending before the FPSC and iii certain customer rate matters See

Note to the Consolidated Financial Statements Regulatory Matters Rate

Related Information for additional provisions
of the 2012 settlement agreement

Duke Energy Carolinas 2011 North Carolina Rate Case

On January 27 2012 the NCUC approved settlement agreement

between Duke Energy Carolinas and the North Carolina Utilities Public Staff

Public Staff The terms of the agreement include an average 7.2% increase id

retail revenues or approximately $309 million annually beginning in February

2012 The agreement includes 10.5% return on equity and capital structure

of 53% equity and 47% long-term debt

On March 28 2012 the North Carolina Attorney General filed notice of

appeal withthe NCUC challenging the rate of return approved in the agreement

On
April 17 2012 the NCUC denied Duke Energy Carolinas request to dismiss

the notice of appeal Briefs were filed on August 22 2012 by the North Carolina

Attorney General and the American Association of Retired Persons AARP with

theNorth Carolina Supreme Court which is hearing the appeal Duke Energy

Carolinas filed motion to dismiss the appeal on August 31 2012 and the North

Carolina Attorney General filed response to that motion on September 13 2012

Briefs by the appellees Duke Energy Carolinas and the Public Staff were filed

on September21 2012 The North Carolina Supreme Court denied Duke Energy

Carolinas motion to dismiss on procedural grounds and set the matter for oral

arguments onNovember 13 2012 Duke Energy Carolinas is awaiting an order

Duke Energy Carolinas 2011 South Carolina Rate Case

On January 25 2012 the PSCSC approved settlement agreement

between Duke Energy Carolinas and the ORS Wal-Mart Stores East LF and

Sams East Inc The Commission of Public Works for the city of Spartanburg

South Carolina and the Spartanburg Sanitary Sewer District were not parties

to the agreement however they did not object to the agreement The terms of

the agreement include an average 5.98% increase in retail and commercial

revenues or approximately $93 million annually beginning February 2012

The agreement includes 10.5% return on equity capital structure of 53%

equity and 47% long-term debt

Duke Energy Ohio Standard Service Offer SSO

The PUCO approved Duke Energy Ohios current Electric Security Plan ESP

on November 22 2011 The ESP effectively separates the generation of electricity

from Duke Energy Ohios retail load obligation and requires Duke Energy Ohio to

transfer its generation assets to nonmgulated affiliate on or before December 31

2014 The ESP includes competitive
auctions for

electricity supply whereby the

energy price is recovered from retail customers As result Duke Energy Ohio now
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earns retail margin on the transmission and distribution of electricity only and not

on the cost of the underlying energy New rates for Duke Energy Ohio went into

effect for SSO customers on January 2012 The ESP also includes provision

for non-bypassable stability charge of $110 million per year to be collected from

January 2012 through December 3.1 2014

On January 18 2012 the PUCO denied request for rehearing of its

decision on Duke Energy Ohios ESP filed by
Columbus Southern Power and Ohio

Power Company

For more information on rate matters see Note to the Consolidated

Financial Statements Regulatory Matters Rate Related Information

Federal

The FERC approves USFEGs cost-based rates for electric sales

to certain wholesale customers as well as sales of transmission service

Regulations of FERC and the state utility commissions govern access to

regulated electric and gas customers and other data by nonregulÆted entities

and services provided between regulated
and nonregulated energy affiliates

These regulations affect the activities of nonregulated affiliates with USFEG

Regional Transmission Organizations RTO

PIM Interconnection LLC PJM and Midwest Independent Transmission

System Operator Inc MISO are the Independent System Operators ISO

and the FERC-approved RTOs for the regions in which Duke Energy Ohio and

Duke Energy Indiana operate PJM is the transmission provider unde and the

administrator of the PJM Open Acce Transmission Tariff PJM Tariff operates

the PJM energy capacity and other markets and through central dispatch

controls the day-to-day operations of the bulk power system for the PJM region

MISO is the transmission provider urtde and the administrator of the MISO

Open Access Transmission Tariff MISO Tariff operates
the MISO energy

capacity and other markets and through central dispatch controls the

day-to-day operations of the bulk power system for the MISO region Duke

Energy Ohio is member of PJM and provides regional transmission service

pursuant to the PJM Tariff Duke Energy Ohio and the other transmission owners

in PJM have turned over control of their transmission facilities to PJM and their

transmission systems are currently under the dispatch control of PJM thidºr the

PJM Tariff transmission service is provided on region-wide open-access basis

using the transmission facilities of the PJM members at rates based on the costs

of transmission service Duke Energy Indiana is member of MISO and provides

regional transmission serv.ice pursuant to the MISO Tariff Duke Energy Indiana

and the other transmission owners in MISO have turned over control of their

transmission facilities to MISO and their transmission systems are currently

under the dispatch control of MISO Under the MISO Tariff transmission service

is provided on region-wide open-access basis using
the transmission facilities

of the MISO members at rates baseu on the costs of transmission service

Prior to January 2012 Duke Energy Ohio was member of MISO See

Note to the Consolidated Financial Statements Regulatory Matters for additional

information related to Duke Energy Ohios RTO realignment from MISO to PJM

Other

Nuclear Matters

The nuclear power industry faces uncertainties with respect to the cost

and long-term availability of disposal sites for spent nuclear fuel and other

radioactive waste compliance with changing regulatory requirements capital

outlays for modifications and new plant construction the technological and

financial aspects of decommissioning plants at the end of their licensed lives

and requirements relating to nuclear insurance Nuclear units are periodically

removed from service to accommodate normal refueling and maintenance

outages repairs uprates and certaii other modifications

USFEG 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 and and through 2034 for Unit In 2003

the NRC renewed the operating licenses for all units at Duke Energy Carolinas

McGuire Nuclear Station McGuire and Catawba Nuclear Station Catawba

The two McGuire units are licensed through 2041 and 2043 respectively

while the two Catawba units are licensed through 2043 The NRC has renewed

the operating
licenses for all of Progress Energy Carolinas nuclear plants

The renewed operating licenses for Brunswick Unit and Unit Harris and

Robinson expire in 2036 2034 2046 and 2030 respectively

The NRC issues orders with regard to security at nuclear plants in

response to new or emerging threats The most recentorders include additional

restrictions on nuclear plant access increased security measures at nuclear

facilities and closer coordination with our partners in intelligence thiUtary law

enforcement and emergency response at the federal state and local levels

USFEG is in compliance with the requirements outlined in the orders through

the use of additional secority measures until permahent construction
projects

are completed in 2013 As the NRC other governmental entities and the

industry continue to consider security issues it is possible that more extensive

security plans could be required

Crystal River Unit

In September 2009 Crystal River Unit began an outage for normal

refueling and maintenance as well asan
uprate project to increase its generating

capability and to replace two steam generators Ouring preparations to replace

the steam generators workers discovered delamination or separation within

the concrete at the periphery of the containment building which resulted in

an extension of the outaite After analysis it was determined that the concrete

delamination at
Crystal

River Unit was caused by redistribution of stresses in the

containment wall that occurred when an opening was created to accommbdate

the replacement of the units steam generators In March 2011 the work to return

the plant to service was suspended after monitoring equipment identified new

delamination that occurred in different section of the outer wall after the repair

work was completed and during the late stages of retensioning the containment

building Crystal River Unit has remained out of service while Progress Energy

Florida conducted an engineering analysis and review of the new delaminatioP and

evaluated possible repair options

Subsequent to March 2011 monitoring equipment has detected additional

changes and further damage in the partially tensioned containment building and

additional cracking or delaminations could occur

Progress Energy Florida developed repair plan which would entail

systematically removing and replacing concrete in substantial portions of

the containment structure walls which had preliminary cost estimate of

$900 million to $1.3 billion

In March 2012 Duke Energy commissioned an independent review

team led
by Zapata lncoporated Zapata to review and assess the Progress

Energy Florida Crystal River Unit repair plan including the repair scope

risks costs and schedule In its final report in late September Zapata found

that the proposed repair scope appears to be technically feasible but there

were significant risks that need to be addressed regarding the approach

construction methodology scheduling and licensing Lapata performed four

separate analyses of the estimated project cost and schedule to repair Crystal

River Unit including an independent review of the proposed repair scope

without existing assumptions or data of which Zapata estimated costs of

$1.49 billion with project dqration of 35 months ii review of Progress

Energy Floridas previous bid information which included cost estimate data

from Progress Energy Florida of which Zapata estimated costs of $1.55 billion

with project duration of 31 months iii an expanded scope of work scenario

that included the Progress Energy Florida scope plus the replacement of the

containment building dome and the removal and replacement of concrete in

the lower building elevations of which Zapata estimated costs of approximately

$2.44 billion with project duration of 60 months and iv worst case

scenario assuming Progress Energy Florida performed the more limited scope

of work and at the conclusion of that work additional damage occurred in

the dome and in the lower elevations which forced replacement of each

of which Zapata estimated costs of $3.43 billion with project duration
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of 96 months The principal difference between Zapatas estimate and Progress

Energy Floridas previous estimate appears to be due to the respective levels

of contingencies included by each party including higher project risk and

longer project duration
Progress Energy Florida has filed copy of the Zapata

report with the FPSC and with the NRC The FPSC held status conference on

October 30 2012 to discuss Duke Energys analysis of the Zapata report

On February 2013 following the completion of comprehensive

analysis Duke Energy announced its intention to retire Crystal River Unit

Duke Energy concluded that it dd not have high degree of confidence

that repair could be successfully completed and licensed within estimated

costs and schedule and that it was in the best interests of
Progress Energy

Floridas customers and joint owners and Duke Energys investors to retire

the unit Progress Energy Florida developed initial estimates of the cost to

decommission the plant during its analysis of whether to repair or retire

Crystal River Unit With the final decision to retire Progress Energy Florida is

working to develop comprehensive decommissioning plan which willevaluate

various decommissioning options and costs associated with each option The

plan will determine resource needs as well as the scope schedule and other

elements of decommissioning Progress Energy Florida intends to use safe

storage SAFSTOR option for decommissioning Generally SAFSTOR involves

placing the facility into safe storage configuration requiring limited staffing to

monitor plant conditions until the eventual dismantling and decontamination

activities occur usually in 40 to 60 years This decommissioning approach is

currently utilized at number of retired domestic nuclear power plants and is

one of three generally accepted approaches to decommissioning required by

the NRC Once.an updated site specific decommissioning study is completed

it will be filed with the FPSC As part of the evaluation of repairing Crystal

River Unit initial estimates of the cost to decommission the plant under the

SAFSTOR option were developed.which resulted in an estimate in 2011 dollars

of $989 million See Note for additional information Additional specifics about

the decommissioning plan are being developed

Progress Energy Florida maintains insurance coverage against

incremental costs of replacement power resulting from
prolonged accidental

outages at Crystal River Unit through NEIL NEIL provides insurance coverage

for
repair costs for covered events as well as the cost of replacement power of

up to $490 million
per

event when the unit is out of service as result of these

events Actual replacement power costs have exceeded the insurance coverage

Progress Energy Florida also maintains insurance coverage through NEILs

accidental
property damage program which provides insurance coverage up to

$2.25 billion with $10 million deductible
per

claim

Throughout the duration of the Crystal River Unit outage Progress

Energy Florida worked with NEIL for recovery of applicable repair costs and

associated replacement power costs NEIL has made payments on the first

delamination howeve NEIL has withheld payment of approximately $70 million

of replacement power cost claims and repair cost claims related to the first

delamination event NEIL had not provided written coverage decision for either

delamination and no payments were made on the second delamination and no

replacement power reimbursements were made by NEIL since May 2011 These

considerations led Progress Energy Florida to conclude in the second quartet of

2012 that it was not probable that NEIL would voluntarily pay the full coverage

amounts that Progress Energy Florida believes them to owe under the applicable

insurance policies Consistent with the terms and procedures underthe

insurance coverage with NEIL Progress Energy Florida agreed to non-binding

mediation
prior to commencing any formal dispute resolution On February

2013 Progress Energy Florida announced it and NEIL had accepted the

mediators
proposal whereby NEIL will pay Progress Energy Florida an additional

$530 million Along with the $305 million which NEIL
previously paid Progress

Energy Florida will receive total of $835 million in insurance proceeds

As result of the 2012 FPSC Settlement Agreement Progress Energy

Florida will be permitted to recover prudently incurred fuel and purchased

power costs through its fuel clause without regard for the absence of Crystal

River Unit for the
period from the beginning of the Crystal River Unit outage

through December 31 2016

In accordance with the terms of the 2012 FPSC Settlement Agreement

with consumer representatives and approved by the FPSC Progress

Energy Florida retained the sole discretion to retire Crystal River Unit

Pmgress EnergyFlorida expects that the FPSC will review the prudence of

the retirement decision in Phase of the Crystal River Llnit delamination

regulatory docket Progress Energy Florida has also asked the FPSC to review

the mediated resolution of insurance claims with NEIL as part of Phase of

thi
regulatory docket Phase and Phase hearings have been tentatively

scheduled to begin on June 19 2013

Progress Energy Florida did not begin the
repair of Crystal River Unit

prior to December 31 2012 Consistent with the 2012 FPSC Settlement

Agreement regarding the timing of commencement of repairs Progress Energy

Florida recorded
Regulatory liability of $100 million in the third quarter of 2012

related to replacement power obligations This amount is included within fuel

used in electric generation and purchased pÆwer in Progress Energy Floridas

and Progress Energys Statements of Operations and Comprehensive Income

for the year ended December 31 2012 Progress Energy Florida will refund this

replacement power liability on
pro

rata basis based on the in-service date of

up to $40 million in 2015 and $60million in 2016 This amount is reflected as

part of the purchase price allocation of the merger with Progress Energy in Duke

Energys Consolidated Financial Statements

Progress Energy Florida also retained sole discretion to retire the unit

without challenge from the parties to the agreement As result Progress

Energy Florida will be allowed to recover all remaining Crystal River Unit

investments and to earn return on the Crystal River Unit investments set

at its current àuthozed overall cost of capital adjusted to reflect return on

equity set at 70 percent of the current FPSC authorized return on equity no

earlier than the first billing cycle of January 2017

In conjunction with the decision to retire
Crystal River Unit

Progress

Energy Florida redassified all Crystal River Unit investments including

property plant and equipment nuclear fuel inventory and deferred assets to

regulatory asset account At December 31 2012 Progress Energy Florida had

$1637 million of net investment in Crystal River Unit recorded in Regulatory

assets on its Consolidated Balance Sheets Progress Energy Florida recorded

$192 million of impairment and other charges related to the wholesale
portion

of
Crystal River Unit investments which are notcovered by the 2012 FSPC

Settlement Agreement and other provisions The significant majority of this

amount is recorded in Impairment charges on Progress Energy Floridas and

Progress Energys Consolidated Statements of Operations and Comprehensive

Income for the year ended December 31 2012 This amount is reflected as part

of the purchase price allocation of the merger with Progress Energy in Duke

Energys Consolidated Financial Statements

In accordance with the 2012 FPSC Settlement Agreement NEIL proceeds

received allocable to retail customers will be applied first to replacement

power costs incurred after December 31 2012 through December 31 2016
with the remainder used to write down the remaining Crystal River Unit

investments

Progress Energy Florida believes the decision to retire Crystal River Unit

the actions taken and costs incurred in respodse to the Crystal River Unit

delaminatiOn have been prudent and accordingly considers replacement pàwer

and
capital costs not recoverable through insurance to be recoverable through

its fuel cost-recovery clause or base rates Additional replacement power costs

and exit cost to wind down the operations at the plant and decommission

Crystal River Unit could be materidl Retiremet of the
plant could impact

funding obligations associated with Progress Energy Floridas nuclear

decommissioning trust fund

Progress Energy Florida is party to master participation agreement

and other related agreements with the joint owners of Crystal River Unit which

convey certain
rights and obligations on Progress Energy Florida and the joint

owners In December 2012 Progress Energy Florida reached an agreement with

one group of joint owners related to all Crystal River Unit matters

Progress Energy Florida cannot predict the outcome of matters

described above
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Hydroelectric Generating Facilities

All but one of USFEGs hydroelectric generating
facilities are licensed

by th FERC under Part of the Federal Power Act The FERC has jurisdiction
to

issue new hydroelectric operating licenses when the existing license expires The

13 hydroelectric
stations of the Catawba-Wateree Project are in the late stages

of the FERC relicensing process These stations continue to operate
under

annual extensions of the current FERC license which expired in 2008 until the

FERC issues new license which is currently projected to be issued by mid

2013 Relicensing is now under way for two hydroelectric stations comprising

the Keowee-Toxaway Project
The current Keowee-Toxaway Project license does

not expire until 2016 and the project will continue to operate
under the current

license until the new license is issued The Bad Creek Project license will expire

in 2028 the Gaston Shoals Project
and Ninety Nine Islands Project licenses will

expire in 2036 and the Queens Creek Project which will expire in 2023 All other

hydroelectric stations are operating under current operating licenses including

ten hydroelectric stations in the East Fork West Fork Nantahala Bryson

Mission Franklin projects and the Markland Project in Indiana for which

new licenses were issued in 2010 thrcugh 2012 Duke Energy requested and

the FERC approved license surrender for the Dillsboro project
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

FERCs license surrender order

Progress Energy Carolinas has three hydroelectric generating plants

licensed by the FERC Walters Tillery
and Blewett Progress Energy Carolinas

also owns the Marshall Plant which has license exemption The total summer

generating capacity for all four units is 225 MW Progress Energy Carolinas

submitted an application to relicense its Tillery and Blewett plants
for 50 years

and anticipates
decision by the FERC in 2013 The Walters Plant license will

expire in 2034

Other Matters

USFEG is subject to the jurisdiction of the U.S Environmental Protection

Agency EPA and state and local environmental agencies For discussion of

environmental regulation see Environmental Matters in this section

See Other Issues section of Managements Discussion and Analysis of

Financial Condition and Results of Operations for discussion about potential

Global Climate Change legislation and other EPA regulations under development

and the potential impacts such legislation and regulation could have on Duke

Energys operations

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 Powers generation operations excluding renewable

energy generation assets consist primarily
of coal-fired and gas-fired

nonregulated generation assets which are dispatched into wholesale markets

These assets are comprised of 6825 net MW of power generation primarily

located in the Midwestern U.S The asset portfolio has diversified fuel mix with

baseload and mid-merit coal-fired units as well as combined cycle and peaking

natural gas-fired units The coal-fired generation
assets were dedicated under

the Duke Energy Ohio Electric Securiti Plan ESP through December 31 2011

As discussed in the USFEG section above the new ESP effectively separates

the generation of electricity
from Duke Energy Ohios retail load obligation as of

January 2012 As result As result the energy from Duke Energy Ohios

coal-fired generation assets no longer serve retail load customers or receive

negotiated pricing under the ESP Effective January 2012 Duke Energy Ohio

completed its Regional Transmission Organization RTO realignment to PJM and

operates as Fixed Resource Requirement FRR entity through May 31 2015

As an ERR entity
Duke Energy Ohio is obligated to self supply capacity for

the Duke Energy Ohio load zone The generation assets began selling all of

their electricity into wholesale markets in January 2012 and currently receive

wholesale energy margins and capacity revenues from PJM at market rates

Commercial Power has economically hedged its forecasted coal-firedgeneration

and significant portion
of its forecasted gas-fired generation for 2013

Capacity revenues are 100% contracted in PJM through May 2016

For information on Commercial Powers generation facilities see

Commercial Power in Item Properties

Commercial Power also has retail sales subsidiary
Duke Energy Retail

Sales LIC Duke Energy Retail which is certified by the PUCO as Competitive

Retail Electric Supplier CRES provider in Ohio Duke Energy Retail serves retail

electric and gas customers in southwest west central and northern Ohio with

energy and other energy services at competitive rates

Through Duke Energy Generation Services Inc DEGS Commercial

Power engages in the development construction and operation of renewable

energy projects
In addition DEGS develops commercial transmission projects

Currently DEGS has approximately 1269 net MW of renewable generating

capacity in operation as of December 31 2012

Rates and Regulation

Duke Energy Ohio Capacity Rider Filing

On August 29 2012 Duke Energy Ohio filed an application with the

PUCO for the establishment of charge pursuant to Ohios state compensation

mechanism for capacity provided consistent with its obligations as an ERR

entity The application
included request for deferral authority and for new

tariff to implement the charge The deferral beingsought is the difference

between its costs and market-based prices for capacity The requested

tariff would implement charge to be collected via rider through which

such deferred balances will subsequently be recovered 24 parties
moved to

intervene Hearings have been set for April 2013 Duke Energy Ohio expects

an order in 2013

Other Matters

As discussed in the USFEG section above the PUCO approved Duke

Energy Ohios new ESP in November 2011 In November 2011 as result

of changes resulting from the PUCOs approval of the new ES Commercial

Power ceased applying regulatory accounting treatment to its Ohio operations

Currently no portion of Commercial Power applies regulatory accounting

Commercial Powers Ohio retail load operations rates were subject to

approval by the PUCO through December 2011 and thus these operations

through December 31 2011 are referred to herein as Commercial Powers

regulated operations

For more information on rate matters see Note to the Consolidated

Financial Statqments Regulatory Matters Rate Related Information

Commercial Power is subject to regulation at the federal level primarily

from the FERC Regulations of the FERC govern access to regulated electric

customer and other data by nonregulated entities and services provided

between regulated
and nonregulated energy affiliates These regulations affect

the activities of Commercial Power

Commercial Power is subject to the jurisdiction of the EPA and state and

local environmental agencies For discussion of environmental regulation see

Environmental Matters in this section

See Other Issues section of Managements Discussion and Analysis of

Financial Condition and Results of Operations for discussion about potential

Global Climate Change legislation and the potential impacts such legislation

could have on Duke Energys operations

Market Environment and Competition

Commercial Power competes for wholesale contracts for the purchase and

sale of electricity coal natural gas and emission allowances The market price
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of commodities and services along with the quality and reliability of services

provided drive competition in the energy marketing business Commercial

Powers main competitors include other nonregulated generators
in the

Midwestern U.S wholesale power providers coal and natural gas suppliers

and renewable energy

Fuel Supply

Commercial Power relies on coal and natural gas for its generation of

electric energy

Coal

Commercial Power meets its coal demand through 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 through 2018 Commercial Power expects to renew these

contracts or enter into similar contracts with other suppliers for the quantities

and quality of coal required as existing contracts expire though prices
will

fluctuate over time as coal markets change The majority of Commercial Powers

coal is sourced from mines in the Northern Appalachian and Illinois basins

Commercial Power has an adequate supply of coal to fuel its projected 2013

operations The majority of Commercial Powers coal-fired generation is equipped

with flue gas desulfurization equipment As result Commercial Power is able to

satisfy the current emission limitations for SO2 for existing facilities

Competition and Regulation

International Energys 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 competition are price and

availability terms of service flexibility and reliability of service

high percentage of International Energys portfolio consists of baseload

hydroelectric generation facilities which compete with other forms of electric

generation available to International Energys 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

Recent legislation in Brazil allowed the renewal of certain concessions

that were granted prior to 1995 and due to expire in 2015 to 2017 if among

other things the concession holders dedicated their generation capacity to the

regulated market International Energys concessions which were granted after

1995 were not affected by this legislation
The change in market prices if any

from this legislation is not expected to have significant impact on International

Energys earnings and cash flows because its generation capacity is highly

contracted through 2016

International Energys operations are subject to both country-specific and

international laws and regulations See Environmental Matters in this section

OTHER

Gas

Commercial Power is responsible for the purchase and the subsequent

delivery of natural gas to its gas turbine generators In general Commercial

Power hedges its natural gas requirements using financial contracts Physical

gas is purchased in the spot market to meet generation needs

INTERNATIONAL ENERGY

International Energy principally operates and manages power generation

facilities and engages in sales and marketing of electric power natural gas and

natural gas liquids outside the U.S It conducts operations through DEl and its

affiliatesand its activities principally target power generation
in Latin America

Additionally International Energy owns 25% interest in National Methanol

Company NMC large regional producer of methanol and methyl tertiary butyl

ether MTBE located in Saudi Arabia The investment in NMC is accounted for

under the equity method of accounting In the first quarter of 2012 Duke Energy

completed the sale of International Energys indirect 25% ownership interest in

Attiki Gas Supply S.A Attiki Greek corporation to an existing equity owner

in series of transactions that resulted in the full discharge of the related debt

obligation See Note 13 to the Consolidated Financial Statements Investments

in Unconsolidated Affiliates for additional information In 2012 International

Energy acquired 240 MW thermal plant in southern Chile In addition

International acquired Iberoamericana de EnergIa Ibener S.A which owns and

operates 140 MW hydro complex See Note to the Consolidated Financial

Statements Acquisitions and Dispositions of Businesses and Sales of Other

Assets for additional information

International Energys customers include retail distributors electric

utilities independent power producers marketers and industrial/commercial

companies International Energys 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 4900 gross
MW of

generation
facilities For information on International

Energys generation facilities see International Energy in Item Properties

The remainder of Duke Energys operations is presented as Other While

it is not an operating segment Other primarily includes unallocated
corporate

interest expense certain unallocated corporate costs Bison Insurance Company

Limited Bison Duke Energys wholly owned captive insurance subsidiary

contributions to the Duke Energy Foundation Duke Energys effective 50%

interest in DukeNet Communications LLC DukeNet and related telecom

businesses and Duke Energys effective 60% interest in Duke Energy Trading

and Marketing LLC DETM which management is currently in the process of

winding down

Bisons principal activities as captive insurance entity include the

indemnification of various business risks and losses such as property business

interruption workers compensation and
general liability of subsidiaries and

affiliates of Duke Energy DukeNet develops owns and operates 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

Regulation

Certain entities within Other are subject to the jurisdiction of state and

local agencies

GEOGRAPHIC REGIONS

For discussion of Duke Energys foreign operations see Managements

Discussion and Analysis of Results of Operations and Note to the

Consolidated Financial Statements Business Segments

EMPLOYEES

On December 31 2012 Duke Energy had 27885 employees total of

5784 operating and maintenance employees were represented by unions
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EXECUTIVE OFFICERS OF DUKE ENERGY

Lynn
Good 53 Executive Vice President and Chief Financial Office 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 served as Vice President

and Treasurer since April 2006 upon the merger
of Duke Energy and Cinergy Until the

merger
of Duke Energy and Cinergy Ms Good served as

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 Jamil 56 Executive Vice President and Chief Nuclear Office Mr Jamil assumed his position as Chief Nuclear Officer in February 2008 He also served

as Chief Generation Officer for Duke Energy from July 2009 to June 2012 Poor to that he served as Senior Vice President Nuclear Support Duke

Energy Carolinas LIC since January 2007 and prior to that he served as Vice President Catawba Nuclear Station since July 2003

Julia Janson 48 Executive Vice President Chief Legal Officer and Corporate Secretary Ms Janson assumed her position as Executive Vice President

Chief
Legal

Officer and Corporate Secretary in December 2012 Prior to that she hAd held the position of President of Duke Energy Ohio and Duke

Energy Kentucky
since 2008 She also held the position of Senior Vice President of Ethics and

Compliance and Corporate Secretary
for Duke

Energy after its merger with Cinergy Ms Janson served as Chief Compliance Officer and Corporate Secretary for Cinergy since 2000

Marc Manly 60 Executive Vice President and President Commercial Businesses Mr Manly assumed the position of Executive Vice President and

President Commercial Businesses in December 2012 Prior to that he had held the positions of Chief Legal Officer since April 2006 upon
the

merger
of Duke Energy and Cinergy He also held the position of Corporate Secretary from December 2008 until June 2012 Until the

merger
of

________________

Duke Energy and Cinergy Mr Manly served as Executive Vice Presidknt and Chief Legal Officer of Ciner since November 2002

James Rogers 65 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 ho January 22007 Until the merger of Duke Energy and Cinergy

____________

Mr Rogers served as Chairman of the Board of Cinergy since 2000 and as Chief Excutive Officer of Cinergy since 1995

Keith Trent 53 Executive Vice President and Chief Operating Office Regulated Utilities Mr Trent assumed his current position in December 2012 He

previously held the position of Executive Vice President Regulated Utilities
upon

th
merger

with Progress Energy in July 2012 and
prior to that

President Commercial Businesses from July 2009 until July
2012 Prior to that he served as Group Executive and Chief

Strategy Policy and

Regulatory Officer since May 2001 Prior to that he served as Group Executive and Chlef Strategy and Policy Officer since October 2006 and prior

to that he served as Group Executive and Chief
Dtivelopment

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

Jennifer Weber 46 Executive Vice President and Chief Human Resources Officer Ms Weber assumed her current position in January 2011 Prior to that she

served as Senior Vice President and Chief Human Resources Officer since November 2008 Prior to that she served as Senior Vice President of

Human Resources at Scripps Networks Interactive from 2005 to 2008

Uoyd Yates 52 Executive Vice President Regulated Utilities Mr Yates assumed his position as Executive Vice President Regulated Utilities in November

2012 Prior to that he was named Executive ViŁe President Customer Operations in July 2012 upon the merger of Duke Energy and Progress

_____________________
Energy Mr Yates served as Chief Executive Officer Progress Energy Carolinas Inc from July 2007 until iuxe 2012

Steven Young 54 Vice President Chief Accounting Officer and ControlIe Mr Young assumed the role of Chief Accounting Officer in July 2012 He assumed

the role of Controller in December 2006 Prior to tat he served as Vice President and Controller since April 2006 upon the merger of Duke Energy

and Cinergy Until the merger of Duke Energy and Cinergy Mr Young served as Vice.President and Controller of Duke Energy since June 2005

Prior to that Mr Young served as Senior Vice President and Chief Financial Officer of Duke Energy Carolinas from March 2003 to June 2005

Executive officers serve until heir successors are duly elected or appointed

There are no family relationships between any of the executive officers nor any arrangement or tinderstnding between any executive officer and any other

person involved in officer selection
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ENVIRONMENTAL MATTERS

The Duke Energy Regitrants are subject to federal state and local

laws and regulatiohs with regard to air and water quality hazardous and

solid waste disposal and other environmental matters Duke Energy is also

subject to international laws and regulations with regard to air and water

quality hazardous and solid waste disposal and other environmental matters

Environmental laws and regulations affecting the Duke Energy Registrants

include but are not timited to

The Clean Air Act CM as well as state laws and
regulations impacting

air emissions including State Implementation Plans related to existing

and new national ambient air quality standards for ozone and particulate

matter Owners and/or operators of air emission sources are responsible

for obtaining permits and for annual compliance and reporting

The Clean Water Act which
requires permits for facilities that discharge

wastewaters into the environment

The Comprehensive Environmental Response Compensation and

Liability Act which can require any individual or entity that currentIy

owns or in the past may have owned or operated disposalsite as

well as transporters or generators of hazardous substances sent to

disposal site to share in remediation costs

The Solid Waste Disposal Act as amended by the Resource

Conservation and Recovery Act which requires certain solid

wastes including hazardous wastes to be managed pursuant to

comprehensive regulatory regime

The National Environmental
Policy Act which requires federal agencies

to consider
potential environmental impacts in their decisions including

siting approvals

See Other Issues
section

of Managements Discussion and Analysis of

Financial Condition and Results Of Operations for discussion about potential

Global Climate Change legislation and the potential impacts such legislation

could have on the Duke Energy Registrants operations Additionally other

recently passed and potential future environmental laws and regulations could

have
significant impact on the Duke Energy Registrants results of operations

cash flows or financial position Howeve if and when such laws and regulations

become effective the Duke Energy Registrants will seek
appropriate regulatory

recovery of costs to comply within its regulated operations

For more information on environmental matters involving the Duke

Energy Registrants including possible liability and capital costs see Notes

and to the ConsOlidated Financial Statements Regulatory Matters and

Commitments and ContingenciesEnvironmental respectively Except

to the extent discussed in Note to the Consolidated Financial Statements

Regulatory Matters and Note to the Consolidated Financial Statements

Commitments and Contingencies compliance with current international

federal state and local provisions regulating the discharge of materials into the

environment or otherwise protecting the environment is incorporated into the

routine cost sfructure of our various business segments and is not expected to

have material adverse effect on the competitive position consolidated results

of operations cash flows or financial position of the Duke Energy Registrants

Duke Energy Subsidiary Registrants

Duke Energy Carolinas

Duke Energy Carolinas generates transmits distributes and sells

electricity in central and western North Carolina and western South Carolina

Duke Energy Carolinas is subject to the regulatory provisions of the NCUC the

PSCSC the NRC and FERC Duke Energy Carolinas operates one reportable

business segment Franchised Electric which generates transmits distributes

and sells electricity Substantially all of Franchised Electric operations are

regulated and qualify for regulatory accounting treatment For additional

information
regarding this business segment including financial information

see Note3to the Consolidated Financial Statements Business Segments

Duke Energy Carolinas service area covers approximately 24000 square

miles and supplies electric service to 2.4 million residential commercial and

industrial customers See Item Properties for further discussion of Duke

Energy Carolinas
generating facilities transmission and distribution

The remainder of Duke Energy Carolinas
operations is presented as Other

Although it is not considered business segment Other
primarily includes

certain governance costs allocated by its parent Duke Energy

Progress Energy

Progress Energy Inc is public utility holding company primarily engaged

in the regulated electric utility business Headquartered in Raleigh North

Carolina it Owns directly or indirectly all of the outstanding common stock of

its utility subsidiaries Progress Energy Carolinas and
Progress Energy Florida

When discussing Progress Energys financial information it
necessarily iocludüs

the results of Progress Energy Carolinas and Progress Energy Florida

Progress Energy is subject to the regulatory provisions of the NCUC the

PSCSC the FPSC the NRC and the FERC Progress Energy operates in one

reportable segment Franchised Electric which generates transmits distributes

and sells
electricity in portions of North Carolina South Carolina and Florida

Substantially all of Franchised Electric operations are regulated and qualify

for
regulatory accounting treatment For additional information regarding

this business segment including financial information see Note to the

Consolidated Financial Statements Business Segments

The rethainderof
Progress Energys operations is presented as Other

Although it is not considered business segment Other primarily includes

certain governance costs allocated by its parent Duke Energy

Progress Energy Carolinas

Progress Energy Carolinas is regulated public utility founded in North

Carolina in 1908 and is primarily engaged in the generation transmission

distribution and sale of
electricity in portions of North and South Carolina

For information about Progress Energy Carolinas generating plants see

Item Properties Progress Energy Carolinas is subject to the regulatory

provisions of the NCIJC the PSCSC the NRC and FERC Progress Energy

Carolinas operates one reportable business segment Franchised
Electric

which generates transmits distributes and sells
electricity Substantially

all of Franchised Electric operations are regulated and qualify for regulatory

accounting treatment For additional information
regarding this business

segment including financial information see Note to the Consolidated

Financial Statements Business Segments

Progress Energy Carolinas service area covers approximately

34000 square miles including substantial portion of the coastal plain of

North Carolina
extending from the Piedmont to the Atlantic coast between

the Pamlico River and the South Carolina border the lower Piedmont section

of North Carolina an area in western North Carolina in and around the
city

of Asheville and an area in the northeastern portion of South Carolina At

December31 2012 Progress Energy Carolinas was providing electric services

to approximately 1.5 million residential commercial and industrial customers

The remainder of Progress Energy Carolinas operations is presented

as Other Although it is not considered business segment Other primarily

includes certain governance costs allocated by its ultimate parent Duke Energy

Progress Energy Florida

Progress Energy Florida is regulated public utility founded in Flqrida in

1899 and is primarily engaged in the generation transmission distribution and

sale of electricity in portions of Florida For information about Progress Energy

Floridas generating plants see Item Properties Progress Energy Florida is

subject to the regulatory provisions of the FPSC the NRC and FERC
Progress
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Energy Florida operates one reportable business segment Franchised Electric

which generates transmits distributrs and sells electricity Substantially

all of Franchised Electric operations are regulated
and qualify for regulatory

accounting treatment For additional information regarding this business

segment including financial information see Note to the Consolidated

Financial Statements Business Segments

Progress Energy Floridas service area covers approximately 20000

square miles in west-central Florida and includes the densely populated

areas around Orlando as well as the cities of St Petersburg and Clearwater

Progress Energy Florida is interconnected with 22 municipal and rural electric

cooperative systems At December 31 2012 Progress Energy Florida was

providing
electric services to approximately 1.7 million residential commercial

and industrial customers

The remainder of Progress Energy Floridas operations
is presented

as Other Although it is not considered business segment Other primarily

includescertain governance costs allocated by its ultimate parent Duke Energy

Duke Energy Ohio

Duke Energy Ohio is wholly owned subsidiary of Cinergy which is

wholly owned subsidiary of Duke Energy Duke Energy Ohio is combination

electric and gas public utility that provides
service in southwestern Ohio and

northern Kentucky through
its wholly owned subsidiary Duke Energy Kentucky

as wellas electric generation
in parts of Ohio Illinois and Pennsylvania Duke

Energy Ohios principal lines of business include generation transmission and

distribution of electhcity
the sale of and/or transportation

of natural gas and

energy marketing Duke Energy Kentickys principal
lines of business include

generation transmission and distribution of electricity as well as the sale of

and/or transportation
of natural gas References herein to Duke Energy Ohio

include Duke Energy Ohio and its subsidiaries Duke Energy Ohio is subject to

the regulatory provisions
of the PUCO the KPSC and FERC

Duke Energy Ohio Business Segments At December 31 2012 Duke

Energy Ohio operated two business 5egments both of which are considered

reportable segments under the applicable accounting rules Franchised

Electric and Gas and Commercial Power For additional information on each

of these business segments including financial information see Note to the

Consolidated Financial Statements Business Segments

The following is brief description of the nature of operations
of each of

Duke Energy Ohios reportable business segments as well as Other

Franchised Electric and Gas Franchised Electric and Gas consists of

Duke Energy Ohios regulated electric and gas transmission and distribution

systems located in Ohio and Kentucky including its regulated electric

generation in Kentucky Franchised Electric and Gas plans constructs

operates and maintains Duke Energy Ohios transmission and distribution

systems which transmit and distribute electric energy to consumers in

southwestern Ohio In addition Franchised Electric and Gas plans constructs

operates and maintains Duke Energy Kentuckys generation
assets and

transmission and distribution systems which generate transmit and distribute

electric energy to consumers in anc northern Kentucky Franchised Electric and

Gas also transports
and sells natural gas in southwestern Ohio and northern

Kentucky Substantially all of Franchised Electric and Gas operations are

regulated and accordingly these operations qualify for regulatory accounting

treatment

Duke Energy Ohios Franchised Electric and Gas service area covers

3000 square miles and supplies electric service to 830000 residential

commercial and industrial customers and provides regulated transmission

and distribution services for natural gas to 500000 customers See Item

Properties for further discussion of Duke Energy Ohios Franchised Electric

and Gas generating facilities

Cothmercial 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 Conimercial Powers generation operations

consists primarily
of coal-fired generation

assets located in Ohio and gas-fired

nonregulated generation assets which are dispatched into wholesale markets

and receive capacity revenues at market rates These assets are comprised of

6825 net MW of power generation primarily
located in the Midwestern U.S The

asset portfolio has diyersified fuel mix with baseload and mid-merit coal-fired

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

coal-fired generation assets were dedicated under the Duke Energy Ohio ESP

through December 31 2011 Duke Energy Ohios Commercial Power reportable

operating segment does not include the operations of DEGS or Duke Energy

Retail which is included in the Commercial Power reportable operating segment

at Duke Energy See Item Properties for further discussion of Duke Energy

Ohios Commercial Power generating facilities

The PUGO approved Duke Energy Ohios new ESP in November 2011

The ESP includes competitive auctions for electricity supply for term of

January 2012 through May 31 2015 The ESP also includes provision for

non-bypassable stability charge of $110 million per year to be collected from

2012-2014 and requires Duke Energy Ohio to transfer its generation
assets

to nonregulated affiliate on or before December 31 2014 As result of the

new ES the energy from Duke Energy Ohios coal-fired generation assets no

longer serve retail load customers or receive negotiated pricing under the ESR

Effective January 2012 Duke Energy Ohio completed its RTO

realignment to PJM and operates as an ERR entity through May 31 2015

As an FRR entity Duke Energy Ohio is required
toself supply capacity for the

Duke Energy Ohio load zone

See Note to the Consolidated Financial Statements Regulatory

Matters forfurther discussion related to regulatory filings

In 2012 2011 and2010 Duke Energy Ohio earned approximately 36%

24% and 13% respectively of its consolidated operating revenues from

PJM These revenues relate to the sale of capacity and electricity
from all of

Duke Energy Ohios nonregulated generation
assets in 2012 and its gas-fired

nonregulated generation assets in 2011 and 2010

Other The remainder of Duke Energy Ohios operations is presented as

Other Although it is not considered business segment Other primarily consists

of certain governance costs allocated by its ultimate parent Duke Energy

Duke Energy Indiana

Duke Energy Indiana an Indiana corporation organized in 1942 is

an indirect wholly owned subsidiary of Duke Energy Duke Energy Indiana

generates transmits and distributes electricity in central north central and

southern Indiana Duke Energy Indiana is subject to the regulatory provisions

of the IURC and FERC Duke Energy Indiana operates one reportable

business segment Franchised Electric which generates transmits

distributes and sells electricity The substantial majority of Duke Energy

Indianas operations are regulated
and qualify for regulatory accounting

treatment For additional information regarding this business segment

including financial information see Note to the Consolidated Financial

Statements Business Segments

Duke Energy Indianas service area covers 23000 square miles Duke

Energy Indiana supplies
electric service to 790000 residential commercial

and industrial customers See Item Properties for further discussion of

Duke Energy Indianas generating facilities transmission and distribution

The remainder of Duke Energy Indianas operations is presented as Other

Although it is not considered business segment Other primarily includes

certain governance costs allocated by its ultimate parent Duke Energy

ITEM 1A RISK FACTORS
___________

Unless otherwise indicated the risk factors discussed below generally

relate to risks associated with all of the Duke Energy Registrants
Risks

identified at the Subsidiary Registrant level are generally applicable to

Duke Energy
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The Duke Energy Registrants franchised electric revenues earnings

and results are dependent on state legislation and regulation that affect

electric generation transmission distribution and related activities which

may limit their
ability

to recover costs

The Duke Energy Registrants franchised electric businesses are regulated

on cost-of-service/rate-of-return basis subject to the statutes and regulatory

commission rules and procedures of North Carolina South Carolina Florida

Ohio Indiana and Kentucky If the Duke Energy Registrants franchised electric

earnings exceed the returns established by the state regulatory commissions

retail electric rates may be subject to review and possible reduction by the

commissions which may decrease the Duke Energy Registrants future

earnings Additionally if regulatory bodies do not allow
recovery

of costs

incurred in providing serviceon timely basis the Duke Energy Registrants

future earnings could be negatively impacted

If legislative and regulatory structures were to evolve in such way

that the Duke Energy Registrants exclusive rights to serve their franchised

customers were eroded their future earnings could be negatively impacted

The Duke Energy Registrants plans for future expansion and

modernization of their generation fleet subject them to risk of failure

to adequately execute and manage their significant construction plans

as well as the risk of not recovering all costs or of recoveing costs

in an untimely manner which could materially impact their results of

operations cash flows or financial position

The completion of the Duke Energy Registrants anticipated capital

investment projects in existing and new generation facilities is subject to many

construction and development risks including but not limited to risks related to

financing obtaining and complying with terms of permits meeting construction

budgets and schedules and satisfying operating and environmental performance

standards Moreover the Duke Energy Registrants ability to recover all these costs

and recovering costs in timely manner could materially impact the Duke Energy

Registrants consolidated financial position results of operations or cash flows

Deregulation or restructuring in the electric industry may result in

increased competition and unrecovered costs that could adversely affect

the Duke Energy Registrants financial position results of operations or

cash flows and their utility businesses

Increased competition resulting from deregulation or restructuring efforts

including from the Energy Policy Act of 2005 could have significant adverse

financial impact on the Duke Energy Registrants and consequently on their

results of operations financial position or cash flows Increased competition

could also result in increased pressure to lower costs including the cost of

electricity Retail competition and the unbundling of regulated energy and gas

service could have significant adverse financial impact on the Duke Energy

Registrants due to an impairment of assets loss of retail customers lower

profit margins or increased costs of capital The Duke Energy Registrants cannot

predict the extent and timing of entry by additional competitors into the electric

markets The Duke Energy Registrants cannot predict when they will be subject

to changes in legislation or regulation nor can they predict the impact of these

changes on their financial
position results of operations or cash flows

The ability of the Duke Energy Registrants to recover significant costs

resulting from severe weather events is subject to regulatory oversight

and the timing and amount of any such recovery is uncertain and may

impact their financial condition results of operations and cash flows

Energy Registrants cannot recover costs associated with future severe weather

events in timely mannet or in an amount sufficient to cover our actual

costs their financial conditiOn results of operations and caSh flows could be

materially and adversely impacted

Energy conservation could negatively impact the Duke Energy Registrants

financial results

Certain regulatory and legislative bodies have introduced or are

considering requirements and/or incentives to reduce energy consumption

by certain dates
Additionall$c technological advances driven by federal laws

mandating new levels of energy efficiency in end use electric devices or other

improvOments in or applications of technology could lead to declines in
per

capita energy consumption To the extent conservation results in reduced

energy demand or significantly slows the growth ih demand the Duke Energy

Registrants unregulated business activities dould be adversely impacted In

the Duke Energy Registrants regulated operations conservation could have

negative impact depending on the regulatory treatment of the associated

impacts The Duke Energy Registrants currently have energy-efficiency riders in

place to recover the cost of energy-efficiency programs in North Carolina South

Carolina Florida Ohio and Kentucky Should the Duke Energy Registrants be

required tp invest in conservation measures that result in reduced sales from

effective conservation regulatory lag
in

adjusting rates for the impact of these

measures could have
negative financial impact

The Duke Energy Registrants businesses are subject to extensive federal

regulation that will affect their operations and costs

The Duke Energy Registrants are subject to
regulation by FERC the NRC

and various other federal agencies Regulation affects almost
every aspect of

the Duke Energy Registrants businesses including among other things their

ability to take fundamental business management actions determine the

terms and rates of transmission and distribution services make acquisitions

issue equity or debt securities engage in transactions with other subsidiaries

nd affiliates and the ability of the operating subsidiaries to pay dividends to

the Duke Energy Registrants Changes to these regulations are ongoing and the

Duke Energy Registrants cannot predict the future course of changes in this

regulatory environment or the ultimate effect that this changing regulatory

environment will have on their businesses Howeve changes in regulation

including re-regulating previously deregulated markets can cause delays in or

affect business planning and transactions and can substantially increase the

Duke Energy Registrants costs

The Duke Energy Registrants are subject to numerous environmental laws

and regulations that require significant capital expenditures that can

increase cost of operations and which may impact or limit business plans

or cause exposure to environmental liabilities

The Duke Energy Registrants are subject to numerous environmental

laws and regulations affecting many aspects of their present and future

operations including air 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 requirethe Duke Energy Registrants to obtain and comply with wide

variety of environmental licenses permits inspections and other approvals

Compliance with environmental laws and regulations can require significant

expenditures includipg expenditures for cleanup costsand damages arising

from contaminated properties and failure to comply with environmental

regulations may result in the imposition of fines penalties and ilijunctive

measures affecting operating assets The step the Duke Energy Registrants

could be required to take to ensure that their facilities are in compliance could

be prohibitively expensive As result the Duke Energy Registrants may be

The Duke Energy Registrants are subject to incurring significant costs

resulting from damage sustained during severe weather events If the Duke
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required to shut down or alter the operation of their facilities which may

cause the Duke Energy Registrants to incur losses Furtha the Duke Energy

Registrants regulatory rate structure and their contracts with customers may

not necessarily allow for the recovery of capital costs incurred to complywith

new environmental regulations Also the Duke Energy Registrants may not

be able to obtain or maintain from time to time all required environmental

regulatory approvals for their operating assets or development pojects Delays

in obtaining any required environmental regulatory approvals failure to obtain

and comply with them or changes in environmental laws or regulations to

more stringent compliance levels could result in additional costs of operation

for existing facilities or development of new facilities being prevented delayed

or subject to additional costs Although it is not expected that the costs of

complying with current environmental regulations will have material adverse

effect on the Duke Energy Registrants 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

The EPA has proposed new federal regulations governing the management

of coal combustion by-products including fly ash These regulations may

require the Duke Energy Registrants
to make additional capital expenditures and

increase operating and maintenance costs

Other potential new environmental regulations limiting the use of coal

acquired from mountaintop removal and imposing additional requirements on

water discharges associated with mountaintop removal could increase costs of

fuel and require
the Duke Energy Registrants to make additional related capital

expenditures Fn addition the Duke Energy Registrants are generally responsible

for on-site liabilities and in some cases off-site liabilities associated with

the environmental condition of their power generation facilities and natural

gas assets acquired or developed regardless
of when the liabilities arose and

whether they are known or unknowr In connection with some acquisitions

and sales of assets the Duke Energy Registrants may obtain or be required

to provide indemnification against some environmental liabilities If the Duke

Energy Registrants
incur material liability or the other party to transaction

fails to meet its indemnification obligations the Duke Energy Registrants could

suffer material losses

The Duke Energy Registrants sales may decrease if they are unable to gain

adequate reliable and affordable access to transmission assets

The Duke Energy Registrants depend on transmission and distribution

facilities owned and operated by utilities and other energy companies to deliver

electricity sold to the wholesale market FERCs power transmission regulations

as well as those of Duke Energys international markets require wholesale electric

transmission services to be offered cn an open-access non-discriminatory basis

If transmission is disrupted or if transmission capacity is inadequate the Duke

Energy Registrants ability to sell and deliver products may be hindered

life different regional power markets have changing regulatory structures

which could affect the Duke Energy Registrants growth and performance in

these regions In addition the independent system operators who oversee the

transmission systems in regional power markets have imposed in the past

and may impose in the future price
limitations and other mechanisms to

address volatility in the power markets These types of price limitations and

other mechanisms may adversely impact the profitability of the Duke Energy

Registrants wholesale power marketing business

The Duke Energy Registrants must meet credit quality standards and there is

no assurance that they and their rated subsidiaries will maintain investment

grade credit ratings If the Duke Energy Registrants or their rated subsidiar

ies are unable to maintain investment grade credit ratings they would be

required under credit agreements to provide collateral in the form of letters

of credit or cash which may materially adversely affect their liquidity

rating agencies The Duke Energy Registrants cannot be sure that their senior

unsecured long-term debt or that of their rated subsidiaries will be rated

investment grade in the future

If the rating agencies were to rate the Duke Energy Registrants or their

rated subsidiaries below investment grade the entities borrowing costs would

increase perhaps significantly In addition their potential pool
of investors and

funding sources would likely decrease Furthe if the Duke Energy Registrants

short-term debt rating were to fall access to the commercial paper market

could be significantly limited Any downgrade or other event negatively affecting

the credit ratings of the Duke Energy Registrants subsidiaries could make their

costs of borrowing higher or access to funding sources more limited which

in turn could increase their need to provide liquidity
in the form of capital

contributions or loans to such subsiclianes thus reducing the liquidity and

borrowing availability of the consolidated group reduction in liquidity and

borrowing availability could ultimately impact the ability to indefinitely reinvest

the earnings of its international operations which could result in significant

income taxes that would have material adverse effect on Duke Energys

results of operations

downgrade below investment grade could also require the Duke Energy

Registrants to post additional collateral in the form of letters of credit or cash

under various credit agreements and trigger termination clauses in smŁ

interest rate derivative agreements which would require cash payments AU

of these events would likely reduce the Duke Energy Registrants liquidity and

profitability and could have material adverse effect on their financial position

results of operations or cash flows

The Duke Energy Registrants are exposed to credit risk of the customers

and counterparties with whom they do business

Adverse economic conditions affecting or financial difficulties of

customers and counterparties with whom the Duke Energy Registrants do

business could impair the ability of these customers and counterparties to

pay for services or fulfill their contractual obligations including loss recovery

payments under insurance contracts or cause them to delay such payments

or obligations The Duke Energy Registrants depend on these customers and

counterparties to remit payments on timely basis Any delay or default in

payment could adversely affect the Duke Energy Registrants
cash flows

financial position or results of operations

The Duke Energy Registrants operating results may fluctuate on

seasonal and quarterly basis and can be negatively affected by changes in

weather conditions and severe weather

Electric power generation is generally
seasonal business In most parts

of the U.S 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 result in the future

the overall operating results of the Duke Energy Registrants businesses may

fluctuate substantially on seasonal and quarterly basis and thus make

period-to-period comparison less relevant

Sustained severe drought conditions could impact generation by the

Duke Energy Registrants hydroelectric plants as well as their fossil and

nuclear plant operations as these facilities use water for cooling purposes

and for the operation
of environmental compliance equipment Furthermore

destruction caused by severe weather events such as hurricanes tornadoes

severe thunderstorms snow and ice storms can result in lost operating

revenues due to outages property damage including downed transmission

and distribution lines and additional and unexpected expenses to mitigate

storm damage

Each of the Duke Energy Registrants and their rated subsidiaries senior

unsecured long-term
debt is currently rated investment grade by various
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The Duke Energy Registrants areinvolved in numerous legal proceedings

the outcomes of which are uncertain Adverse resolution of these matters

could negatively affect the Duke Energy Registrants .finahc lal position

results of operations or cash flows

The Duke Energy Registrants are subject to numerous legal proceedings

including claims for damages for bodily injuries alleged to have arisen prior

to 1985 from the exposure to or use of asbestos at electric generation plants

of Duke Energy Carolinas
Litigation is subject to many uncertainties aid the

Duke Energy Registrants cannot predict the outcome of individual matters

with assurance It is reasonably possible that thefinal resolution of some of

the matters could require additional expenditures in excess efpstablished

reserves over an extended period of time and in range of amounts that could

have material effect on the Dche Energy Registrants cash flows and results

of operaf Ions .Similarly it is reasonably possible that the terms Qf resolution

could require the Duke Energy Registrantsto change business practices and

procedures which could also have material effect on their financial positiop

results of operations or cash flows

The Duke Energy Registrants results of operations may be negatively

affected by overall market economic and other conditions that are beyond

their cohtrol

Sustained downturns or sluggishness in the economy generally affect the

markets in which the Duke Energy Registrants operate and negatively influence

energy operations Declines in demand for energy as result of economic

downturns in the Duke Energy Regitrants franchised electric service territories

will reduce overall sales and lessen cash flows especially as industrial

customers reduce
production and therefore consumptioc of electricity and gas

Although the Duke Energy Registrants franchised electric and as 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 result of economic downturn or recession could reduce revenues

and cash flows thus
diminishing results of operations Additionally prolonged

economic downturns that negatively impact the Duke Energy Registrants results

of operations 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

The Duke Energy Registrants also sell electricity into the
spot market or

other competitive power markets on contractual basis With respect to such

transactions the Duke Energy Registrants are not guaranteed any rate of return

on their
capital investments through mandated rates and revenues and results

of operations are likely to depend in large part upon prevailing market prices

These market prices may fluctuate
substantially over relatively short periods of

time and could reduce the Duke Energy Registrants revenues and margins and

thereby diminish their results of operations

Factors that could impact sales volumes generation of
electricity and market

prices at which the Duke Energy Registrants 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 the Duke Energy

Registrants ability to operate its facilities in an economical manner

supply of and demand for energy commodities

transmission or transportation constraints or inefficiencies which

impact the Duke Energy Registrants nonregulated energy operations

availability of competitively priced alternative energy sources which

are preferred by some customers over electricity produced from coal

nuclear or gas plants and of
energy-efficient equipment which reduces

energy demand

natural gas crude oil and refined products production levels and prices

ability to
procure satisfactory levels of

inventory such ascoal gas and

uranium

electric
generation capacity surpluses which cause the Duke Energy

Registrants nonregulated 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 the Duke Energy

Registrants markets

Coal
inventory levels have increased due to mild weathe low natural

gas and power prices resulting
in

higher combined
cycle gas-fired generation

and the economys overall effect on load Continuation of these factors for an

extended period of time could result in additional costs of managing the coal

inventory or other costs If these costs are not recoverable the Duke Energy

Registrants results of operations could be
negatively impacted

Fluctuations in commodity prices or
availability may adversely affect

various aspects of the Duke Energy Registrants operations as well as their

financial condition results of operations and cash flows

The Duke Energy Registrants are exposed to the effects of market

fluctuations in the price of natural gas coal fuel oil nuclear fuel electricity

and other energy-related commodities including emission allowances as

result of their ownership of energy-related assets Fuel costs are recovered

primarily through cost-recovery clauses subject to the approval of state utility

commissions
Additionally the Duke Energy Registrants have hedging strategies

in place to mitigate fluctuations in commodity supply prices but to the extent

that these do not cover the entire exposure to commodity price fluctuations

or their hedging procedures do not work as planned there can be no assurances

that the Duke Energy Registrants financial performance will not be negatively

impacted by price fluctuations
Additionally the Duke Energy Registrants are

exposed to risk that counterparties will not be able to perform their obligations

Should counterparties fail to perform the Duke Energy Registrants might

be forced to replace the underlying commitment at
prevailing market prices

possibly resulting in losses in addition to the amounts if any already paid to the

counterparties

Certain of the Duke Energy Registrants hedge agreements may result

in the receipt of or posting of derivative collateral with counterparties

depending on the daily derivative
position Fluctuations in commodity prices

that lead to the return of collateral received and/or the posting of collateral

with
counterparties negatively impact our liquidity Downgrades in the Duke

Energy Registrants credit ratings could lead to additional collateral
posting

requirements The Duke Energy Registrants continually monitor derivative

positions in relation to market price activity

Poor investment performance of the Duke Energy pension plan holdings

and other factors impacting pension plan costs could unfavorably impact

the Duke Energy Registrants liquidity and results of operations

The costs of providing non-contributory defined benefit pension plans

are dependent upon 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 required

or voluntary contributions made to the plans The
Subsidiary Registrants

participate in employee benefit plans sponsored by Duke Energy or Progress

Energy The Subsidiary Registrants are allocated their proportionate share of

the cost and obligations related to these plans Without sustained growth in

the pension investments over time to increase the value of plan assets and

depending upon the other factors impacting costs as listed above Duke Energy
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could be required to fund its plans with significant amounts of cash Such cash

funding obligations
and the Subsidiary Registrants proportionate

share of such

cash funding obligations
could have material impact on the Duke Energy

Registrants
financial position results operations or cash flows

Potential terrorist activities or militaly or other actions including cyber system

attacks could adversely affect the Duke Energy Registrants businesses

The continued threat of terrorism and the impact of retaliatory military
and

other action by the U.S and its allies may lead to increased political economic

and financial market instability and volatility in prices for natural gas and oil

which may have material adverse affects in ways the Duke Energy Registrants

cannot predict at this time In addition future acts of terrorism and any possible

reprisals as consequence of action by the U.S and its allies could be directed

against companies operating
in thU.S or their international affiliates Cyber

systems infrastructure and generation
facilities such as the Duke Energy

Registrants
nuclear plants

could be potential targets
of terrorist activities

or harmful activities by individuals or groups The potential for terrorism has

subjected
the Duke Energy Registrants operations to increased risks and

could have material adverse effect on their businesses fn prticular the

Dukenergy Registrants may experience
increased capitaland opeOting costs

to implement increased security for their cyber systems and plants including

nuclear power plants
under the NRCs design basis threat requirements such

as additional physical plant security additional security personnel or additional

capability following
terrorist incident

The insurance industry
has also been disrupted by these potential

events As result the availability of insurance covering risks the Duke Energy

Registrants and their competitors typically insure against may decrease

In addition the insurance the Duke Energy Registrants are able to obtain may

have higher deductibles higher premiums lower coverage limits and more

restrictive policy
terms

Information security
risks have generally

increased in recent years as

result of the proliferation
of new tech iologies and the increased sophistication

and activities of cyber attacks Through our smart grid and other initiatives the

Duke Energy Registrants
have increasingly

connected equipment and systems

related to the generation transmission and distribution of electricity to the

Internet Because of the critical nature of the infrastructure and theincreased

accessibility enabled through connection to the Internet the Duke Energy

Registrants may face heightened risk of cyber attack In the event of such arr

attack the Duke Energy Registrants could have business operations disrupted

property damaged and customer information stolen experience
substantial

loss of revenues response costs and other financial loss and be subiect to

increased regulation litigation
and damage to our reputation

Additional risks and uncertainties not currently known to the Duke Energy

Registrants or which they currently deem to be immaterial also may materially

adversely affect the Duke Energy Restrants financial condition results of

operations or cash flows

Failure to attract and retain an appropriately qualified workforce could

unfavorably impact the Duke Energy Registrants results of operations

Certain events such as an aging workforce mismatch of skill set or

complement to future needs or unavailability of contract resources may lead

to operating challenges and increased costs The challenges include lack

of resources loss of knowledge base and the lengthy time required for skill

development In this case costs including costs for contractors to replace

employees productivity
costs and safety costs may rise Failure to hire and

adequately train replacement employees including the transfer of significant

internal historical knowledge and expertise to the new employees or the

future availability and cost of contract labor may adversely affect the ability

to manage and operate the business If the Duke Energy Registrants are

unable to successfully attract and retain an appropriately qualified workforce

their financial position or results of operations could be negatively affected

The Duke Energy Registrants rely on access to short-term borrowings and

longer-term capital markets to finance their capital requirements and

support their liquidity
needs Access to those marlcetscan be adversely

affected by number of conditions many of which are beyond the Duke

Energy Registrants control

The DukeEnergy Registrants businesses are financed to large

degree through debt and the maturity and repayment profile of debt used to

finance investments often does not correlate to cash flows from their assets

Accordingl as source of liquidity
for capital requirements not satisfied by

the cash flow from their operations and to fund investments originally
financed

through debt instruments with disparate matuties DukeEnergy and the

Subsidiary Registrants rely on access to short-term money markets as well as

longer-term capital markets and the Subsidiary Registrants
also rely on access

to short-term intercompany borrowings If the Duke Energy Registrants are nOt

able to access capital at competitive rates or at all the ability to finance their

operations
and implement their strategy and bOiness plan as scheduled dould

be adversely affected An inability to access capital may limit the Duke Energy

Registrants ability to pursue improvements or acquisitions that they may

otherwise rely on for future growth

Market disruptions may increase theDuke Energy Registrants cost

of borrowing or adversely affect their 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 their

facilities or unrelated energy companies or the overall health of the energy

industry The availability of credit under Duke Energys revolving credit facilities

depends upon the ability of the banks providing commitments under such

facilities to provide funds when their obligations
to do so arise Systematic risk

of the banking system and the financial markets could prevent
bank from

meeting its obligations
under the facility agreement

Duke Energy maintains revolving credit facilities to provide back-up for

commercial paper program for variable rate deniand tax-exempt bonds that

may be put to the Duke Energy Registrant issuer at the option of the holder

and certain letters of credit at various entities These facilities typically include

borrowing sublimits for the Subsidiary Registrants
and financial covenants

that limit the amount of debt that can be outstanding as percentage of the

total capital
for the specific entity Failure to maintan these covenants at

particular entity could preclude Duke Energy from issuing
commercial paper or

the Duke Energy Registrants 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 Energys investments and projects located outside of the United

States expose it to risks related to laws of other countries taxes economic

conditions political conditions and policies of foreign governments These

risks may delay or reduce Duke Energys realization of value from its

international projects

Duke Energy currently owns and may acquire and/or dispose of material

energy-related
investments and projects outside the U.S The economic

regulatory market and political
conditions in some of the countries where Duke

Energy has interests or in which it may explore development acquisition or

investment opportunities
could present risks related to among others Duke

Energys ability to obtain financing on suitable terms its customers ability

to honor their obligations
with respect to projects

and investments delays
in

construction limitations on its ability to enforce legal rights
and interruption of

business as well as risks of war exprophation nationalization renegotiation

trade sanctions or nullification of existing contracts and changes in law

regulations
market rules or tax policy
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Duke Energys investments and projects located outside of the United

States expose it to risks related to fluctuations in currency rates These

risks and Duke Energys activities to mitigate such risks may adversely

affect its cash flows and results of operations

Duke Energys operations and investments outside the U.S expose it

to risks related to fluctuations in currency rates As each local currencys

value changes relative to the U.S dollar Duke Energys principal reporting

currency
the value in U.S dollars of Duke Energys assets and liabilities

in such locality and the cash flows generated in such locality expressed in

U.S dollars also change Duke Energys primary foreign currency rate exposure

is to the Brazilian Real

Duke Energy selectively mitigates
some risks associated with foreign

currency
fluctuations by among other things indexing contracts to the U.S dollar

and/or local inflation rates hedging through debt denominated or issued inthe

foreign currency and hedging through foreign currency derivatives These efforts

however may not be effective and in some cases may expbse Duke Energy to

other risks that could negatively affect its cash flows and results of operatjons

Duke Energys merger with Progress Energy may not achieve its

intended results

The merger is expected to result in various benefits including among other

things cost savings and operating
efficiencies relating to the joint dispatch

of

generation and combining of fuel purchasing power Achieving
the anticipated

benefits of the merger is subject
to number of uncertainties including

market

conditions risks related to Duke Energys businesses and whether the business

of Progress Energy is integrated
in an efficient and effective manner Failure to

achieve these anticipated benefits could result in increased costs decreases

in the amount of expected revenues generated by the combined company and

diversion of managements time and energy and could have an adverse effect on

the combined companys financial position
results of operations or cash flows

Duke Energys and Progress Energys ability to fully
utilize tax credits may

be limited

In accordance with the provisions
of Internal Revenue Code

Section 29/45K Duke Energy and Progress Energy have generated tax credits

based on the content and quantity of coal-based solid synthetic
fuels produced

and sold to unrelated parties This tax credit program expired at the end of

2007 The timing of the utilization of the tax credits is dependent upon Duke

Energys and Progress Energys taxable income The timing of the utilization can

also be impacted by certain substantial changes in ownership including the

merger of Duke Energy and Progress Energy Additionally
in the normal course

of business Duke Energys and Progress Energys tax returns are audited by

the IRS If Duke Energys and Progress Energys tax credits were disallowed in

whole or in part as result of an IRS audit there could be significant
additional

tax liabilities and associated interest for previously recognized
tax credits

which could have material adverse impact on Duke Energys and Progress

Energys earnings and cash flows Although Duke Energy and Progress Energy

are unaware of any currently proposed legislation or new IRS regulations or

interpretations impacting previously recorded synthetic fuels tax credits the

value of credits generated could be unfavorably impacted by such legislation or

IRS regulations and interpretations

Duke Energy Carolinas Progress Energy Carolinas and Progress Energy

Florida may incur substantial costs and liabilities due to their ownership

and operation of nuclear generating facilities

Ownership interest in and operation of nuclear stations by
Duke Energy

Carolinas Progress Energy Carolinas and Progress Energy Florida sublect
them

to various risks These risks include among other things the potential
harmful

effects on the environment and human health resulting
from the operation

of nuclearfacilities and the storage handling and disposal of radioactive

materials iimitatibns on the amounts and
types

of isurance commercially

available to coverosses that might arise in connection with nuclear operations

and uncertainties with respect to the technological arid financial aspects of

decommissioning nuclear plants
at the end of their licensed lives

Ownership and operation of nuclear generation
facilities requires

compliancewith licensingand safety_related requirements imposed by the NRC

In the event of non-compliance the NRC riy increase regulatory oversight

impose fines and/or shut down unit.depending upon its assessment of the

severity of the situation Revised security and safety requirements promulgated

by the NRC which could be prompted by among other things events within

or outside of Duke Energy Carolinas Progress Energy Caçolinas and
Progress

Energy Fidridas control such as serious nuclearincident at facility owned

by
third party could necessitate substantial capital

and other expenditures as

well as assessments to cover third-party
losses In addition if serious nuclear

incident were to occur it could have material adverse effect on Duke Energy

Carolinas Progress Energy Carolinas and Progress Energy Floridas results of

operations and financial condition

Ownership and operation of nuclear generation facilities also
requires

the

maintenance of funded trusts that are intended to pa for the decommissioning

costs of the respective nuclear power plants As disqussed below poor

investment performance of these decommissioning trusts holdings and other

factors inpacting deCommissioning costs Could unfavorably Impact Duke Energy

Carolinas Progress Energy Carolinas and Progress Energy Floridas liquidity

and results of operations as they could be required
to significantly increase their

cash contributions to the decommissioning trusts

Market performance and other changes may decrease the value of Duke

Energy Carolinas Progress Energy Carolinas and Progress Energy

Floridas Nuclear Decommissioning Trust Fund NDTF investments which

then could require significant
additional funding

The performance of the capital
markets affects the values of the assets

held in trust to satisfy future obligations to decommission nuclear plants Duke

Energy Carolinas Progress Energy Carolinas and Progress Energy Florida have

significant obligations
in this area and hold significant assets in these trusts

These assets are subject to market fluctuations and will yield
uncertain returns

which may fall below projected rates of return Although number of factors

impact funding requirements decline in the market value of the assets may

increase the funding requirements of the obligations for decommissioning

nuclear plants If Duke Energy Carolinas Progress Energy Carolinas and

Progress Energy Florida are unable to successfully manage the NDTF assets

their financial condition results of operations and cash flows could be

negatively affected

The costs of retiring Progress Energy Floridas Crystal
River Unit could

prove to be more extensive than is currently identified All costs associated

with retirement of the Crystal
River Unit asset including replacement

power may not be fully recoverable through the regulatory process

Early retirement could result in continued purchases of replacement power

and/or additional capital and operating costs associated with construction of

replacement capacity resources to continue to service Progress Energy Floridas

customer needs However there is no definitive plan for new generating

capacity at this time In addition exit costs to wind down operations and

ultimately to retire and decommission the plant could exceed estimates and

if not recoverable through the regulatory process could adversely
affect Duke

Energys Progress Energys and Progress Energy Floridas financial condition

results of operations
and cash flows

While the foregoing reflects Progress Energy Floridas current intentions

and estimates with respect to the retirement of Crystal River Unit the cost
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of replacement power and the degree of
recoverability of these costs are all

subject to significant uncertainties Additional developments with respect to

Crystal River Unit costs that are greater than anticipated and
recoverability

that is less than
anticipated could adversely affect Duke Energys Progress

Energys and Progress Energy Floridas financial condition results of
operations

and cash flows

Duke Energy Ohios and Duke Energy Indianas membership in RIO

presents risks that could have naterial adverse effect on their results of

operations financial condition and cash flows

The price at which Duke Energy Ohio can sell its generation capacity

and energy is dependent on number of factors which indude the overall

supply and demand of generation and load other state legislation or regulation

transmission congestion and its business rules As result the prices in

dayahead and realtime energy markets and RTO
capacity markets are subject

to price volatility Administrative costs imposed by RTOs including the cost of

administering energy markets are also subject to
volatility PJM Interconnection

LLC PJM conducts Reliability Pricing Model RPM base residual auctions for

capacity on an annual planning year basis The results of the PJM RPM base

residual auction are impacted by the supply and demand of
generation and

load and also may be impacted by congestion and PJM rules relating to bidding

for Demand Response and Energy Efficiency resources Auction pces could

fluctuate
substantially over relatively short peods of time Duke Energy Ohio

cannot predict the outcome of future auctions but if the auction prices are

ITEM lB UNRESOLVED STAFF COMMENTS

None

sustained at low levels its results of operations financial condition and cash

flows could be adversely impacted

The rules governing the various regional power markets may also change

which could affect Duke Energy Ohios and Duke Energy Indianas costs and

or revenues To the degree Duke Energy Ohio and Duke Energy Indiana incur

significant additional fees and increased costs to participate in an RIO their

results of operations may be impacted Duke Energy Ohio and Duke Energy

Indiana may be allocated portion of the cost of transmission facilities built

by others due to changes in RTO transmission rate design Duke Energy Ohio

and Duke Energy Indiana may be required to expand their transmission system

according to decisions made by an RTO rather than their own internal planning

process While RIO transmission rates were initially designed to be revenue

neutral various proposals and proceedings currently taking place by the FERC

may cause transmission rates to change from time to time In
addition RTOs

has been developing rules associated with the allocation and methodology of

assigning costs associated with improved transmission
reliability reduced

transmission
congestion and firm transmission rights that may have financial

impact on Duke Energy Ohio and Duke Energy Indiana Duke Energy Ohio and

Duke Energy Indiana may also incur fees and costs to participate in RIOs

As members of an RIO Duke Energy Ohio and Duke Energy Indiana are

subject to certainàdditionaj risks including those assotiated with the allocatiorn

among RIO members of losses caused by unreimbursed defaults of other

participants in the RIO markets and those associated with complaint cases filed

against an RIO that may seek refunds of revenues previously earned by RIO

members including Duke Energy Ohio and Duke Energy Indiana
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ITEM PROPERTIES

U.S FRANCHISED ELECTRIC AND GAS

The following table provides information related to USFEGs electric generation stations as of December 31 2012 The MW displayed in the table below are

based on summer capacity

Total MW Owned MW

Facility Capacity Capacity
Plant Type Primary Fuel Location Ownership Interest

Duke Energy Carolinas

Oconee 2538 2538 Nuclear Uranium SC 100%

Catawba 2258 435 Nuclear Uranium SC 19.26

Belews Creek 2220 2220 Fossil Steam Coal NC 100

McGuire 2200 2200 Nuclear Uranium NC 100

Marshall 2078 2078 Fossil Steam Coal NC 100

Cliff side 1377 1377 Fossil Steam Coal NC 100

Bad Creek 1360 1360 Hydro Water SC 100

Lincoln 1267 1267 Combustion Turbine Gas/Oil NC 100

Allen 1127 1127 Fossil Steam Coal NC 100

Rockingham 825 825 Combustion Turbine Gas/Oil NC 100

Jocassee 780 780 Hydro Water SC 100

Buck 620 620 Combined Cycle Gas NC 100

Dan River 620 620 Combined Cycle Gas NC 100

Mill Creek 596 596 Combustion Turbine Gas/Oil SC 100

Riverbendv 454 454 Fossil Steam Coal NC 100

Lee 370 370 Fossil Steam Coal SC 100

Cowans Ford 325 325 Hydro Water NC 100

Buckv 256 256 Fossil Steam Coal NC 100

Keowee 152 152 Hydro Water SC 100

Lee 82 82 Combustion Turbine Gas/Oil SC 100

Distributed generation
Rehewable Solar NC 100

Other small hydro 26 plants 660 660 Hydra Water NC/SC 100

Total Duke Energy Carolinas 22113 20350

Progress Energy Carolinas

Rooborob 2417 2327 Fossil Steam Coal NC 96.28

Brunswicku 1870 1527 Nuclear Uranium NC 81.66

Smith 1084 1084 Combined Cycle Gas/Oil NC 100

H.E Lee 920 920 Combined Cycle Gas NC 100

Harris 900 754 Nuclear Uranium NC 83.83

Wayne County 863 863 Combustion Turbine Gas/Oil NC 100

Smith 820 820 Combustlon Turbine Gas/Oil NC 100

Darlington 790 790 Combustion Turbine Gas/Oil SC 100

Mayo 727 609 Fossil Steam Coal NC 83.83

Robinson 724 724 Nuclear Uranium SC 100

Suttonu 575 575 Fossil Steam Coal NC 100

Asheville 376 376 Fossil Steam Coal NC 100

Asheville 324 324 Combustion Turbine Gas/Oil MC 100

Weatherspoon
131 131 Combustion Turbine Gas/Oil NC 100

Walters 112 112 Hydro Water NC 100

Tillery 87 87 Hydro
Water NC 100

Sutton 61 61 Combustion Turbine Gas/Oil NC 100

Blewett 52 52 Combustion Turbine Oil NC 100

Cape Fear 35 35 Combustion Turbine Oil NC 100

Blewett 22 22 Hydra Water NC 100

Robinson 11 11 Combustion Turbine Gas/Oil SC 100

Marshall Hydra Water NC 100

Total Progress Energy Carolinas 12905 12208
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Hines

Bartow

---
Total MW Owned MW

Facility

Capacity Capacity Plant Type Primary Fuel Location
Ownership Interest----

Progress Energy Florida

Crystal River
2295 2295 Fossil Steam Coal FL 100%

1912 1912 Combined Cycle Gas/Oil FL
100

1133 1133 Combined Cycle Gas/Oil FL 100
Anclote

1011 1011 Fossil Steam
Gas/Oil FL 100

Intercession
Cityle 982 982 Combustion Turbine

Gas/Oil FL Ic
Crystal River Unit 860 789

Nuclear Uranium FL 91.78
DeBary 638 638 Combustion Turbine

Gas/Oil FL
100

Tiger Bay 205 205 Combined
Cycle Gas FL 100

Barlow
177 177 Combustion Turbine Gas/Oil FL

100
Bayboro

174 174 Combustion Turbine Oil
FL 100Suwannee River

155 155
Combustion Turbine Gas/Oil FL

100Turner
137 137 Combustion Turbine Oil FL 100Suwannee River
129 129 Fossil Steam

Gas/Oil FL
100

Higgins
105 105 Combustion Turbine

Gas/Oil FL 100
Avon Park 48 48 Combustion Turbine Gas/Oil FL

100
University of Florida Cogeneration 46 46 Combustion Turbine Gas FL 100
Rio Pinar

12 12 Combustion Turbine Oil FL
100

Total
Progress Energy Florida 10019 9948

Duke Energy Ohio

East Bend5
600 414 Fossil Steam Coal Kt 69

Woodsdale
462 462 Combustion Turbine

Gas/Propane OH
100

Miami Fort Unit
163 163 Fossil Steam

Coal OH 100

Total Duke
Energy Ohio 1225 1039

Duke Energy Indiana

Gibson1
3132 2822 Fossil Steam Coal IN

90.1Cayugae
1005 1005 Fossil Steam Coal/Oil IN 100Wabash Riverth 676 676 Fossil Steam

Coal/Oil IN 100
Madison

576 576 Combustion Turbine Gas OH
100Vermillion

568 355 Combustion Turbine Gas IN
62.5

Wheatland 460 460 Combustion Turbine Gas IN 100
Noblesville 285 285 Combined Cycle Gas

IN 100
Gallagher 280 280 Fossil Steam Coal IN 100
Henry County 129 129 Combustion Turbine Gas IN

100
Cayuga 99

99 Combustion Turbine Gas/Oil IN 100
Connersville

86 86 Combustion Turbine Oil IN 100
Miami Wabash

80 80 Combustion Turbine Oil IN
100

Markland
45 45

Hydro Water IN 100

Total Duke
Energy Indiana 1421 6898

Total USFEG
53143 50443

Totals by plant type

Nuclear
11350 8967

Fossil Steam
21268 20564

Combined Cycle 6779 6779

Combustion Turbine 10791 10578

Hydro 3547 3547

Renewable

Total IJSFEG
53143 50443

This generation facility is jointly owned by Duke Energy Carolinas along with North Carolina Municipal Power Agency Number North Carolina Electric Membership Corporation and Piedmont Monicipal Power AgencyIb This generation facility is inintly owned by Progress Energy Carolinas and the North Carolina Eastern Municipal Power Agency
Ic Progreor Energy Florida owns and operates lnierceooion City Station Units 1-10 and 12-14 Unit 11 is jointly owned by Progress Energy Florida and Georgia Power Csmpany Georgia Power Company has the exclusive right tothe output ot this unit during the months ot June through September Progress Energy Florida has the exclusive right to the output of this urnt for the remainder of the yeardl Due to the eotended outage at the Crystal Pine Unit nuclear generating unit that began in September 2009 and the related delaminafions no nuclear power was generated in 2012 2011 or 2010 Thio generation facility isoweed by Progress Energy Florida and uarieus municipal electric companies in February 2013 Doke Energy announced the retirement of Cryotai River Unit

In This generation facility is jointly owned by Dukir Energy Ohio and subsidiary of The AES Cerporafion

If Duke Energy Indiana owns and operates Gibsor Station Units t-4 and owns 50.05% of UnitS but is the operator Unit is jointly owned by Duke Energy indiana wabash Valley PowerAsoeciation Inc and Indiana MunicipalPower Agency

Includes Cayuga Internal Combustion ICI
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hi Includes Wabash River IC

ii This generation tacility is jointly owned by Duke Energy Indiana and the Wabash Valley Power Association

Duke Energy hao announced plans tn retire theoe plants in 2013

The following table provides information related to USFEGs electric transmission and distribution properties as of December 31 2012

Duke Progress Progress Duke Duke

Energy Energy Energy Energy Energy Total

Carolinas Carolinas Florida Ohio Indiana USFEG

Electric transmission lines

Milesof525KV 600 300 200 1100

Miles of 345KV 1000 700 1700

Milesof23OKV 2600 3300 1700 700 8300

Miles of 10000 161 KV 6800 2600 1000 700 1400 12500

Miles of 130069KV 3100 2200 800 2500 8600

Total conductor miles of electric transmission lines 13100 6200 5100 2500 5300 32200

Electric distribution lines

Miles of overhead lines 66700 44600 52000 14000 22600 199900

Miles of underground line 35000 22400 18700 5600 8300 90000

Total conductor miles of electric distribution lines 101100 61000 10100 19600 30900 289900

Number of electric transmission and distribution substations 1500 500 500 300 500 3300

Miles of gas mains 1200 1200

Miles of
gas

service lines 6000 6000

Substantially all of USFEGs electric plant in service is mortgaged under indentures relating to Duke Energy Carolinas Progress Energy Carolinas Progress

Energy Floridas Duke Energy Ohios and Duke Energy Indianas various series of First Mortgage Bonds

COMMERCIAL POWER

The following table provides information related to Commercial Powers electric generation stations as of December 31 2012 The MW displayed in the table

below are based on summer capacity

Total MW Owned MW

Facility Capacity Capacity Plant Type Primary Fuel Location Ownership Interest

Duke Energy Ohio

Stuartiiibi0i 2308 900 Fossil Steam Coal OH 39%

Zimmer1 1300 605 Fossil Steam Coal OH 46.5

Hanging Rock 1226 1226 Combined Cycle Gas OH 100

Beckiord1 1024 765 Fossil Steam Coal OU 74.7

Miami Fort Units and 8Y 1000 640 Fdssil Steam Coal OH 64

Conesville1 780 312 Fossil Steam Coal OH 40

Washington 617 617 Combined Cycle Gas OH 100

Fayette
614 614 Combined Cycle Gas PA 100

KiIenu 600 198 Fossil Steam Coal OH 33

Lee 568 568 Combustion Turbine Gas 100

Beckiord 188 188 Combustion Turbine Oil OH 100

Oicks Creek 136 136 Combustion Turbine Gas OH 100

Miami Fort 56 56 Combustion Turbine Oil OH 100

Total Duke Energy Ohio 10411 6825
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Total MW Owned MW

Facility Capacity Capacity Plant Type Primary Fuel Location Ownership Interest

Duke Energy Renewables

Los Vientos Windpower II 202 202 Renewable Wind 1X 100

Los Vientos Windpower 200 200 Renewable Wind TX 100

Top of the World 200 200 Renewable Wind WY 100

Notrees 153 153 Renewable Wind TX 100

Campbell Hill 99 99 Renewable Wind WY 100

North Allegheny 70 70 Renewable Wind PA 100

Laurel Hill Wind Energy 69 69 Renewable Wind PA 100

Ocotillo 59 59 Renewable Wind TX 100

Kit Carson 51 51 Renewable Wind CO 100

Silver Sage 42 42 Renewable Wind WY 100

Happy Jack 29 29 Renewable Wind WY 100

Shirley 20 20 Renewable Wind WI 100

Bagdad 15 15 Renewable Solar AZ 100

Washington White Post 12 12 Renewable Solar NC 100

TX Solar 14 14 Renewable Solar TX 100

Black Mountain Renewable Solar AZ 100

Other small sQar 25 25 Renewable Solar Various 100

Total
Duke_Energy_Renewablos 1269 1269

Total Commercial Power 11686 8094

Totals by plant type

Fossil Steam 7012 3420

Combined Cycle 2457 2457

Combustion Turbine 948 948

Renewable 1269 1269

Total Commercial Power 11686 8094

These generation facilities are ointly owned by Duke Energy Ohio and subsidiaries of American Electric Pnwer Company Inc and/or The AES Corpnratinn

bI Station is nnt operated by Duke Energy Ohio

Ic These generatioo facilities were dedicated undir the ESP through December 31 2011

In addition to the above facilities Commercial Power owns an equity interest in the 585 MW capacity Sweetwater wind projects located in Texas the 299 MW

capacity DS Cornerstone wind projects located in Kansas and the 13 MW capacity INDU Solar Holding JV Commercial Powers share in these projects in 440 MW

INTERNATIONAL ENERGY

The following table provides adCitional information related to International Energys electric generation stations as of December 31 2012 The MW displayed in

the table below are based on summer capacity

Total MW Owned MW

Facility

_________ _______________
Capacity Capacity Primary Fuel location Ownership Interest

Paranapanema 2258 2073 Water Brazil 92%

Egenor 622 622 Water/Diesel Peru 100

Cerros Colorados 516 524 Water/Gas Argentina 91

DEl Chile 380 380 Water/Diesel/Gas Chile 100

DEl El Salvador 328 296 Oil/Diesel El Salvador 90

DEl Guatemala 356 356 Oil/Diesel/Coal Guatemala 100

Electroquil 192 163 Diesel Ecuador 85

Aguaytia 170 170 Gas Peru 100

Total International Energy 4882 4584

Includes Canoas and
II

which is jointly nwneri by Duke Energy and Companhia Brasileira de Aluminio as well an Duke Energys wholly owned Palmeiras small hydru plant

International Energy also owns 25% equity interest in NMC In 2012 NMC produced approximately 900000 metric tons of methanol and in excess of million

metric tons of MTBE Approximately 4D% of methanol is normally used in the MTBE production

OTHER

Duke Energy owns approximately 5.2 million square feet and leases 2.9 million square feet of corporate regional and district office space spread throughout its

service territories and in Houston Texas
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ITEM LEGAL PROCEEDINGS

For information regarding legal proceedings including regulatory
and environmental matters see Note to the Consolidated Financial Statements Regulatory

Matters and Note to the Consolidated Financial Statements Commitments and Contingencies Litigation
and Commitments and Contingencies

Environmental

Brazilian Regulatory Citations In September 2007 the State Environmental Agency of Parana lAP assessed seven fines against Duke Energy International

Geracao Paranapenema S.A DEIGP totaling $15 million for failure to comply with reforestation measures allegedly required by state
regulations

in Brazil On

January 14 2010 DEIGP received notice that one of the fines was subsequently increased on grounds that DEIGP is an alleged repeat offender however in 2012

the decision to increase the amount of that fine was reversed DEIGP filed administrative appeals with respect to all the fines Between 2009 and 2012 four of the

fines in the total amount of $9 million were udged to be valid in the administrative courts DEIGP challenged those administrative rulings in the Brazilian state

courts by filing judicial
actions for annulment and also requested that its payment obligations be enjoined pending resolution on the merits In one of the four cases

the court granted DEIGPs request for injunction and subsequently ruled on the merits in favor of DEIGP The plaintiff
filed an appeal In two of the four cases the

court granted DEIGPs request for injunction and decision on the merit is pending In the fourth case DEIGPs request for injunction was denied howeve DEIGP

was granted permission to deposit the total amount of the fine in the court registry and to suspend entry of the debt in the state tax liability roster

Additionally DEIGP was assessed three environmental fines by the Brazilian federal environmental enforcement agency Brazil Institute of Environment and

Renewable Natural Resources IBAMA totaling approximately $imillion for improper maintenance of existing reforested areas DEIGP believes that it has properly

maintained all ref orested areas and has challenged these assessments

ITEM MINE SAFETY DISCLOSURES

This is not applicable
for any of the Duke Energy Registrants
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ITEM MARKET FOR REGUSTRANTS COMMON EQUITV RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF

EQUITY SECURITIES

Duke Energys common stock is listed for trading on the New York Stock Exchange NYSE ticker symbol DUK As of February 25 2013 there were

approximately 189580 common stockholders of record

2012 2011

Stock Price Stock Price

Range Rangei

Dividends DWidends

Declared Declared

Per Sharetbi High Low Per Shareibi
High Low

First Quarter
$0.150 $66.33 $62.01 $0735 $55.44 $52.08

Second Quarteri
1.515 10.20 60.51 1.485 .58.50 53.85

Third Quarter
69.81 63.03 60.63 50.61

Fourth Quarter
0.165 65.90 59.63 0.75 66.36 57.51

Stock prices represent the intra-day high and low stock price

On July 2012 immediately prior to the clcse of the merger with Progress Energy Duke Energy executed one-for-three reverse stock split All per share amounts included in the above table are preseoted as if the one-tsr
threo reverse stock split had been effective st the beginning of the earliest period presented

Ic Dividends
in

June 2012 increased from $0.15 per share to $0765 per share and dividends in June 2011 increased from $0735 per share to $0.75 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 Energys operating subsdiaries have certain restrictions on their

ability to transfer funds in the form of dividends or loans to Duke Energy

Securities Authorized for Issuance Under Equity Compensation Plans

See Liquidity and Capital Resources within Managements Discussion

and Analysis of Financial Condition and Results of Operations for further

information regarding these restrictions and their impacts on Duke Energys

liquidity

Duke Energy will provide Information that is responsive to this Item in its definitive
proxy statement or in an amendment to this Annual Report not later

than 120 days after the end of the fiscal year covered by this Annual Report in either case under the caption Security Ownership of Certain Beneficial Owners and

Management and Related Stockholder Matters and possibly elsewhere therein That information is incorporated in this Item by reference

Issuer Purchases of Equity Securities for Fourth Quarter of 2012

There were no repurchases of equity securities
during the fourth quarter of 2012

Common Stock Data by Quarter
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Stock Performance Graph

The performance graph below illustrates five year comparison of cumulative total returns of Duke Energy Corporation common stock as compared with the

Standard Poors SP 500 Stock Index and the Philadelphia Utility Index for the 5-year period
2007 through 2012

This performance graph assumes an initial investment of $100 invested on December 31 2007 in Duke Energy common stock in the SP 500 Stock Index and

in the Philadelphia Utility Index and that all dividends are reinveted

$150

$130

$110

$90

$70

$50

2007 2008 2009 2010 2011 2012

--Duke Energy Corporation .--- SP 500 Index Philadelphia Utility Index

NYSE CEO Certification

Duke Energy has filed the certification of its Chief Executive Officer and Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 as

exhibits to this Annual Report on Form 10-K for the year ended December 31 2012
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ITEM SELECTED FINANCIAL DATA

inmiflions except
per-stare_amounts

2012 2011 2010 2009 2008

Statement of Operationsi

Totaloperatingrevenues 19624 $14529 $14272 $12731 $13207

Operating income 3126 2777 2461 2249 2511

Income from continuing operations 1146 1713 1320 1013 1275

Net income 1182 1114 1323 1085 1358

Net income attributable to Duke Energy Corporation 1168 1706 1320 1075 1362

Common Stock Data

Income from continuing operations attributable to Duke Energy Corporation common shareholder

Basic 3.01 3.83 2.99 2.46 3.03

Diluted 3.01 3.83 2.99 2.46 3.03

Net income attributable to Duke Energy Corporation common shareholders

Basic 3.01 3.83 3.00 2.49 3.23

Diluted 3.01 3.83 3.00 2.49 3.22

Dividends declared per share 3.03 2.97 2.91 2.82 2.70

Balance Sheet

Total assets 113856 $62526 $59090 $57040 $53077

Long-term debt including capital leases VIEs and redeemable preferred stock of subsidiaries less current maturities 36444 18619 17935 16113 13250

Significant transactions reflected in the resuIt above include Ii the 2012 merger with Progress Energy and 2012 and-2011 pre-tan impairment and ether charges related to the Edwardspnrt IGCC project see Note tn the

consolidated Financial Statements Regulatoiy Matters and Ii 2010 impairment at gnodwit and uther assets see Note 12 to the Corsotidated Financial Statements Guodwill Intangible Assets and Impairments

lb On July 2012 immediately prior te the merger with Progress Energy Duke Energy enecuted nne-ter-three reverse stock split All share and earnings per share amnunts are presented as it the one-for-three reverse stuck

split had been effective at the beginning at the earliest perisd presented

ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Managements Discussion and Analysis includes financial information

prepared in accordance with generally accepted accounting principles GAAP

in the United States U.S as well as certain non-GAAP financial measures

such as adjusted earnings and adjusted earnings per share discussed below

Generally non-GAAP financial measure is numerical measure of financial

performance financial position or cash flows that excludes or includes

amounts that are included in or excluded from the most directly comparable

measure calculated and presented in accordance with GAAP The non-GAAP

financial measures should be viewed as supplement to and not substitute

for financial measures presented in accordance with GAAP Non-GAAP

measures as presented herein may not be comparable to similarly titled

measures used by other companies

The following combined Managements Discussion and Analysis of

Financial Condition and Results of Operations is separately filed by Duke Energy

Duke Energy Carolinas Progress Energy Progress Energy Carolinas Progress

Energy Florida Duke Energy Ohio and Duke Energy Indiana However none of the

registrants makes any representation as to information related solely to Duke

Energy or the Subsidiary Registrants of Duke Energy other than itself

DUKE ENERGY

Duke Energy Corporation collectively with its subsidiaries Duke Energy

is an energy company headquartered in Charlotte North Carolina Duke

Energy operates in the United States iU.S primarily through its wholly owned

subsidiaries Duke Energy Carolinas LLC Duke Energy Carolinas Carolina

Power Light Company d/b/a Progress Energy Carolinas Inc Progress Energy

Carolinas Florida Power Corporation d/b/a Progress Energy Florida Inc

Progress Energy Florida Duke Enery Ohio Inc Duke Energy Ohio and Duke

Energy Indiana Inc Duke Energy Indiana as well as in Latin America through

International Energy

When discussing Duke Energys consolidated financial information it

necessarily includes the results of its six separate subsidiary registrants Duke

Energy Carolinas Progress Energy Ini Progress Energy Progress Energy

Carolinas Progress Energy Florida Duke Energy Ohio and Duke Energy Indiana

collectively referred to as the Subsidiary Registrants which along with Duke

Energy are collectively referred to as the Duke Energy Registrants

On July 2012 Duke Energy merged with Progress Energy with Duke

Energy continuing as the surviving corporation and Progress Energy becoming

wholly owned subsidiary of Duke Energy Progress Energy Carolinas and

Progress Energy Florida Progress Energys regulated utility subsidiaries

are now indirect wholly owned subsidiaries of Duke Energy Duke Energys

consolidated financial statements include Progress Energy Progress Energy

Carolinas and Progress Energy Florida activity from July 2012 forward

Managements Discussion and Analysis should be read in conjunction

with the Consolidated Financial Statements and Notes for the years ended

Decmber31 2012 2011 and 2010

EXECUTIVE OVERVIEW

Merger with Progress Energy

On July 2012 Duke Energy completed the merger contemplated by the

Agreement and Plan of Merger Merger Agreement among Diamond Acquisition

Corporation North Carolina corporation and Duke Energys wholly owned

subsidiary Merger Sub and Progress Energy Inc Progress Energy North

Carolina corporation engaged in the regulated utility business of generation

transmission and distribution and sale of electricity in portions of North

Carolina South Carolina and Florida As result of the merger Merger Sub

was merged into Progress Energy and Progress Energy became wholly owned

subsidiary of Duke Energy

The merger between Duke Energy and Progress Energy provides increased

scale and diversity with potentially enhanced access to capital over the long

term and greater ability to undertake the significant construction programs

necessary to respond to increasing environmental regulation plant retirements

and customer demand growth Duke Energys business risk profile is expected

to improve over time due to the increased proportion of the business that is

regulated Additionally cost savings efficiencies and other benefits are expected

from the combined operations
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Immediately preceding the merger Duke Energy completed one-for-three

reverse stock split with respect to the issued and outstanding shares of Duke

Energy common stock The shareholders of Duke Energy approved the reverse

stock split at Duke Energys special meeting of shareholders held on August 23

2011 All share and per share amounts presented herein reflect the impact of

the one-for-three reverse stock split

Progress Energys shareholders received 0.87083 shares of Duke Energy

common stock in exchange for each share of Progress Energy common stock

outstandingas of July 22012 Generally all outstanding Progress Energy

equity-based compensation awards were converted into Duke Energy equity-

based compensation awards using the same ratio The merger wasstructured

as tax-free exchange of shares

For additional information on the details of this transaction including

regulatory conditions and accounting implications see Note to the

Consolidated Financial Statements cquisitions and Dispositions of

Businesses and Sales of Other Assets

2012 Financial Results

The following table summarizes adjusted earnings and net income

attributable to Duke Energy for the years ended December 31 2012 2011

and 2010

Years Ended December 31

2012 2011 2010

in millions Per Per Per

except per diluted diluted diluted

share amounts Amount share Amount share Amount share

Adjusted

earnings11 $2483 $4.32 $1943 $4.38 $1882 $4.29

Net income

attributable to

Duke Energy $1168 $3.01 $1706 $3.83 $1320 $3.00

See Results of Operations below for Duke Energys defisitien sf adiusted earnings as well as

recsnciliatisn of this nsnGMP financial measure to net incsme attributable ts Duke Energy

Adjusted earnings increased from 2011 to 2012 primarily due to the

inclusion of Progress Energy results beginning in July 2012 and the impact of

the 2011 Duke Energy Carolinas rate cases Adjusted earnings increased from

2010 to 2011 primarily due to earnings attributable to Duke Energys ongoing

modernization program and increased results at International Energy net of less

favorable weather and higher operating expenses

Net income for the year ended December 31 2012 includes pretax

impairment and other charges of $628 million related to the Edwardsport

integrated gasification combined cycle IGCC project and costs to achieve

the Progress Energy merger of $636 million Net income for the year ended

December 31 2011 includes
pretax impairment charges of $222 million

related to the Edwardsport IGCC project and $79 million to write down the

carrying value of excess emission allowances held by Commercial Power to

fair value Net income for the year ended December 31 2010 was impacted

by goodwill and other impairment charges of $660 million primarily
related

to the nonregulated generation operations in the Midwest and gains on the

sale of assets of $248 million related to the sale of Q-Comm and the sale of

50 percent interest in Duke Net

See Results of Operations below for detailed discussion of the

consolidated results of operations as well as detailed discussion of financial

results for each of Duke Energys reportable business segments as well as Other

2012 Areas of Focus and Accomplishments

Regulatory Approvals Related to the Merger with Progress Energy

In June 2012 the FERC and NCUC conditionally approved Duke Energys

merger with Progress Energy On July 2012 Duke Energy successfully closed

the merger with Progress Energy See Note to the Consolidated Financial

Statements iquisitions and Dispositions of Busioesses and Sales of Other

Assets for further discussion related to the merger with Progress Energy

Completion and Placing in Serviceof Major Capita Projects In

2012 U.S Franchised Electric and Gas USFEG made
significant progress

toward advancing its fleet modernization program Duke Energy Carolinas has

invested approximately $3.5 billion through 2012 in three key generation fleet

modernization projects with approximately 2065 megawatts MW of capacity

In 2012 Duke Energy Carolinas placed its 620 MW Dan River combined cycle

natural gas-fired generation facility and ts 825 MW coal-fired Cliffside Unit

in service1 completing its portion of the fleet modernization program

Progress Energy Carolinas has invested approximately $1.1 billion through

2012 in three key generation
fleet modernization projects with approximately

2140 megawatts MW of capacity In 2012Progress Energy Carolinas placed

in service the second of these projects the 920 MW Lee combined cycle natural

gas-fired generation facility and continued to construct the 625 MW combined cycle

natural gas-fired generation Sutton facility which is 64% complete at December 31

2012 The Sutton projectis scheduled to be placed in service in 2013

DukeEnergy Indiana has invested approximately $3.4 billion through

2012 in its generation fleet modernization project the 618 MW Edwardsport

IGCC plant whichis 99% complete at December31 2012 In 2012 Duke

Energy Indiana experienced cost pressures and regulatory scrutiny related

to the Edwardsport 10CC project As result Duke Energy Indiana recorded

additional pro-tax impairment and other charges of approximately $628 million

This project is scheduled to be placed in service during 2013 See Note to the

Consolidated Financial Statements Regulatory Matters for further discussion

of the Edwardsport 10CC project

In 2012 Commercial Power completed five new wind farms and three

solar farms totaling approximately 800 MW of which 150 MW were contributed

to joint venture with Sumitomo Corporation of America

Obtaining Constructive Regulatory Outcomes In 2012 Duke Energy

successfully filed three rate cases in North Carolina and Ohio including

Progress Energy Carolinas first request for base rate increase in 25years

In the fourth
quarter of 2012 Duke Energy reached settlement

agreement with the NCIJC the North Carolina Public Staff and the North

Carolina Department of Justice NCDOJ regarding the NCUCs and NCDOJs

investigations into the post-merger CEO change The settlement agreements

resolve all matters related to the NCUC and NCDOJ investigations

On December 27 2012 the Indiana Utility Regulatory Commission IURC

approved settlement agreement finalized in April 2012 between Duke Energy

Indiana the OIJCC the Duke Energy Indiana Industrial Group and Nucor Steel-

Indiana on the cost increase for the construction of the project The settlement

agreement as approved caps costs to be reflected in customer rates at

$2.595 billion including estimated financing costs through June 30 2012

2013 Objectives

Duke Energy will focus on obtaining constructive regulatory outcomes

related to its pending and planned rate cases achieving intended savings and

efficiencies from its merger with Progress Energy successfully managing the

Crystal River Unit retirement and related regulatory proceedings completing

the remaining major capital projects in its fleet modernization program and

optimizing nuclearfleet performance

Obtaining Constructive Regulatory Outcomes The significant majority

of Duke Energys future earnings are anticipated to be contributed from USFEG

which consists of Duke Energys regulated businesses Duke Energy has several

ongoing rate cases and other regulatory proceedings in North Carolina Ohio and

Indiana Later in 2013 Duke Energy Carolinas and Progress Energy Carolinas

will file additional rate cases in South Carolina Duke Energy expects resolution

of these cases in 2013 or early 2014 These planned rates cases are needed

In 2012 Duke Energy was focused on managing regulatory approvals

related to the merger with Progress Energy completing its remaining major

capital projects and obtaining constructive regulatory outcomes
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to recover investments in Duke Energys ongoing infrastructure modernization

projects and operating
costs Planning for and obtaining favorable outcomes

from these regulatory proceedings are key factors in achieving Duke Energys

long-term growth assumptions

Achieving Intended Merger Cost Savings and Efficiencies Duke

Energy is taking disciplined and systematic approach to merger integration

work Duke Energy is on track to achieve intended savings.and effitiencies In

addition through the efficient joint dispatch of the Duke Energy Carolinas and

Progress Energy Carolinas generation fleets Duke Energy is ahead of schedule

in achieving fuels savings for customers in the Carolinas achieving $52 million

in fuel costs during
thefirst six months following the merger.These savings are

passed to customers

Management of Cysta River Unit Retirement On February 2013

following
the

completion
of comprehensive analysis Duke Energy announced

its intention to retire Crystal River Unit Duke Energy concluded that it did not

have high degree of confidence that repair could be successfully completed and

licensed within estimated costs and schedule and that was in the best interests

of Progress Energy Floridas customers and joint owners and Duke Energys

investors to retire the unit Progress Energy Florida developed initial estimates

of the cost to decommission the plant during its analysis of whether to repair

or retire Crystal River Unit With the final decision to retire Progress Energy

Florida is working to develop comprehensive decommissioning plan which

will evaluate various decommissioning options and costs associated with each

option
The plan will determine resource needs as well as the scope schedule

and other elements of decommissioning Progress Energy Florida intends to use

safe storage SAFSTOR option for decommissioning Generally SAFSTOR involves

placing the facility into safe storage configuration requiring limited staffing to

monitor plant conditions until the evertual dismantling anddecontamination

activities occur usually in 4Oto 60 years This decommissioning approach is

currently utilized at number of retired domestic nuclear power plants and is

one of three generally accepted approaches to decommissioning required by
the

NRC Additional specifics about the decommissioning plan are being developed

Also on February 2013 Progress Energy Florida announced it and NElL had

accepted the mediators proposal whereby NEIL will pay Progress Energy Honda

an additional $530 million Along with the $305 million which NEIL previously paid

Progress Energy
Florida will receive total of $835 million in insurance proceeds

Progress Energy Florida expects that te FPSC will review the prudence of the

retirement decision in Phase of the Crystal River Unit delamination regulatory

docket Progress Energy Florida has also asked the FPSC to review the mediated

resolution of insurance claims with NEIL as part
of Phase of thisregulatory

docket Phase and Phase hearings have been tentatively scheduled to begin on

June 19 2013

Completing Remaining Major Capital Projects Duke Energy

anticipates total capital expenditures of $5.9 billion to $6.3 billion in 2013

Approximately $1.1 billion of these expenditures are related to expansion and

growth projects including but not limited to the Edwardsport IGCC plant
and

the Sutton combined cycle facility Following the completion of the Sutton

and Edwardsport facilities in 2013 the major components of Duke Energys fleet

modernization program will be complote The fleet modernization program will

permit Duke Energy to retire up to 6f 00 MW of older less-efficient coal-fired

units by 2015 with approximately 3800 MW retired by the end of 2013

Optimizing Nuclear Fleet Performance In 2012 Duke Energys

nuclear fleet achieved capacity factor over 90 percent excluding Crystal River

Unit Duke Energy will continue to k3verage best practices across the nuclear

fleet to maintain and improve the performance of the fleet To meet this goal

targeted investments to increase overall fleet performance and to meet the

NRCs Fukushima-related requiremeritsotaling $825 million are planned over

the next three years

Economic Factors for Duke Eneigys Business

which varies with weather conditionsand behavior patterns general business

conditions and the cost of energy services Various regulatory agencies approve

the prices
for electric service within their respective jurisdictions

and affect

Duke Energys ability to recover its costs from customers

Declines in demand for electricity as result of economic downturns

reduce overall electricity sales and have the potential
to lessen Duke Energys

cash flows especially if
retail customers reduce consumption of electricity

weakening economy could also impact Duke Energys customers ability to pay

causing increased delinquencies slowing collections and leading to higher than

normal levels of accounts receivables bad debts and financing requirements

portion of USFEGs business risk is mitigated by its regulated allowable rates

of return and recovery of fuel costs under fuel adjustment clauses

If negative market conditions should persist over time and estimated

cash flows over the lives of Duke Energy individual assets including

goodwill do not exceed the carryingvalue of those individual assets asset

impairments may occur in the future under existing accounting rules and

diminish results of operations change in managements intent about the

use of individual assets held for use versus held for sale could also result

in impairments or losses Duke Energy evaluates the carrying amount of its

recorded goodwill
for impairment on an annual basis as of August31 and

performs interim impairment tests if triggering event occurs that indicates it

is not more likely than not that the fair value of reporting unit is less than its

carrying value For further information on key assumptions that impact Duke

Energys goodwill impairment assessments see Critical Accounting Policy for

Goodwill Impairment Assessments and Note 12 to the Consolidated Financial

Statements Goodwill Intangible Assets and Impairments

Duke Energys goals for 2013 and beyond could also be substantially

at risk due to the regulation of its businesses Duke Energys businesses in

the U.S are subject to regulation on the federal and state level Regulations

applicable to the electric power industry have significant impact on the nature

of the businesses and the manner in which they operate USFEG has four

outstanding
rate cases and plans to initiate two additional rate cases in 2013

New legislation and changes to regulations are ongoing including anticipatol

carbon legislation and Duke Energy cannot predict the future course of changes

in the regulatory or political environment or the ititimate effect that any such

future changes will have on its business

Duke Energys earnings are impacted by fluctuations in comrrodity

prices Exposure to commodity prices generates higher earnings volatility in

the unregulated businesses To mitigate these risks Duke Energy enters into

derivative instruments to effectively hedge some but not all known exposures

Additionally Duke Energys investments and projects located outside of

the U.S expose Duke Energy to risks related to laws of other counttles 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 Energys future results

Duke Energy also relies on access to both short-term money markets and

longer-term capital
markets as 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 Energys ability to implement its

strategy Market disruptions or downgrade of Duke Energys credit rating

may increase its cost of borrowing or adversely affect its ability to access one

or more sources of liquidity For further information related to managements

assessment of Duke Energys risk factors see Item 1A Risk Factors

RESULTS OF OPERATIONS

In this section Duke Energy provides analysis and discussion of earnings

and factors affecting earnings on both GAAP and non-GAAP basis

Management evaluates financial performance in part based on the

non-GAAP financial measure Adjusted earnings and Adjusted diluted earnings

per share EPS which is measured as income from continuing operations

after deducting income attributable to noncontrolling interests adjusted for the

dollar and per share impact of special items and the mark-to-market impacts

of economic hedges in the Commercial Power segment Special items represent

The historical and future trends of Duke Energys operating results have

been and will be affected in varying degmes by number of factors including

those discussed below Duke Energys revenues depend on customer usage
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certain charges and credits which management believes will not be recurring

on regular basis although it is reasonably possible such charges and credits

could recuc Mark-to-market adjustments reflect the mark-to-market impact

of dervative contracts which is recognized in GA.AP
earnings immediately as

such derjvative contracts do not qualify for hedge accounting or regulatory

accounting treatment used in Duke Energys hedging of portion of economic

value of its generation assets in the Commercial Power segment The economic

value of the
generation assets is subject to fluctuations in fair value due to

market price volatility of the input and output commodities e.g coal power

and as such the economic hedging involves both purchases and sales of those

input and output commodities related to the
generation assets Because the

operations of the generation assets are accounted for under the accrual method

management believes that excluding the impact of mark-to-market changes

of the economic hedge contracts from operating earnings until settlement

OVERVIEW

better matches the financial impacts of the hedge contract with the portion of

economic value of the underlying hedged asset Management believes that the

presentation of adjusted earnings and adjusted diluted EPS prOvides useful

information to investors as it provides them an additional relevant comparison

of Duke Energys performance across periods Management uses this non-GAAP

financial measure for planning and
forecasting and for reporting results to the

Board of Directors employees shareholders analysts and investors concerning

Duke Energys financial performance The most directly comparable GAAP

measure for Adjusted earnings and Adjusted diluted EPS is Net Income and

Diluted EPS attributable to Duke Energy common shareholders which includes

the dollar and pershare impact of special items the mark-to-market impacts

of economic hedges in the Commercial Power segment and discontinued

operations

in millions except per share amounts

Adjusted earnings

Edwardsport charges

Costs to achieve
mergers and acquisitions

Economic hedges mark-to-market

Democratic National Convention host committee support

Employee severance and office consolidation

Emission allowance impairment

Goodwill and other asset impairments

Litigation reserves

Asset sales

Income from discontinued operations

Net income attributable to Duke Energy

The variance in adjusted earnings for the year ended December 31 2012

compared to the
year ended December 31 2011 was primarily due to

The inclusion of Progress Energy results beginning in July 2012 and

Increased retail pricing and riders primarily resulting from the

implementation of revised rates in North Carolina and South Carolina

Partially offset by

Unfavorable weather in 2012 compared to 2011

Higher depreciation and amortization expense

Lower nonregulated Midwest coal generation results and

Incremental shares issued to complete the
Progress Energy merger

impacts per share diluted amounts only

The variance in
adjusted earnings for the

year ended December 31 2011

compared to the year ended December 31 2010 was primarily due to

Increased
earnings associated with major construction projects at

USFEC

Effect of 2010 Duke Energy Foundation funding

Increased results in Brazil due to higher average contract prices

Segment Results

________
Years Ended December 31

________

2012 2011 2010

Per Per Per

diluted diluted

Amount share Amount share

$1943 $4.38 $1882 $4.29

135 0.30

51 0.12 1/ 0.04

0.01 21 0.04

1051 0.24

511 0.12

16021 1.37

116 0.04

154 0.35

36 0.06
0.01

$1168 $3.01 $1706 $3.83 $1320 $3.00

In 2012 management began evaluating segment performance based

on segment income Segment income is defined as income from
continuing

operations net of income attributable to
noncontrolling interests Segment

income as discussed below includes intercompany revenues and expenses

that are eliminated in the Consolidated Financial Statements In conjunction

The following table reconciles Adjusted earnings to Net income attributable to Duke Energy and Adjusted diluted EPS to Diluted EPS attributable to Duke Energy
amounts are net of tax

diluted

Amount share

$2483

402

397

60

4.32

0.10

0.10

0.01

0.01

0.11

Increased
earnings from National Methanol Company NMC

Lower corporate governance costs

Increased results in Peru due to additional capacity revenues and an

arbitration award and

Increased results in Central America due to higher average prices and

volumes

Partially offset
by

Less favorable weather in 2011 compared to 2010 at USFEG

Increased
operation and maintenance costs at USFEG and

Lower volumes as result of customer
switching in Ohio net of

retention by Duke Energy Retail Sales LLC Duke Energy Retail at

Commercial Power
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with managements use of the new reporting measure certain governance to investors as it provides them with an additional relevant comparison of

costs that were previously
unallocated have now been allocated to each of the segments performance across periods

segments In addition direct interest expense and income taxes are included The most directly comparable GAAP measure for adjusted segment

in segment income Prior year financial information has been recast to conform income is reported segment income which represents segment income from

to the current year presentation None of these changes impacts the reportable continuing operations including any special items and the mark-to-market

operating segments or the Duke Energy Registrants previously reported impact of economic hedges in the Commercial Power segment

consolidated revenues net income or EPS
See Note to the Consolidated Financial Statements Business

Management also uses adjusted segment income as measure of Segments for discussion of Duke Energys segment structure

historical and anticipated future segment and Other performance Adjusted
Duke Energys segment income and adjusted segment income may not

segment income is Non-GAAP financial measure as it is based upon
be comparable to similarly titled measures of another company because other

segment income adjusted for special items and the mark-tomarket impact entities may not calculate segment income or adjusted segment income in

of economic hedges in the Commercial Power segment Management believes the same manner The following tables reconcile adjusted segment income to

that the presentation
of adjusted segment income provides

useful information segment income and detailed discussions follow

Year Ended December 31 2012
_____________

Total

Commercial International Reportable
Duke

in millions except per share amounts
USFEG Power Energy Segments Other Energy

Adjusted segment
income

$2086 $93 $439 $2618 $135 $2483

Edwardsport impairment and other charges
402 402 402

Costs to achieve mergers
and acquisitions

391 391

Mark-to-market impact of economic hedge

Democratic National Convention Host Committee support

Employee severance and office consolidation
60

60 60

Segmentincorire
$1144 $81 $439 $2210 $538 $1132

Income from discontinued operations

36

Net income attributable to Duke Energy

$1168

Year Ended December 31 2011
________________

Total

Commercial International Reportable
Duke

in millions except per
share amounts

USFEG Power Energy Segments Other Energy

Adjusted segment
income

$1316 $186 466 $1968 25 $1943

Edwardsport impairment
and other charges

135
135 135

Emission allowance impairment

51 51 51

Costs to achieve mergers and acquisitions

51 51

Mark-tn-market impact nf ecnnnmic hedges

Segment income
$1181 $134 $466 $1781 76 $1705

Income from discontinued operations

Net income attributable to Duke Energy

$1706

Year Ended December 31 2010

Total

Commercial International Reportable
Duke

in millions except per
share amounts

USFEG Power Energy Segments Other Energy

Adjusted segment income
$1380 $254 $305 $1939 51 $1882

Goodwill and other asset impairments
602 602 602

Employee severance and office consolidation

105 105

Costs to achieve mergers
and acquisitions

17 17

Litigation reserves

16 16

Mark-to-market impact of economic hedges
21 21 21

Assetssales

154 154

Segment income
________________________________

$1380 327 $305 $1358 41 $1317

Income from discontinued operations

Net income attributable to Duke Energy

$1320

The remaining information presented through this discussion of results of operations is presented on GAAP basis
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U.S Franchised Electric and Gas

U.S Franchised Electric and Gas includes the regulated operations of Duke Energy Carolinas Progress Energy Carolinas Progress Energy Florida Duke Energy

Ohio and Duke Eeri Indiana

Years Ended December 31

Year Ended December 31 2012 as Compared to December 31 2011

Operating Revenues

The variance was driven primarily by

$4918 million increase in operating revenues due to the inclusion of

Progress Energy operating revenues beginning in July 2012

$352 million net increase in retail pricing and rate riders primarily

due to revised retail rates resulting from the 2011 North Carolina and

outh Carolina rate cases implemented in the first quarter of 2012 and

evenues recognized for energy efficiency programs and

$293 million increase in fuel revenues including emission

allowances driven primarily by higher revenues in Ohio for purchases

of power as result of the new Ohio ESf higher fuel rates for

electric retail customers in all jurisdictions and higher revenues for

purchases of power in Indiana and the Carolinas partially offset by

decreased demand from electric retail customers in 2012 mainly due

to unfavorable weather conditions and lower demand and fuel rates in

Ohio and Kentucky from natural gas retail customers Fuel revenues

represent sales to retail and wholesale customers

Partially offsetting these increases was

$155 million decrease in electric and gas sales net of fuel to retail

customers due to unfavorable weather conditions in 2012 comparedto

2010

2011 For the Carolinas weather statistics for cooling degree days in

2012 were less favorable compared to 2011 while cooling degree days

in the Ohio and Indiana were favorable in 2012 compared to the same

period in 2011 For the Carolinas Ohio and Indiana weather statistics

for heating degree days in 2012 were unfavorable compared to 2011

Operating Expenses

The increase was driven primarily by

$3845 million increaØ in
operating expenses due to the inclusion of

Progress Energy operating expenses beginning in July 2012

$378 million increase due to an additional impairment and other

charges related to the Edwardsport IGCC plant that is currently under

construction See Note to the Consolidated Financial Statements

Regulatory Matters for additional information

$277 million increase in fuel expense including purchased power

and natural gas purchases for resale primarily related to higher

purchases of power in Ohio as result of the new Ohio ESl higher

volumes of natural gas used in electric generation higher coal prices

higher purchased power costs in Indiana and the Carolinas partially

offset by lower volume of coal used in electric generation resulting
from

unfavorable weather conditions and lower coal-fired generation due

to low natural gas prices lower prices for natural gas used in electric

generation and lower gas volumes and prices to full-service retail gas

customers and

Variance

2012vs

2011 2011

Variance

2011 vs

2010in millions 2012

0peratin revenues 16080 10619 5461 10597 22

Operating enpenses
12 8473 4470 8144 329

Gains on sales of other assets and other net 15 13

Operating income 3152 2148 1004 2458 310

Other income and expense net 341 274 61 278

Interest
expense

806 568 238 569

Income before income taxes 2687 1854 833 2167 313

Incometaxexpense 941 673 268 787 114

Less Income attributable to noncontrolling interest

Segment income 1744 1181 563 1380 199

Duke Energy Carolinas GWh saIes 81362 82127 765 85441 3314

Progress Energy Carolinas GWh saIesai 58390 56223 2167 59102 3419

Progress Energy Florida GWh saIesai 38443 39518 1135 43240 3662

Duke Energy Ohio GWh saIes 24344 24923 519 25519 596

Duke Energy Indiana GWh saes 33511 33181 396 34899 1718

Total USFEG GWh sales 236116 236032 84 248801 12769

Net proportional MW capacity in operation10 49654 27391 26869

al Gigawatt-hours GWO

Includes 421 GWh sales asssciated wdh interim firm power sale agreements Interim FERC Mitigation entered into as part of FERCs approval of the
merger with Progress Energy which are not included in thenperating

results in the table above torthe
yoar ended December 31 2012 See Note to the Cononlidated Financial Statements cquisitiens Dispesthoos and Sales of Other Assets for discussion at the Interim FERC Mitigation

Includes 571 GWO sales associated with the Interim FERC Mitigation which are not included in the operating results is thetable ahyee teryear ended December 31 2012 See Note tq the consolidated Financed

Statements Acquisitions Dispositions and Sales of Other Assets tur discussion of the Interim FERC Mihgation

dl All ot Progress Energy Carolinas GWh sales for the years ended December 312011 and December 31 2010 and 26634 GWh sales for the year ended Decomber 31 2012 occurred prior to the merger between Duke Energy

and Progress Energy

eI All of Progress Energy Flsridau GWh sales fortheyears ended December 31 2011 and December 31 2010 and 18348 GWh sales forthe year ended December 31 2012 occurred priorts the merger between Duke Energy

and Progress Energy

If Megawatt Mag
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$105 million increase in depreciation and amortization
primarily due

to increases in depreciion as result of additional plant in service

and amortization of regulatqry assets

Partially offsetting these increases was

$99 million decrease in
operating and maintenance expense primarily

due to the establishriienl of
regulatory assets in the first quarter of

2012 pursuant to
regulatory orders for future

recovery
of certain

employee severance cosrs related to the 2010
voluntary severance plan

and other costs and lower storm costs partially offset
by increased

costs associated with thn energy efficiency programs

Other Income and Expense net

The variance was driven
primarily by the inclusion of Progress Energy

other income and expenses beginning in
July 2012

Interest Expense

The variance was primarily Iriven by the inclusion of
Progress Energy

interest expense beginning in July 2012

Income Tax Expense

The variance is primarily dun to an increase in
pretax income The

effective tax rate for the
years ended December 31 2012 and 2011 was 35.0%

and 36.3% respectively

Segment Income

The variance resulted primarily from the inclusion of Progress Energy
results

beginning in July 2012 higher net retail pricing apd rate riders and

decreased
operating and maintenance expenses These positive impacts were

partially offset by the additional imnairment and other charges related to the

Edwardsport IGCC plant unfavorable weathe and increased
depreciation and

amortization

Year Ended December 31 2011 as Compared to December 31 2010

Operating Revenues

The variance was driven
primarily by

$230 million increase in rate riders and retail rates
primarily due

to the 2011 implementation of the North Carolina construction work

in progress CWIP ride thu save-a-watt SAW and demand side

management programs and the rider for the Edwardsport IGCC plant

$22 million increase in fuel revenues including emission allowances

driven
primarily by higher fuel rates for electric retail customers in all

jurisdictions and higher purchased power costs in Indiana partially

offset
by decreased demand from electric retail customers in 2011

compared to the same period in 2010 mainly due to less favorable

weather conditions lower demand and fuel rates in Ohio and Kentucky
from natural gas retail custcmers Fuel revenues represent sales to

retail and wholesale customers and

An $18 million net increase wholesale power revenues net of

sharing primarily due to additional volumes and charges for capacity

for customers served under ong-term contracts

Partially offsetting these increases was

$244 million decrease in GWh and thousand cubic feet Mcf sales

to retail customers due to less favorable weather conditions in 2011

compared to the same period in 2010 For the Carolina Ohio and

Indiana weather statistics fcr both heating degree days and
cooling

degree days in 2011 were unfavorable compared to 2010 The year

2010 had the most cooling degree days on record and December 2010

tied with December 1963 for the coldest December on record in the

Duke Energy Carolinas service area dating back to 1961

Operating Expenses

The variance was driven
primarily by

$204 million increase due to impairment charges which
primarily

relate to an additional impairment charge related to the Edwardsport

IGCC plant that is currently under construction See Note to the

Consolidated Financial Statements Regulatory Matters for additional

information and

$110 million increase in
operating and maintenance expenses

primarily due to higher non-outage costs at nuclear and fossil

generation stations higher storm costs increased scheduled outage

costs at nuclear
generation stations and increased costs related to the

implementation of the SAW program partially offset by 2010 litigation

settlement

Income Tax Expense

The income tax variance increase is
primarily due to an increase in

pretax

income The effective tax rate for each of the years ended December 31 2011

and 2010 was 36.3%

Segment Income

As discussed above the variance resulted
primarily from less favorable

weathe impairment charges higher operating and maintenance expenses and

higher income tax expense These
negative impacts were

partially offset
by overall

net higher retail rates and rate riders and higher wholesale power revenues

Matters Impacting Future USFEG Results

On December 27 2012 the IURC approved settlement agreement
between Duke Energy Indiana and certain intervenors to cap the construction

costs recoverable in retail rates The Edwardsport Generating Station

Edwardsport IGCC plant is scheduled to begin commercial operation in

mid-2013 USFEGs
earnings could be

adversely impacted by additional
delays

in the commencement of operations which may result in increased costs

USFEG currently has pending rate cases in North Carolina and Ohio

IJSFEG also plans to file rate cases in South Carolina before the end of 2013
These rate cases are needed to recover the costs of plant modernization and

other capital investments in generation transmission and distribution systems
as well as increased

expenditures for nuclear plants and personnel recovery of

costs associated with MGP sites vegetation management and other
operating

costs LJSFEGs
earnings could be adversely impacted if these rate cases are

denied or delayed by the NCUC PSCSC or PIJCO

In accordance with the terms of the 2012 FPSC Settlement Agreement with

consumer representatives and approved by the FPSC Progress Energy Florida

retains the sole discretion and flexibility to retire Crystal River Unit As result

of the decision to retire Crystal River Unit under the terms of the 2012 FPSC

Settlement Agreement Progress Energy Florida is allowed to recover all remaining

Crystal River Unit investments and to earn return on the Crystal River Unit

investments set at its current authorized overall cost of capital adjusted to

reflect return on equity set at 70 percent of the current FPSC authorized return

on
equity no earl4er than the first billing cycle of January 2017

Progress Energy

Florida expects that the FPSC will review the prudence of the retirement decision in

Phase of the Crystal River Unit delamination regulatory docket Progress Energy

Florida has also asked the FPSC to review the mediated resolution of insurance

claims with NEIL as part of Phase of this regulatory docket Phase and Phase

hearings have been
tentatively scheduled to begin on June 19 2013 USF

financial
condition and results of

operations could be adversely impacted if the

FPSC issues an unfavorable ruling
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The ability to integrate Progress Energy businesses and realize cost savings and any other synergies expected from the merger with Progress Energy could be

different from what USFEG expects and may have significant impact on USFEGs results of operations

Operating Revenues

The variance was driven primarily by

$285 million decrease in electric revenues from the coat-fired

generation assets driven primarily by the expiration of the 2009-2011

ESP which dedicated Commercial Powers coal-fired generation to

Duke Energy Ohios retail customers net of stability charge revenues

partially offset by the coal-fired generation
assets participating in the

PJM Interconnection LLC PIM wholesale energy market in 2012

$116 million decrease in electric revenues from Duke Energy Retail

Sales LLC Duke Energy Retail resulting from lower volumes and

unfavorable pricing

$39 million decrease in electric revenues from the gas-fired

generation
assets driven primarily by lower power prices partially

offset

by increased volumes

$27 million decrease in electric revenues from Duke Energy

Generation Services Inc DEGS excluding renewables due primarily

to the termination of certain operations
at the end of the first quarter of

2011 and reduction of coal sales volumes as result of lower natural

gas prices

An $18 million decrease in PJM capacity revenues related to lower

average cleared capacity auction pricing in 2012 compared to 2011 for

the gas-fired generation assets net of an increase associated with the

move of the coal-fired generation assets from Midwest Independent

Transmission System 0perato Inc MISO to PJM in 2012 and

An $8 million decrease in net mark-to-market revenues on non-qualifying

power and capacity hedge contracts consisting of mark-to-market losses

of $6 million in 2012 compared to gains of $2 million in 2011

Partially offsetting these decreases were

$64 million increase from participation in competitive retail load

auctions and

$17 million increase in electric revenues from higher production in the

renewables portfolio

Operating Expenses

The variance was driven primarily by

$140 million decrease in operating and maintenance expenses

resulting primarily from the prior year recognition of MISO exit fees

lower transmission costs prior year station outages and 2011

regulatory asset amortization expenses

An $88 milon decrease primarily from the 2011 impairment of excess

emission allowances as result of the EPAs issuance of the CSAPR

An $85 million decrease in fuel expenses from the gas-fired generation

assets driven by lower natural gas costs partially Qffset by higher

volumes

$19 million decrease in DEGS excluding renewables fuel used due

primarily to the termination of certain operations at the end of the first

quarter of 2011 and from lower natural gas prices

$15 million decrease due to the receipt of funds in 2012 related to

previously written off receivable associated with the Lehman Brothers

bankruptcy

$15 million decrease in purchased power to serve Duke Energy Retail

customers and

$13 million decrease in fuel used for the coal-fired generation assets

driven primarily by lower generation volumes

Commercial Power

Years Enided December 31

Vadance Variance

2012vs 2011vs

in millions
2012 2011 2011 2010 2010

Operating revenues
2018 2491 413 2448 43

Operating expenses
1981 2300 319 2734 434

Gains on sales xf other assets and other net 15

Operating
income

105 206 101 280 486

Other income and expense net
39 21 18 44 23

Interest
expense

63 87 24 68 19

Income before income taxes
81 140 59 304 444

Income tax
expense

22 24

Less Income attributable to noncontrolling interests

Segment income
81 134 41 327 461

Coal-fired plant production GWh 16164 17378 1214 19442 2064

Gas-fired plant production GWh 11122 12021 5101 7026 4995

Renewable plant production GWh 3452 3132 320 2286 846

Total Commercial Power production GWh 36138 32531 4207 28754 3777

Net proportional MW capacity in operation 8094 8325 231 8272 53

Year Ended December 31 2012 as Compared to December 31 2011
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Partially offsetting these decreases was

$54 million increase in purchase power to serve competitive retail

load auctions

Other Income and Expense net

The variance is primarily due the sale of certain DEGS operations and

higher equity earnings from the renewables portfolio

Interest Expense

The variance is primarily due to
higher capitalized interest on wind

construction projects

Income Tax Benefit Expense

The variance in tax benefit is primarily due to decrease in pretax

income The effective tax rate for the years ended December 31 2012 and 2011

was 9.5 and 1.4 respectivly

Segment Income

The variance is primarily attributable to lower revenues driven by the net

impact of the expiration of the 2009-2011 ESP and the impact of competitive

market dispatch for the Duke Energy Ohio coal-fired assets lower Duke Energy

Retail earnings and lower PJM capacity revenues These negative impacts were

partially offset by lower operating expenses lower impairment charges and

increased margins from the gas-fired generation assets

Year Ended December 31 2011 as Compared to December 31 2010

Operating Revenues

The variance was driven primarily by

$240 million increase in wholesale electric revenues due to higher

generation volumes net of lower pricing and lower margin earned from

participation in wholesale auctions in 2011 and

$53 million increase in renewable generatiQn revenues due to

additional renewable
generation

facilities
placed in service after 2010

and full year of operations for renewable generation facilities placed

in service throughout 2010

Partially offsetting these increases were

$178 miflion decrease in retoil electric revenues resulting from lower sales

vlumes driven by increased customer switching levels and unfavorable

weather net of higher retail pricing .under The ESP in 2011 and

$66 mdhon decrease in DIEGS revenues excluding renewables due

primarily to contract termination and plant maintenance

Operating Expenses

The variance was primarily driven by

$584 milbon decrease in impairment charges primarily related to

$660 million charge related to goodwill and nonregulated coal-fired

generation asset impairments in the Midwest in 2010 as compared to

$19 million impairment in 2011 to write down the carrying value of

excess emission allowances held to fair value as result of the EPAs

issuance of the Cross-State Air Pollution Rule CSAPR and $9 million

impairment of the Vermillion generation station in 2011 See Note 12

to the Consolidated Financial Statements Goodwill Intangible Assets

and Impairments for additional information and

$65 million decrease in retail fuel and purchased power expenses due

to lower generation volumes net of higher purchased power volumes in

2011 as compared to 2010

Partially offsetting these decreases were

$156 million increase in wholesale fuel expenses due to higher

generation volumes partially offset by favorable hedge realizations in

2011 as compared to 2010

$46 million increase in operating expenses resulting primarily from

the recognition of MISO exit fees higher maintenance expenses and

higher transmission costs partially offset by lower governance costs in

2011 compared to 2010 and

$30 million increase in mark-to-market fuel expense on non-

qualifying fuel hedge contracts consisting of mark-to-market losses of

$3 million in 2011 compared to gains of $27 million in 2010

Other Income and Expense net

The variance is primarily due to distributions from South Houston Green

Power received in 2010 which did not recur in 2011

Interest Expense

The variance is primarily due to lower capitalized interest on wind

construction projects

Income Tax Benefit Expense

The variance in pretax income was primarily due to non-deductible

goodwill impairment in 2010 The effective tax rates for the year ended

December 31 2011 and 2010 were 1.4% and 7.2% respectively

Segment Income

The variance is primarily attributable to lower goodwill generation and

other asset impairment charges higher wholesale margins due to increased

generation volumes and an increase in renewables generation revenues

These factors were partially offset by lower retail margins driven by customer

switching and unfavorable weather higher operating expenses resulting from

the recognition of MISO exit fees and increased maintenance expenses and net

mark-to-market losses on non-qualifying commodity hedge contracts in 2011

compared to gains in 2010

Matters Impacting Future Commercial Power Results

Changes or variability
in assumptions used in calculating the fair value

of the renewables reporting unit for goodwill testing purposes including
but

not limited to legislative actions related to tax credit extensions long-term

growth rates and discount rates cOuld significantly impact the estimated fair

value of the renewables reporting unit In the event of
significant

decline in

the estimated fair value of the renewables reporting unit goodwill and other

assetimpairment charges could be recorded The carrying value of goodwill

and intangible assets associated with proposed renewable projects within

Commercial Powers renewables reporting unit was approximately $108 million

at December 31 2012

The current low energy price projections as well as recently issued and

proposed environmental regulations pertaining to coal and coal-fired generating

facilities could impact future cash flows and market valuations of Commercial

Powers coal-fired generation assets which could lead to impairment charges
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International Energy

Years Ended December 31

Variance
Variance

2012vs 2Ollvs
in millions

2012 2011 2011 2010 2010
-----.- -- -.-

--

Operating revenues

$1549 1467 82 $1204 263
Operating expenses

1043 946 97 816 130
Losses on sales of other assets and other net

Operating income

506 520 14 385 135Other income and expense net
111 203 32 146 57

Interest expense 1647 29 11 24
Income before income taxes

601 676 15 460 216
Income tax

expense
149 195 46 143 52Less Income attributable to noncontrolling interests

13 15
12

Segment income

439 466 27 305 $161
Sales GWh

20132 18889 1243 19504 615Net proportional MW
capacity in operation

4584 4277 307 4203 /4

Year Ended December 31 2012 as Compared to December 31 2011 Income Tax Expense

The variance in tax expense is
primarily due to decrease in pretaxOperating Revenues

income The effective tax rate for the year ended December31 2012 and 2011
The variance was driven primarily by was 24.8% and 28.9% respectively

$53 million increase in Central America as result of higher volumes
Segment Income

due to full year of commercial operations of the Las Palmas II plant

and favorable hydrology The variance was primarily due to unfavorable exchange rates in Brazil

the prior year Peru arbitration award and lower margins in Central America$24 million increase in Peru due to higher average prices and
partially offset by higher average prices and volumes in Brazil and

higher
$10 million increase in

Argentina due to
higher volumes as result of average prices in Peru

favorable hydrology partially offset by unfavQrable exchange rates

Year Ended December 31 2011 as Compared to December 31 2010
Partially offsetting this increase was

Opera VngRevenues$7 million decrease in Brazil as result of unfavorable exchange

rates
partially offset by higher average prices and volumes The variance was driven

primarily by

$111 million increase in Central merica as result of higher average
Operating Expenses

prices and favorable hydrology
The variance was driven primarily by

$95 million incredse in Brazil due to favorable exchange rates and
$76 million increase in Central America due to higher fuel costs and higher average contract

prices and volumes and

consumption as result of increased dispatch

An $80 million increase in Peru due to higher average prices and
An $8 million increase in general and.administrative due to higher volumes and hydrocarbon prices

development costs labor and executive benefits and

Partially off sethng this increase was$7 million increase in Argentina as result of higher transmission

water royalty and purchased power costs $25 million decrease in Ecuador as result of lower
dispatch due to

new hydro competitor commencing operatiops and energy imports from
Other Income and Expense net Colombia

The variance was primarily driven by the absence of $20 million

Operating Expensesarbitration award in Peru

The variance was driven primarilyby
Interest Expense

$77 million increase in Central America due to higher fuel costs andThe variance was
primarily due to lower

capitalized interest in Central consumption as result of increased dispatch
America and Brazil as well as higher inflation partially offset by favorable

$56 million increase in Peru as result of higher fuel costs and
exchange rates in Brazil

consumption as result of increased dispatch and higher purchased

power and hydrocarbon royalty costs and

$25 million increase in Brazil as result of ijnfavorable exchange

rates higher purchased power and
provision for revenue tax audit
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Partially offsetting these increases was
Income Tax Expense

$27 million decrease in Ecuador due to lower fuel consumption as The variance is primarily
due to an increase in pretax

income The

result of lower dispatch and lower maintenance costs effective tax rate for the year
ended December 31 2011 and 2010 was 28.9%

and 31.1% respectively

Other Income and Expense net
Segment Income

The variance was primarily driven by $44 million increase in equity

earnings from NMC due to higher average prices partially offset by higher butane As discussed above the variance was primarily
due to favorable contract

costs and $20 million arbitration award in Peru prices and exchange rates in Brazil arbitration award and higher margins in Peru

favorable hydrology
in Central America and higher equity earnings at NMC

Interest Expense

The variance was primarily
result of inflation impact in Brazil and lower

interest expense in Central America due to prepayment of debt

Other

Years Ended December 31

Variance
Variance

2012vs 2Ollvs

in millions

2012 011 2011 2010 2010

Operating revenues

74 44 30 142 98

Operating expenses

104 133 571 389 256

Losses gains on sales of other assets and ther net

145 153

Operating
loss

631 97 540 102

Other income and expense net

16 49 33 126 77

Interest expense

291 151 140 136 21

Loss before income taxes

918 205 113 112 93

Income tax benefit

318 114 264 62 52

Less Loss attributable to noncontrolling
intirests

15 13

Net expen

Income Tax Benefit

The variance is primarily
due to an increase in pretax

loss The effective

tax rate for the years
ended December 31 2012 and 2011 was 41.1% and

56.0% respectively

Net Expense

The variance was due primarily to charges related to the Progress Energy

merger increased severance costs and higher
interest expense These negative

impacts were partially offset by higher income tax benefit due to increased net

expense and higher returns on investments that support benefit obligations in

2012 compared to 2011

Year Ended December 31 2011 as Compared to December 31 2010

Other Income and Expense net

The variance was driven primarily by
current year impairments and

prior year gains on sales of investments higher interest income recorded in

2011 following the resolution of certain income tax matters related to prior

years
and reversal of reserves related to certain guarantees Duke Energy had

issued on behalf of Crescent 102011 These negative impacts were partially

offset by higher
returns on investments that support benefit obligations in 2012

compared to 2011

Interest Expense

The variance was due primanil to higher debt balances as result of debt

issuances and the inclusion of Progress Energy interest expense beginning
in

July2012

Year Ended December 31 2012 as Compared to December 31 2011

Operating Revenues

The variance was driven primarily by higher premiums earned at Bison

Insurance Company Limited Bison as result of the addition of Progress Energy

and mark-to-market activity at Duke Energy Trading
and Marketing LLC DETM

Operating Expenses

The variance was driven primarily by charges related to the Progress

Energy merger increased severance costs and higher current year
donations

These negative impacts were partially offset by higher
JV costs related to DETM

in the prior year

Operating Revenues

The variance was driven primarily by the deconsolidation of DukeNet in

December 2010 nd the subsequent accounting for Duke Energys investment in

DukeNet as an equity method investment

Operating Expenses

The variance was drwen primadly by $172 million of 2010 employee

severance costs related to the voluntary severance plan
and the consolidation of

certain corporate
office functions from the Midwest to Charlotte North Carolina

prior year
donations of $56 million to the Duke Energy Foundation which

is nonprofit organization
funded by Duke Energy shareholders that makes

charitable contributions to selected nonprofits
and government subdivisions
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decrease as result of the DukeNet deconsolidation in December 2010

and the subsequent accounting for Duke Energys investment in DukeNet as

an equity method investment partially
offset by higher costs related to the

proposed merger with
Progress Energy

Losses Gains on Sales of Other Assets and othei net

The variance was primarily due to the $139 million gain from the sale of

50% ownership interest in DukeNet in the prior year

Other Income and Expense net

The variance was due primarily
to the sale of Duke Energys ownership

interest in Q-Comm in the prior year of $109 million partially
offset by prior

year impairments and 2011 gains on sales of investments

Interest Expense

The variance was due primarily to higher debt balances as result of debt

issuances

Income Tax Benefit

The variance is primarily
due to decrease in pre-tax income The

effective tax rate for the year ended December 31 2011 and 2010 was 56.0%

and 55.4% respectively

Net Expense

The variance was driven primarily by $172 million of 2010 employee

severance costs related to the voluntary severance plan and the consolidation

of certain corporate office functions from the Midwest to Charlotte North

Carolina prior year donations of $56 million to the Duke Energy Foundation

decrease as result of the DukeNet deconsolidation in December 2010 and

the subsequent accounting for Duke Energys investment in DukeNet as an

equity method investment and higher
interest expense due to increased debt

issuances in the current year These negative impacts were partially offset by

prior year impairments and 2011 gains on sales of investments and higher

income tax benefit due to increased net expense

Matters Impacting Future Other Results

Duke Energy previously
held an effective 50% interest in Crescent which

was real estate joint venture formed by Duke Energy in 2006 that filed for

Chapter 11 bankruptcy protection in June 2009 On June 2010 Crescent

restructured and emerged from bankruptcy and Duke Energy forfeited its entire

50% ownership interest to Crescent debt holders This forfeiture caused Duke

Energy to recognize loss for tax purposes on its interest in the second quarter

of 2010 Although Crescent has reorganized
and emerged from bankruptcy

with creditors owning all Crescent interest there remains uncertainty as to the

tax treatment associated with the restructuring Based on this uncertainty it

is possible that Duke Energy could incur future tax liability related to the tax

losses associated with its partnership interest in Crescent and the resolution of

issues associated with Crescents emergence from bankruptcy

DUKE ENERGY CAROLINAS

INTRODUCTION BASIS OF PRESENTATION

Managements Discussion and Analysis should be read in conjunction The results of operations and variance discussion for Duke Energy

with the accompanying Consolidated Financial Statements and Notes for the Carolinas is presented in reduced disclosure format in accordance with

years ended December 31 2012 2011 and 2010 General Instruction l2a of Form 10-K

RESULTS OF OPERATIONS

Years Ended December 31

in millions
2012 2011 Variance

Operating revenues
$6665 $6493 172

Operating expenses
5160 5014 146

Gains on sales of other assets and other net
12 11

Operating income
1511 1480 37

Other income and expense net
185 186

Interest expense

384 360 24

Income before income taxes
1318 1306 12

Incometaxexpense
453 472 19

Net income
865 834 31
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The following table shows the
percent changes in GWh sales and average number of customers for Duke Energy Carolinas Except as otherwise noted the below

percentages represent billed sales only for the periods presented and are not weather normalized

Increase decrease over prior year

Residential saIes

General service sales

Industrial sales

Wholesale
power sales

Total sales

Average number of customers

The increase in Duke Energy Carolinas net income for the year ended

December 312012 compared to December 31 2011 was primarily due to the

following factors

Operating Revenues

The variance was primarily due to

$323 million increase in net retail pricing and rate riders primarily

due to revised retail base rates implemented in North Carolina and

South Carolina in the first quarter of 2012 and revenues recognizedfor

the energy efficiency programs and

$40 million increase in weather adjusted sales volumes to customers

primarily due to higher weather-normal sales to retail customers and an

extra day of revenues due to 2012 being leap year

Partially offsetting these increases were

$141 million net of fuel decrease in GWh sales to retail customers

due to overall unfavorable weather conditions The weather statistics

for heating degree days in 2012 were unfavorable compared to the

same period in 2011 while weather statistics for cooling degree days

were less favorable in 2012 compared to the same period in 2011 and

An $88 million decrease in fuel revenues driven primarily by decreased

demand from retail customers mainly due to overall unfavorable

weather conditions partially offset by higher fuel rates in both North

Carolina and South Carolina Fuel revenues represent sales to retail and

wholesale customers

Operating Expenses

The variance was primarily due to

$107 million increase in
depreciation and amortization primarily due

to increases in depreciation as result of additional
plant

in service

and amortization of certain regulatory assets

$75 million increase in
operating and maintenance expenses primarily

due to Duke Energy Carolinas portion of the costs associated with the

Progress Energy merger including donations severance and certain other

costs higher non-outage and
outage costs at generation plants increased

corporate costs and required donations resulting from the most recent

North Carolina and South Carolina rate cases partially offset by the

establishment of regulatory assets in the first
quarter of 2012 pursuant

to
regulatory orders for future recovery of certain employee severance

costs related to the 2010 voluntary severance plan and other costs

decreased storm costs and lower governance costs and

1.2%

0.4%

0.9%

5.7%

1.3%

0.8%

4.0% 1.2%

0.9% 3.9%

0.6% 0.3%

$25 million increase in general taxes primarily due to higher revenue

related taxes in 2012 higher North Carolina
property tax expense

capitalization of North Carolina property taxes in the prior year related

to future generation plants favorable
prior year resolution of

properly tax issue related to pollution control equipment exemptions

and sales and use tax refund in 2011 with no comparable refund in

2012 and

$19 million increase in impairment charges primarily related to

the merger with Progress Energy These charges relate to planned

transmission project costs for which no
recovery

is expected and

certain costs associated with
mitigation sales pursuant to merger

settlement agreements with the Federal Energy Regulatory Commission

FERC

Partially offsetting these increases was

An $80 million decrease in fuel expense including purchased power

primarily related to lower volume of coal used in electric generation due

to lower demand from retail customers based on overall unfavorable

weather conditions and lower coal-fired generation due to low natural

gas prices

Interest Expense

The variance is primarily due to lower debt return on deferred
projects

and lower debt component of allowance for funds used during construction

AFUDC

Income Tax Expense

The variance in income tax expense is primarily due to prior year state

audit settlements The effective tax rate for the years ended December 31 2012

and 2011 was 34.3% and 36.1% respectively

Matters Impacting Future Duke Energy Carolinas Results

Duke Energy Carolinas filed rate case on February 2013 in North

Carolina and plans to file rate case in South Carolina in early 2013 These

planned rates cases are needed to recover investments in Duke Energy

Carolinas ongoing infrastructure modernization projects and operating costs

Duke Energy Carolinas earnings could be adversely impacted if these rate cases

are denied or delayed by either of the state regulatory commissions

The ability to integrate Progress Energy businesses and realize cost

savings and any other synergies expected from the merger with Progress Energy

could be different from what Duke Energy Carolinas expects and may have

significant impact on Duke Energy Carolinas results of operations

2012 2011

Major components of retail sales

consists of all components ot sales includini all billed and unbilled retail sales and wholesale sales to incorporated municipalitieo.and to public and private utilitios and power marketers
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The decrease in Progress Energys net income for the year ended

December 31 2012 compared to December 31 2011 was primarily due to the

following factors

Operating Revenues

The variance was primarily due to

$319 million increase in fuel and capacity revenues driven primarily

by
the 2011 charge of $288 million for the amount to be refunded

through the fuel clause in accordance with the 2012 settlement

agreement at Progress Energy Florida and

$154 million increase in sales to wholesale customers primarily due

to Progress Energy Carolinas joint dispatch agreement JDA revenues

from Duke Energy Carolinas the impact of an amended capacity

contract with major wholesale customer at Progress Energy Carolinas

that began in May 2012 and new wholesale contract at Progress

Energy Carolinas that began in July 2012

Partially offsetting these increases was

An $86 million decrease in sales to retail customers primarily due to

unfavorable weather conditions The weather statistics for heating

degree days in 2012 were unfavorable compared to the same period

in 2011 while weather statistics for cooling degree days were less

favorable in 2012 compared to the same period in 2011

Operating Expenses

The variance was primarily due to

$385 million increase in Operation maintenance and other expense

primarily due to higher costs to achieve the merger with Duke Energy

and Progress Energy Carolinas higher nuclear plant outage costs and

$261 million increase in Fuel used in electric generation and

purchased power primarily due to the impact of establishing

$100 million regulatory liability for replacement power in accordance

with
Progress Energy Floridas 2012 FPSC settlement agreement

See Note the impact of higher rates at Progress Energy Carolinas

and change in generation mix at Progress Energy Carolinas which

was driven by nuclear refueling outages in 2012

$197 million increase in Impairment charges primarily due to the impact

of the decision to retire Crystal River Unit See Note and the probable

disallowance of transmission
project costs at Progress Energy Carolinas

which are portion of the FERC Mitigation charges See Note included in

the costs to achieve the merger with Duke Energy

Other Income and Expenses net

The v8riance was primarily due to the $59 million prior-year pretax

unrealized loss to record the change in fair value of the
contingent value

obligations CVOs The change in fair value was determined by an October

2011 settlement agreement with CVO holder to purchase all of their CVOs at

negotiated purchase price The settlement agreement also led to subsequent

tender offer to remaining CVO holders at the same purchase price

Income Tax Expense

The variance was primarily due to decrease in
pre-tax income The

effective tax rates for 2012 and 2011 were 32.7% and 35.6% respectively The

decrease in the effective tax rate is pmarily due to the decrease in pre-tax income

as well as the decrease for the change of fair value of outstanding CVOs

Discontinued Operations net of tax

The variance was primarily due to the impact of the US Global settlement

in 2012 See Note

PROGRESS ENERGY

INTRODUCTION BASIS OF PRESENTATION

Managements Discussion and Analysis should be read in conjunction The results of operations and variance discussion for Progress Energy is

with the accompanying Consolidated Financial Statements and Notes for the presented in reduced disclosure format in accordance with General Instruction

years ended December 31 2012 2011 and 2010 l2a of Form 10-K

RESULTS OF OPERATIONS

Years Ended December 31

in millions 2012 2011 Variance

Operating revenues $9405 $8948 457

Operating expenses 8266 7369 897

Losses gains on sales of other assets and other net

Operating income 1137 1583 446

Other income and expense net 130 52 78

Interest expense
140 725 15

Income before income taxes 527 910 383

Income tax
expense

112 323 151

Income from continuing operations 355 587 232

Discontinued operations net of tax 52 57

Net income 407 582 175

Less Net income attributable to noncontrolling interests

Net income attributable to parent 400 575 175
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Matters Impacting Future Progress Energy Results

In accordance with the terms of 2012 FPSC Settlement Agreement
with consumer representatives and approved by the FPSC Progress Energy
Florida retains the sole discretjrn and

flexibility to retire Crystal River Unit
As result of the decision to retire Crystal River Unit under the terms of
the 2012 FPSC Settlernient Agreement Progress Energy Florida is allowed to
recover all

remaining Crystal Riter Unit investments and to earn return on
the Crystal River Unit mvestmisnts set at its current authorized overall cost
of

capital adjusted to reflect rtturn on
equity set at 70 percent of the currentFPSC

authorized return on
equity no earlier than the first

billing cycle of January2017
Progress Energy Florida

expects that the FPSC will review the prudence
of the retirement decision in Phase of the Crystal River Unit delamination
regulatory docket

Progress Energy Florida has also asked the FPSC to review
the mediated resolution of insurance claims with NEIL as part of Phase of
this

regulatory docket Phase aid Phase
hearings have been

tentatively

PROGRESS ENERGY CAROLINAS

INTRODUCTION
BASIS OF PRESENTATION

Managements Discussion xnd
Analysis should be read in

conjunction
with the

accompanying Gonsolidaled Financial Statements and Notes for the
years ended December 31 2012 .1011 and 2010

RESULTS OF OPERATIONS

Preferred stock dividend
requirement

Net income artributable to parent

269 .513 $244
The

following table showthe wreent changes in GWh sales and average number of customers for Progress Energy Carolinas Except as otherwise noted the

below percentages represent billed s.les only for the
periods presented and are not weather normalized

Increase decrease over prior year

2012 2011Residential salesi

8.21% 0%
General service saIes

1.8% 9%
Industrial saes

1.0% 0.5%

Wholesale
power sales

25.9% 10.0%
Total sales

39% 5.8%
Average number of customers

0.8% 0.4%Major components at retail sales

Ib Consists of all components of saies sicludinu oIl billed and unbilled retail sales and whoipnaie salon to incorporated municipalities and to poblic and private utilities sod sower marketers

scheduled to
begin on June 19 2013

Progress Energys financial condition
and results of operations could be

adversely impacted if the FPSC issues an
unfavorable

ruling

Progress Energy Carolinas filed rate case in North Carolina in October
2012 and

plans to file rate case in South Carolina before the end of 2013
These rate cases are needed to recover the cost of plant modernization and
other

capital investments in generation transmission and distribution systems
as well as tncreased

expenditures for nuclear
plants and personnel vegetation

management and other
operating costs Progress Energys earnings could be

adversely impacted if these rate cases are denied or delayed by the NCUC or
PSCSC

The
ability to

integrate with Duke Energy businesses and realize cost
savings and

any other
synergies expected from the merger with Duke Energycould be different from what

Progress Energy expects and may havea
significant impact on Progress Energys results of operations

The results of
operations and variance discussion for Progress Energy

Carolinas is presented in reduced
disclosure format in accordance with

General Instruction l2a of Form 10-K

lix millions Years Ended December31

Operangrevenoes -- 2012 2011 Vanance

Operating expenses
$4706 $4547 159

Gains on sales of other asset and other net 4197 3674 523

Operating income
--------.----.-----..----.---

Other income and expense net 510 876 366
Interest

expense
79 80

Income before income taxes

Income tax expense 382 772 390

Netincome

272 516 244
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The decrease in Progress Energy Carolinas net income for the year ended

December 31 2012 compared to December 31 2011 was primarily due to the

following factors

Operating Revenues

The variance was primarily due to

$139 million increase in sales to wholesale customers primarily due

to JDArevenues from Duke Energy Carolinas the impact of an amended

capacity contract with major wholesale customer that began in May

2012 and new wholesale contract that began in July 2012

$53 million increase in fuel revenues driven primarily by Interim FERC

Mitigation wholesale fuel revenue and
higher fuel rates and

$19 million increase in clause-recoverable regulatoiy revenues

primarily due to increased spending on new and existing DSM programs

Partially offsetting these increases was

$67 million decrease in sales to retail customers primarily due to

unfavorable weather conditions The number of heating degree days

for the 12 months ended December 31 2012 was 19% below normal

compared to 9% below normal for the same period in 2011 In addition

cooling degree days for the 12 months ended December 31 2012 were

3% above normal compared to 19% above normal in the same period

in 2011

Operating Expenses

The variance was primarily due to

$303 million increase in Operation and maintenance expenses

primarily due to higher nuclear plant outage costs higher costs to

achieve the merger with Duke Energy and the prior year non-capital

portion of favorable judgment from spent fuel litigation partially

offset by lower storm costs The higher nuclear plant outage costs are

primarily due to three nuclear refueling outages in 2012 compared to

one outage in 2011

$140 million increase in Fuel used in electric generation and

purchased power primarily due to the impact of higher rates higher

weather-adjusted volumes and increased purchased power which

was driven by favorable gas prices and nuclear plant outages and

generation mix which was driven by nuclear plant outages and

$51 million increase in Impairment charges primarily due to the

disallowance of transmission project costs which are portion of the

FERC Mitigation charges included in the costs to achieve the merger

with Duke Energy

Interest Expense

The variance was primarily
due to higher interest expense on long-term

debt due to higher average dqbt outstanding and the
prior-year settlement of

2004 and 2005 income tax audits

Income Tax Expense

The variance was primarily due to decrease in pretax net income The

effective tax rate for the years ended December 31 2012 and 2011 was 28.1%

and 33.2% respectively The decrease in the effective tax rate is primarily due

to the decrease in
pretax income

Matters Impacting Future Progress Energy Carolinas Results

Progress Energy Carolinas filed rate case in North Carolina in October

2012 and plans to file rate case in South Carolina before the end of 2013

These rate cases are needed to recover the cost of plant modernization and

other capital investments in generation transmission and distribution systems

as well as increased
expenditures for nuclear plants and personnel vegetation

management and other operating costs Progress Energy Carolinas earnings

could be adversely impacted if these rate cases are denied or delayed by the

NCUC or PSCSC

The ability to integrate with Duke Energy businesses and realize cost

savings and any other synergies expected from the merger with Duke Energy

could be different from what Progress Energy Carolinas expects and may have

significant impact on Progress Energy Carolinas results of operations

PROGRESS ENERGY FLORIDA

INTRODUCTION BASIS OF PRESENTATION

Managements Discussion and Analysis should be read in conjunction The results of operations and variance discussion for Progress Energy

with the accompanying Consolidated Financial Statements and Notes for the Florida is presented in reduced disclosure format in accordance with General

years ended December 31 2012 2011 and 2010 Instruction l2a of Form 10-K

RESULTS OF OPERATIONS

Years Ended December 31

in millions 2012 2011 Variance

Operating revenues $4689 $4392 $297

Operating expenses 4062 3691 371

Gains on sales of other asset and other net

Operating income 629 703 74
Other income and expense net

39 30

Interest expense 255 239 16

Income before income taxes 413 494 81
Income tax expense 141 180 33

Net income
266 314 48

Preferred stock dividend requirement

Net income attributable to parent 264 312 48
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Increase decrease over prior year

Residential sales

General service sales

Industrial sales

Wholesale power
sales

Total sales

Average number of customers

The decrease in Progress Energy Floridas net incomefor the year ended

December31 2012 compared to December31 2011 was primarily due to the

following factors

Operating Revenues

The variance was primarily due to

$266 million increase in fuel and capacity revenues driven primarily

by the 2011 charge of $288 million for the amount to be refunded

through the fuel clause in accordance with the 2012 FPSC settlement

agreement and the impact of higher residential fuel rates partially
offset

by unfavorable weather conditions that impacted wholesale and retail

fuel revenues Also Progress Energy Flonda had lower capacity revenues

resulting from lower capacity rate and the lower sales volume

$28 million increase in other operating revenues primarily due to

higher OA1T rates and

$15 million increase in sales to wholesale customers primarily due to

new contract with major customer

Partially offsetting these increases was

$19 million decrease in sales to retail customers due to unfavorable

weather conditions The number of heating degree days for the 12

months ended December 31 2012 was 22% below normal compared

to 12% below normal in the same period in 2011 In addition cooling

degree days for the 12 months ended December 31 2012 were 4% above

normal compared to 5% above normal in the same period in 2011

Operating Expenses

The variance was primarily due to

$146 million increase in Impairment charges due to the impact of the

decision to retire Crystal River Unit See Note

$121 million increase in Fuel used in electric generation and purchased

power primarily due to the impact of establishing regulatory liability

for replacement power in accordance with the 2012 FPSC settlement

agreement See Note and an increase in deferred fuel expense

related to higher under-recovered fuel costs in 2011 as result of higher

system requirements driven by favorable weather in the prior year These

increases were partially
offset by lower natural gas prices and lower

system requirements as esult of unfavorable weather conditions in the

current year and lower Crystal River Unit indemnification charge for

the estimated joint owner replacement power costs

2012 2011

51% 63%

1.0% O.4%

2.5% 0.1%

34.2% 25.1%

2.9% 8.5%

0.0% 0.5%

An $86 million increase in Operation and maintenance expenses primarily

due to higher costs to achieve the merger with Duke Energy and

$23 million increase in Depreciation and amortization primarily due to

decrease in the reduction of the cost of removal coponont of amortization

expense as allowed under the 2012 and 2010 settlement agreements

See Note and higher Environmental CostRecovery Clause ECRC

amortization due to less over-recovery partially offset by lower nuclear cost-

recovery
amortization primarily related to the Levy

nuclear station project

Interest Expense

The variance was primarily due to the prior-year
favorable settlement of

2004 and 2005 income tax audits

Income Tax Expense

The variance was primarily due to decrease in pretax
net income The

effective tax rate for the years ended December 31 2012 nd 2011 were 35.7%

and 36.3% respectively

Matters Impacting Future Progress Energy Floridas ReuIts

In accordance with the termsof the 2012 FPSC Settlement Agreement

with consumer representatives
and approved by the FPSC Progress Energy

Florida retains the sole discretion and flexibility to retire Crystal River Unit

As result of the decision to retire Crystal River Unit under the terms of

the 2012 FPSC Settlement Agreement Progress hergy Florida is allowed to

recover all remaining Crystal River Unit investments and to earn return

on the Crystal River Unit investments set at its current authorized overall

cost of capital adjusted to reflect return on equity set at 70 percent of the

current FPSC authorized return on equity no earlier than the first billing cycle

of January 2017 Progress Energy Florida expects that the FPSC will review

the prudence of the retirement decision in Phase of the Crystal River Unit

delamination regulatory
docket Progress Energy Florida has also asked the

FPSC to review the mediated resolution of insurance claffils with NEIL as part

of Phase of this regulatory
docket Phase and Phase hearings have been

tentatively
scheduled to begin on June 19 2013 Progress Energy Floridas

financial condition and results of operations could be adversely impacted if the

FPSC issues an unfavorable ruling

The ability to integrate with Duke Energy businesses and realize cost

savings and any other synergies expected from the merger with Duke Energy

could be different from what Progress Energy Florida expects
and may have

significant impact on Progress Energy Floridas results of operations

The following table shows the percent changes in GWh sales and average number of customers for Progress Energy Florida Except as otherwise noted the

below percentages represent billed sales only for the periods presented and are not weather normalized

Maior components
of retail sales

It Consists ol all components of sales includir gall billed and unbilled retail sales and wholesale sales to incorparated municipalities and to public and private utilibes and power marketers
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DUKE ENERGY OHIO

INTRODUCTION BASIS OF PRESENTATION

Managements Discussion and Analysis should be read in conjunction The results of operations and variance discussion for Duke Energy Ohio is

with the accompanying Consolidated Financial Statements and Notes for the presented in reduced disclosure format in accordance with General Instruction

years ended December 31 2012 2011 and 2020 l2a of Form 10-K

RESULTS OF OPERATIONS

Years Ended December 31

in millions 2012 2011 Variance

Operating revenues $3152 $3181 $29

Operatingexpenses 2810 2811

Gains on sales of other assets and other net

Operating income 349 375 26
Other income and expense net 13 19

Interest expense 89 104 15

Income before income taxes 213 290 17
Income tax expense 98 96

Net income 115 194 819

The following table shows the
percent changes in Franchised Electric and Gass GWh sales and average number of customers for Duke Energy Ohio Except as

otherwise noted the below percentages represent billed sales only for the periods presented and are not weather normalized

Increase decrease over prior year 2012 2011

Residential sales 3.3% 3.21%

General service sales 2.6% 1.2%
Industrial sales 0.6% 2.9%

Wholesale power sales 35.9% 15.9%

Total salesb 2.3% 2.3%

Average number of customers 0.5% 0.2%

Major components nt retail sales

Consists of all components of sales incinding all billed and unbilled retail sales and wholesale sales to incnrpnrated municipalities and tn public and pnnate utilities and power marketers

The decrease in Duke Energy Ohios net income for the year ended $32 million increase in retail Ohio electric energy efficiency rider

December 31 2012 compared to December 31 2011 was primarily due to the revenue resulting primarily from the approval of the final save-a-watt

following factors order for the years 2009-2012

Operating Revenues Operating Expenses

The variance was primarily driven by The variance was primarily driven by

$285 million decrease in electric revenues from the coal-fired generation $101 million decrease in operating and maintenance expenses

assets driven
primanly by the expiration of the 2009-2011 ES net of resulting primarily from

prior year recognition of MISO exit fees higher

stability charge revenues partially offset by the coal-fired generation assets prior year station outages and regulatory asset amortization expenses

participating in the PJM wholesale energy market in 2012
An $88 million decrease pnmanly from the 2011 impairment of excess

$39 million decrease in electric revenues from the
gas-fired emission allowances as result of the EPAs issuance of the Cross-State

generation assets driven primarily by lower power prices partially offset Air Pollution Rule CSAPR and

by increased volumes and

An $85 million decrease in fuel expense from the gas-fired generation

An $18 million decrease in PJM capacity revenues related to lower assets dnven by lower natural gas costs partially offset by higher volumes

average cleared capacity auction pricing in 2012 compared to 2011 for

the gas-fired generation assets net of an increase associated with the
Partially offsetting these decreases was

move of the coal-fired assets from MISO to PJM in 2012

$274 million increase in regulated fuel expense driven primarily by

Partially offsetting these decreases were
higher purchased power expense as result of the new ES partially

offset by reduced gas sales volumes and lower natural gas costs

$279 million increase in regulated fuel and purchased power revenues

driven primarily by higher purchased power revenues collected under Interest Expense
the new Ohio ESP which became effective January 2012 partially

offset by reduced gas sales volumes and lower natural gas costs and
The variance was primarily due to lower average debt balances in 2012

compared to 2011 and post in-service carrying charges related to new projects
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Income Tax Expense

The variance in tax expense is primarily due to an increase in the effective

tax rate The effective tax rate for the years
endØdDecember 31 2012 and

2011 was 36.0% and 33.1% respectively The increase in the effective tax

rate is primarily due to $10 million reduction of deferred tax liabilities as

result of an election related to the transfer of certain gas-fired generation assets

to its wholly owned subsidiary Duke Energy Commercial Asset Management

LLC DECAM in the second quarter
of 2011

Matters Impacting Future Duke Energy Ohio Results

Duke Energy Ohio filed electric and gas distribution rate cases in July

2012 These planned rate cases are needed to recover capital investments

costs associated with MGP sites and operating costs Duke Energy Ohios

earnings could be adversely impacted if these rate cases are denied or delayed

by the state regulatory
commission

The current low energy price projections as well as recently issued and

proposed environmental regulations pertaining to coal and coal-fired generating

facilities could impact future cash flows and rdarket valu3tions of Duke Energy

Ohios coal-fired generation assets which could lead to impairment charges

Increase decrease over prior year

Residential sales

General service saIes

Industrial saIes

Wholesale power sales

Total sale

Average number of customers

Duke Energy Indianas net loss for the year ended December 31 2012

compared to net income for the
year

ended December 31 2011 was primarily

due to the following factors

Operatifig Revenues

The variance was primarily due to

$102 million net increase in fuel revenues including emission

allowances primarily due to an increase in fuel rates as result of

higher fuel and purchased power costs

$17 million net increase in rate riders primarily
related to higher recoveries

under the clean coal technology and
energy efficiency riders and

2012 20U

4.8% 3.0%

0.5% 1.5%

1.1% 1.5%

1.9% 19.1%

1.2% 4.9%

0.6% 0.1%

$12 million increase in rate pricing due to the positive impact on

overall average prices of lower sales volumes

Partially offsetting these increases were

$31 million decrease in retail revenue due to regulatory order to

refund revenues to customers related to the Edwardsport IGCC plant that

is currently under construction See Note to the Consolidated Financial

Statements Regulatory Matters for additional information and

$7 million decrease in retail revenues related to less favorable

weather conditions and weather-normal sales volumes in 2012

compared to 2011

DUKE ENERGY INDIANA

INTRODUCTION BASIS OF PRESENTATION

Managements Discussion and Analysis should be read in conjunction The results of operations and variance discussion for Duke Energy

with the accompanying Consolidated Financial Statements and Notes for the Indiana is presented in reduced disclosure format in accordance with General

years ended December 31 2012 2011 and 2010 Instruction l2a of Form 10-K

RESULTS OF OPERATIONS

Years Ended December 31

in millions
2012 2011 Variance

Operating revenues
$2711 $2622 95

Operating expenses
2192 2340 452

Operating loss income
15 282 357

Other income and expense net
90 97

Interest expense
138 137

Loss Income before income taxes
123 242 365

Income tax benefit expense
13 74 147

Net loss income
50 168 $218

The following table shows the percent changes in GWh sales and average number of customers for Duke Energy Indiana Except as otherwise noted the below

percentages represent billed sales only for the periods presented and are not weather normalized

Major components of retail sales

Cxnsixts of all components of sales includng all billed and unbilled retail sales and wholesale sales tx ncxrpxrated municipalities and to public and private utilities and power.marketers
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Operating Expenses

The variance was primarily due to

$378 million increase due to impairment and other charges recorded

in 2012 related to the Edwardsport IGCC plant that is currently under

construction of $600 million partially offset by 2011 Edwardsport

IGCC impairment charge of $222 million See Note to the Consolidated

Financial Statements Regulatory Matters for additional information and

$102 million increase in fuel costs primarily due to an increase in fuel

rates as result of higher fuel and purchased power costs

Partially offsetting these increases were

$29 million decrease in operation and maintenance primarily due to

higher storm costs in the prior year and lower generation and outage

maintenance costs in 2012 partially offset by higher energy efficiency

program costs

Income Tax Benefit Expense

The variance in income tax expense is primarily due to decrease in

pretax income The effective tax rates for the
years

ended December 31 2012

and 2011 were 59.5% and 30.6% respectively The increase in the effective

tax rate is primarily due to the decrease in pretax income in 2012 related to the

Edwardsport IGCC project

Matters Impacting Future Duke Energy Indiana Results

On December 27 2012 the IURC approved settlement agreement

between Duke Energy Indiana and certain intervenors to cap the construction

costs recoverable in retail rates The Edwardsport IGCC plant is scheduled to

begin commercial operation in mid-2013 Duke Energy Indianas earnings could

be adversely impacted by additional delays in the commencement of operations

which may result in increased costs

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The application of accounting policies
and estimates is an important

process that continues to develop as Duke Energys operations change and

accounting guidance evolves Duke Energy has identified number of critical

accounting policies and estimates that require the use of significant estimates

and judgments

Management bases its estimates and judgments on historical experience

and on other various assumptions that it believes are reasonable at the time of

application The estimates and judgments may change as time passes and more

information about Duke Energys environment becomes available If estimates

and judgments are different than the actual amounts recorded adjustments

are made in subsequent periods to take into consideration the new information

Duke Energy discusses its critical accounting policies and estimates and other

significant accounting policies with senior members of management and the

audit committee as appropriate Duke Energys critical accounting policies and

estimates are discussed below

Regulatory Accounting

Duke Energys regulated operations the substantial majority of U.S

Franchised Electric and Gass operations meet the criteria for application of

regulatory accounting treatment As result Duke Energy records assets and

liabilities that result from the regulated ratemaking process that would not be

recorded under GA.AP in the U.S for nonregulated entities Regulatory assets

generally represent incurred costs that have been deferred because such costs

are probable of future recovery
in customer rates Regulatory liabilities generally

represent obligations to make refunds to customers for previous collections for

costs that have yet
to be incurred Management continually assesses whether

the regulatory assets are probable of future recovery by considering factors such

as applicable regulatory environment changes historical regulatory treatment

for similar costs in Duke Energys jurisdictions litigation of rate orders

recent rate orders to other regulated entities and the status of any pending

or potential deregulation legislation Based on this continual assessment

management believes the existing regulatory assets are probable of recovery

This assessment reflects the current political and regulatory climate at the state

and federal levels and is subject to change in the future If future recovery

of costs ceases to be probable the asset write-offs would be required to be

recognized
in

operating
income Additionally the regulatory agencies can provide

flexibility in the manner and timing of the depreciation of property plant and

equipment recognition of nuclear decommissioning costs and amortization of

regulatoryassets or may disallow recovery of all or portion of certain assets

Total regulatory assets for Duke Energy were $11741 million and $4046 million

as of December 31 2012 and 2011 respectively Total regulatory liabilities

were $5740 million and $3006 million as of December 31 2012 and 2011

respectively The increases in regulatory assets and liabilities are driven

primarily by the Progress Energy merger For further information see Note to

theConsolidated Financial Statements Regulatory Matters

In order to apply regulatory accounting treatment and record regulatory

assets and liabilities certain criteria mut be mqt 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 appovaI by an independent third-party regulato whether the

regulated rates are designed to recover specific costs of providing the regulated

service and 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

The regulatory accounting rules require recognition of loss if it becomes

probable
that

part
of the cost of plant under construction or rcently

completed plant will be disallOwed for ratemaking purposes anda reasonable

estimate of the amount of the disallowance can be made Such assessments

can require significant judgment by management regarding matters such as the

ultimate cost of plant under construction regulatory recovery implications

etc As discussed in Note Regulatory Matters during 2012 2011 and 2010

Duke Energy Indiana recorded charges of $631 million $222 million and

$44 million respectively related to the IGCC plant currently under construction

in Edwardsport Indiana Management will continue to assess matters as the

construction of the plant and the related regulatory proceedings continue and

further charges could be required in 2013 or beyond Also as discussed in

Note to the Consolidated Financial Statements Acquisitions and Sales of

Other Assets Duke Energy Carolinas and
Progress Energy Carolinas recorded

disallowance charges in 2012 in order to gain FERC approval of the merger

between Duke Energy and Progress Energy

As discussed further in Note Summary of Significant Accounting

Policies and Note Regulatory Matters Duke Energy Ohio discontinued

the application of regulatory accounting treatment to portions of its generation

operations in November 2011 in conjunction with the approval of its new

Electric Security Plan by the Public Utilities Commission of Ohio The effect of

this change was immaterial to the financial statements
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Goodwill Impairment Assessments

Duke Energys goodwill balances are included in the following table

December31

in millions 2012 2011

U.S Franchised Electric and Gas $15950 $3483

Commercial Power 62 63

International Energy
353 297

Total Duke Energy goodwill $16365 $3849

The Duke Energy allocates goodwill to reporting unit which Duke Energy

defines as an operating segment or one level below an operaing segment

During 2012 Duke Energy recorded $12467 million of goodwill associated

with the merger with Progress Energy This goodwill represents the excess of

the purchase price over the estimated fair values of the assets acquired and

liabilities assumed on the acquisition date and was preliminarily allocated

entirety to the IJSFEG segment The goodwill recognized is subject to change

as additional information is Obtained about the facts and circumstances that

existed as of the acquisition date See Note cquisitions and Sales of Other

Assets for additional information the merger with Progress Energy

The remainder of USFEGs goodwill relates to the acquisition of Cindrgy

in
April

2006 Commercial Powers goodwill resulted from the 2008 acquisition

of Cabmount Energy Corporation ci leading wind power company located in

Rutland Vermont and has been allocated to the Renewables
reporting

unit

International Energys goodwill resulted from various acquisitions including

$59 million from the 2012 acquisition of Iberoamericana de Energia Ibener S.A

in Chile See Note Acquisitions and Sales of Other Assets for additional

information

Duke Energy recorded impairments of $500 million related to Commercial

Powers nonregulated
Midwest generation reporting unit in 2010 Subsequent

to the 2010 impairment charge there is no recorded amount of gOodwifi at

Commercial Powers nonregulated
Midwest

generation reporting unit These

impairment charges are recorded in Goodwill and Other Impairment Charges

en Duke Energys Consolidated Statement of Operations See Note 12 to

the Consolidated Financial Statements Goodwill Intangible Assets and

Impairments for further information regarding the factors impacting the

valuation of Commercial Powers nonregulated generation reporting unit Duke

Energy determined that no other goodwill impairments existed in 2012 2011

and 2010

As discussed in Note 12 to the Consolidated Financial Statements

Goodwill Intangible Assets and Impairments Duke Energy is required to

test goodwill for impairment at the
reporting

unit level at least annually and

more frequently if events or circumstances occur that would more likely than

not reduce the fair value of reporting unit below its carrying value Duke

Energy evaluates the carrying amount of its recorded goodwill for impairment

on an annual basis as of August31 and performs interim impairment tests if

triggering event occurs that indicates it is more likely than not that the fair value

of reporting unit is less than its carrying value

The analysis of the potential impairment of goodwill may first consider

qualitative factors to determine whether it is more likely than not i.e greater

than 50 percent chance that the fair value of reporting unit is less than its

book value This is sometimes referred to as step zero and is an optional

step in the annual goodwill impairment analysis If the results of qualitative

assessments indicate that the fair aue of reporting unit is more likely than

not less than the carrying value of lhe reporting unit the two-step impairment

test is required Step one of the impairment test involves comparing the fair

values of reporting units with their carrying values including goodwill If the

carrying amount is less than fair value in
step one further testing of goodwill is

not performed If the carrying amount of reporting unit exceeds the reporting

units fair value step two must be performed to determine the amount if any of

the goodwill impairment loss Step two of the goodwill impairment test involves

comparing the implied fair value of the reporting units goodwill against the

carrying value of the goodwill Under step two determining the implied fair value

of goodwill requires the valuation of reporting
units identifiable tangible and

intangible assets and liabilities as if the reporting unit had been acquired in

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

identjf4able 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

As result of the acquisition of Progress Energy Duke Energy performed

step one of the goodwill impairment test as of August 31 2012 and concluded

the fair value of each of its reporting units exceeded their respective carrying

values and thus did not record any impairment charges In 2011 Duke Energy

performed the qualitative assessments under step zero and concluded that it was

more likely
than not the fair value of each reporting unit exceeded its

carrying

value Thus the two step goodwill impairment test was not necessary in 2011

When performing step zero of the goodwill impairment test Duke Energys

qualitative assessments include reviews of current forecasts compared to prior

forecasts consideration of recent fair value calculations if any review of the

stock price performance of Duke Energy and its peers credit ratings of Duke

Energys significant subsidiaries updates to weighted average cost of capital

WACC calculations orreview of the key inputs to the WACC and consideration

of overall economic factors recent regulatory commission actions and related

regulatory climates and recent financial performance

For purposes of the
step one analyses determination of the reporting

units fair values is based on acombnation of the income approach which

estimates the fair value of Duke Energys reporting units based on discounted

future cash flows and the market approach which estimates the fair value of

Duke Energys reporting units based on market comparables within the utility

and energy industries Generally more emphasis is applied to the income

approach as it represents managements best estimate of future value Key

assumptions used in the income approach analyses include but are not llmited

to estimated future cash flows and the use of an appropriate discount rate The

market approach uses implied market multiples derived from comparable peer

utilities and market transactiOns to estiniate the fair value

Estimated future cash flows under the income approach are based to

large extent on Duke Energys internal business plan and adjusted as appropriate

for Duke Energys views of market participant assumptions Duke Energys

internal tusiness plan reflects managements assumptions related to customer

usage and attrition based en internaldata and economic data obtained from

third-party sources projected commodity pricing data and potential changes in

environmental regulations The business plan assumes the occurrence of certain

events in the future such as the outcome of future rate filin.gs future approved

rates of returns on equity anticipated earnings/returns related to significant

future capital investments contiflued recovery
of cost of service and the renewal

of certain contracts Management also makes assumptions regarding the run rate

of operation maintenance arid general
and administrative costs based on the

expected outcome of the aforernentionedevents In estimating cash flows Duke

Energy incorporates expected growth rates regulatory
and economic stability

the ability to renew contracts and other factors into its revenue and expense

forecasts 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 Energys reporting units to be

significantly different in future periods

One of the most significant assumptions 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 cashflows Management

determines the appropriate discount rate for each of its reporting units based

on the WACC fo each individual reporting unit The WACC takes into account

both the pre-tax cost of debt and cost of equity major component of the cost

of equity
is the current risk-free rate on twenty year

U.S Treasury bonds In the

2012 step one impairment tests Duke Energy considered implied WACCs for

certain peer companies in determining the appropriate WACC rates to use in its

52



PART II

analysis As each reporting
unit has 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 asappropnate to account

for company specific risk premiums For example transmission and distribution

reporting units generally would have 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 future carbon legislation or pending EPA regulations
The discount

rates used for calculating the fair values as of August 31 2012 for each of Duke

Energys domestic reporting units were commensurate with the risks associated

with each reporting unit and ranged from 5.2%to 7.1% For Duke Energys

international operations country specific risk adder based on the average of

risk premium for each separate jurisdiction
in which International Energy operates

was added to the base discount rate to reflect the differing risk profiles
of the

jurisdictions
and countries This resulted in discount rate for the August 31

2012 goodwill impairment test for the international operations of 8.5%

The underlying assumptions and estimates are made as of point
in time

subsequent changes particularly changes in the discount rates or growth rates

inherent in managements estimates of future cash flows could result in future

impairment charges Management continues to remain alert for any indicators

that the fair value of reporting unit could be below book value and will assess

goodwill
for impairment as appropriate

The majority of Duke Energys business is in environments that are either

fullyir partially rate-regulated
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 Energys regulated

utilities operate
to some degree with buffer from the direct effects positive

or negative of significant swings in.market or economic conditions However

changes indiscount rates may have significant impact on the fair value of

equity As of August 31 2012 all of the USFEG reporting
units estimated fair

value of equity exceeded the carrying value of equity by more than 10% except

Progress Energy Florida which has preliminarily
been allocated goodwill

of

$2457 million Management will continue to monitor changes in the business

as well as overall market conditions and economic factors that could require

additional impairment tests

As discussed in Note 12 to the Consolidated Financial Statements

Goodwill Intangible Assets and Impairments the fair value of USFEGs

Progress Energy Florida reporting unit and Commercial Powers Renewables

reporting unit are impacted by multitude of factors including legislative

actions related to tax credit extensions long-term growth rate assumptions

the market price
of power and discount rates As of December 31 2012 the

Progress Energy Florida reporting unit and the Renewables reporting
units

estimated fair value of equity
exceeded the carrying value of equity by

less than

10% Management continues to monitor theseasumptionSfor any indicators

that the fair value of the reporting
unit could be below the carrying value and

will assess goodwill for impairment as appropriate

Long-Lived Asset Impairment
Assessments

Property plant and equipment is stated at the lower.of historiCa cost

less accumulated depreciation or fair value if impaired Duke Energy evaluates

property plant
and equipment forimpairment when events or changes in

circumstances indicate that the carrying value of such assets may not be

recoverable The determination of whether an impairment has occurred is based

on an estimate of undiscounted future cash flows attributable to the assets

as compared with the carrying value of the assets Performing an impairment

evaluation involves significant degree of estimation and judgment in areas

such as identifying circumstances that indicate an impairment may exist

identifying and grouping affected assets and developing the undiscounted

future cash flows associated with the asset Additionally determining the

fair value of the asset requires probability weighting the future cash flows to

reflect expectations
about possible

variations in their amounts or timing and

the selection of an appropriate
discount rate Although cash flow estimates are

based on relevant information available at the time the estimates are made

estimates of future cash flows are by nature highly uncertain and may vary

significantly from actual results If an impairment has occurred the amount

of the impairment recognized is determined by estimating the fair value of the

asset and recording loss if the carrying value is greater than the fair value

For assets identified as held for sale the carrying value is compared to the

estimated fair value less the cost to sell in order to determine if an impairment

loss is required Until the assets are disposed of their estimated fair value is

re-evaluated when circumstances or events change

When it becomes probable that regulated generation transmission or

distribUtion assets have been abandoned the cost of the asset is removed from

plant in service The value that may be retained as an asset on the balance

sheet for the abandoned property
is dependent upon amounts that may be

recovered through regulated rates including any return As such an impairment

charge could be offset by the establishment of regulatory asset if rate recovery

is probable

As discussed further in Note 12 to the Consolidated Financial Statements

Goodwill Intangible Assets and Impairments in the third quarter of 2012

Duke Energy Carolinas and Progress Energy Carolinas recorded certain

impairment charges in conjunction
with the merger between Duke Energy and

Progress Energy In the third.quarter
of 2D11.Commercial Power recorded

$19 million of pre-tax impairment charges related to Clean Air Act emission

allowanceswhich were no longer expected to be used as result of the

issuance of the final Cross State Air Pollution Rule In the second quarter of

2010 Commercial Power recorded $160 million of pre-tax impairment charges

related to certain generating assets and emission allowances in the Midwest to

write-down the value of these assets to their estimated fair value which was

impacted by the EPAs rules on emissions of N0 and SO2 These impairment

charges are recorded in Goodwill and Other Impairment Charges on Duke

Energys Consolidated Statement of Operations

Revenue Recognition

Revenues sales of electricity and gas are recognized when either the

service is provided or the product is delivered Operating revenues include

unbilled electric andgas 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 the number of estimated kWh or Mcf delivered but

not billed linbitled wholesale energy revenues are calculated by applying the

contractual rate per megawatt-hour MWh to the number of estimated MWh

delivered but not yet billed Unbilled wholesale demand revenues are calculated

by applying
the contractual rate per MW to the MW volume delivered but not

yet
billed The amount of unbilled revenues can vary significantly

from period to

period as result of numerous factors including seasonality weather customer

usage patterns customer mix and the average price in effect for customer

classes

At December 31 2012 and 2011 Duke Energy had $920 million and

$674 million respectively
of unbilled revenues within Restricted Receivables of

Variable Interest Entities and Receivables on the Consolidated Balance Sheets

Accounting for Loss Contingencies

Duke Energy is involved in certain legal and environmental matters that

arise in the normal course of business In the preparation of its consolidated

financial statements management makes judgments regarding
the future outcome

of contingent events and records loss contingency
when it is determined that it

is probable that 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 such as federal
state and local courts and other regulators Contingent

liabHities are often resolved over long periods of time Amounts recorded in the

consolidated financial statements may differ from the actual outcome once the
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contingency is resolved which could have material impact on future results of

operations financial
position and cash flows of Duke Energy

Duke Energy Carolinas 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 in the respective Consolidated Balance

Sheets totaled $751 million and $O1 million as of December 31 2012 and

2011 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 Enerrs best estimate of the range of loss for

current and future asbestos claims
through 2030 Management believes that it is

possible there will be additional claims filed
against Duke Energy after 2030 In

light of the uncertainties inherent ir longer-term forecast management does not

believe that
they can

reasonably estimate the
indemnity and medical costs that

might be incurred after 2030 related to such potential claims Asbestos-related

loss estimates
Incorporate anticipated 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 significant

upward or downward trend in the number of claims filed the nature of the alleged

injury and the average cost of resoking each such claim could change our

estimated
liability as could any substantial adverse or favorable verdict at trial

federal legislative solution further state tort reform or structured settlement

transactions could also change the estimated liability Given the uncertainties

associated with
projecting matters iito the future and numerous other factors

outside our control management believes that it is possible Duke Energy may
incur asbestos liabities in excess of the recorded reserves

Duke Energy Carolinas has
third-party insurance policy to cover certain

losses related to asbestos-related injuries and damages above an aggregate self

insured retention of $476 million Diuke Energys cumulative payments began
to exceed the self insurance retention on its insurance

policy in 2008 Future

payments up to the policy limit will he reimbursed
by Duke Energys third-party

insurance carrier The insurance
policy limit for

potential future insurance

recoveries for indemnification and medical cost claim payments is $935 million

in excess of the self insured retention Insurance recoveries of $781 million and

$813 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 2012 and 2011 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 strong financial
strength rating

For further information see Note to the Consolidated Financial

Statements CommLtments and Contingencies

Accounting for Income Taxes

Significant management judgment is required in determining Duke Energys

provision for income taxes deferred tax assets and liabilities and the valuation

allowance recorded
against Duke Energys net deferred tax assets if any

Deferred tax assets and liabilities are recognized for the future 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 valuation

allowance may be recorded
against certain deferred tax assets

In assessing the likelihood of realization of deferred tax assets

management considers estimates of the amount and character of future taxable

income Actual income taxes could vary from estimated amounts due to the

impacts of various items including changes to income tax laws Duke Energys
forecasted financial condition and results of

operations in future periods as well

as results of audits and examinations of filed tax returns by taxing authorities

Although management believes current estimates are reasonable actual results

could differ from these estimates

Significant judgment is also
required in computing Duke Energys

quarteriy effective tax rate ETR The ETR calculations are revised each quarter

based on the best annual tax assumptions available at that time including but

not limited to income
levels deductions and credits In accordance with interim

tax
reporting rules tax expense or benefit is recorded

every quarter to adjust

for the difference in tax expense computed based on the actual
year-to-date ETR

versus the forecasted annual ETR excluding discrete items impacting income

tax expense that have occurred year-to-date

Duke Energy recognizes tax benefits for
positions taken or expected to

be taken on tax returns including the decision to exclude certain income or

transactions from returnwhen
more-likely-than-not threshold is met for

tax position and management bel ieves that the position will be sustained

upon examination by the taxing authorities Duke Energy records the
largest

amount of the tax benefit that is greater than 50% likely of
being realized

upon settlement Management evaluates each position based solely on the

technical merits and facts and circumstances of the position assuming the

position will be examined by taxing authority having full knowledge of all

relevant information Significant management judgment is required to determine

recognition thresholds and the related amount of tax benefits to be recognized hi

the Consolidated Financial Statements Management reevaluates tax
positions

when new information about
recognition or measurement becomes available

The
portion of the tax benefit which is uncertain is disclosed in the notes to the

Consolidated Financial Statements

Undistnbuted
foreign earnings associated with International Energys

operations are considered
indefinitely reinvested As result no U.S tax

is recorded on such earnings This assertion is based on managements
determination that the cash held in International Energys foreign jurisdictions

is not needed to fund the operations of its U.S operations and that International

Energy either has invested or has intentions to reinvest such earnings While

management currently intends to indefinitely reinvest all of International

Energys unrernitted earnings should circumstances change Duke Energy

may need to record additional income tax expense in the period in which

such determination changes The cumulative undistributed
earnings as of

December 31 2012 on which Duke Energy has not provided deferred U.S

income taxes andforeign withholding taxes is approximately $2.0 billion The

amount of unrecognized deferred tax
liability related to these undistnibuted

earnings
is estimated at between $275 million and $350 million

For further information see Note 24 to the Consolidated Financial

Statements Income Taxes

Pension and Other Post-Retirement Benefits

The calculation of pension expense other
post- retirement benefit expense

and pension and other post-retirement liabilities require the use of assumptions

Changes in these assumptions can result in different expense and reported

liability 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 Energys estimates of

other post-retirement benefits

Funding requirements for defined benefit plans are determined by

government regulations Duke Energy made voluntary contributions to its defined

benefit retirement
plans of $200 million in 2012 $200 million in 2011 and

$400 million in 2010 and mandatory contributions of $104 million in 2012
In 2013 Duke Energy anticipates making $350 million of contributions to its

defined benefit plans

Duke Energy and its
subsidiaries including Progress Energy and Cinergy

maintain and the Subsidiary Registrants participate in non-contributory defined

benefit retirement plans The plans cover most U.S employees using cash

balance formula Under cash balance formula plan participant accumulates
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retirement benefit consisting
of pay credits that are based upon percentage

which may vary
with age and

years
of service of current eligible earnings and

current interest credits Certain Progress Energy and Cinergy U.S employees

are covered under plans that use final average earnings
formula Under

the Cinergy final average earnings formula plan participant
accumulates

retirement benefit equal to percentage of their highest 3-year average

earnings plus percentage of their highest 3-year average earnings in excess of

covered compensation per year of participation maximum of 35 years plus

percentage of their highest 3-year average earnings
times

years
of participation

in excess of 35 years Under the Progress Energy final average earnings formula

plan participant
accumulates retirement benefit equal to percentage of their

highest 4-year average earnings plus percentage
of their highest 4-year average

earnings in excess of covered compensation per year
of participation

maximum

of 35 years plus percentage of their highest 4-year average earnings times

years
of participation in excess of 35 years Duke Energy also maintains and the

Subsidiary Registrants participate in non-qualified non-contributory defined

benefit retirement plans which cover certain executives

Duke Energy and most of its subsidiaries provide and the Subsidiary

Registrants participate in some health care and life insurance benefits for

retired employees on contributory and non-contributory basis Certaih

employees are eligible
for these benefits if they

have met age and service

requirements at retirement as defined in the plans

Duke Energy recognized pre-tax qualified pension cost of $117 million in

2012 In 2013 Duke Energys pre-tax qualified pension cost is expected to be

$61 million higher than in 2012 resulting primarily from 2013 decrease in the

discount rate on obligations
and expected long-term rate of return on assets

and 12 months of expense recognition in 2013 for the Progress Energy plans

Duke Energy recognized pre-tax nonqualified pension cost of $19 million and

pre-tax
other post-retirement benefits cost of $80 million

in 2012 In 2013

pre-tax non-qualified pension cost is expected to be approximately the same

amount as in 2012 In 2013 pre-tax
other post-retirement benefitscosts are

expected to be approximately $46 million higher than in 2012 resulting primarily

from 12 months of expense recognition in 2013 for the Progress Energy plans

For both pension and other post-retirement plans Duke Energy assumes

that its plans assets will generate long-term rate of return of 7.75% as of

December 31 2012 The assets for Duke Energys pension and other post-

retirement plans are maintained in two master trusts the Duke Energy Master

Retirement Trust and the Progress Energy Master Trust The investment objective

of the master trusts is to achieve reasonable returns on trust assets subject

to prudent level of portfolio risk for the purpose of enhancing the security

of benefits for plan participants 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 hedge funds real

estate and other global securities are held for diversification Investments within

asset classes are to be diversified to achieve broad market participation and

reduce the impact of individual managers on 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 The investment objective of VEBA is to achieve sufficient returns

subject to prudent level of portfolio risk for the purpose of promoting the

security of plan benefits for participants VEBA is passively managed

The expected long-term rate of return of 7.75% for the plans assets was

developed using weighted average calculation of expected returns for the

master trusts based primarily on future expected returns across asset classes

considering the use of active asset managers The weighted average returns

expected by asset classes for the Duke Energy Retirement Master Trust were

2.53% for U.S equities
1.46% for Non-U.S equities

0.97% for global equities

1.65% for debt securities 0.36% for global private equity 0.22% for hedge

funds 0.28% for real estate and 0.28% for other global
securities The weighted

average returns expected by asset classes for the Progress Energy Master Trust

were 1.83% for U.S equities
1.41% for Non-U.S equities

0.78% for global

equities
1.67% for debt securities 1.20% for global private equity 0.57% for

hedge funds 0.08% for real estate and 0.21% for other global
securities

Duke Energy discounted its future U.S pension and other

post-retirement obligations using rate of 4.1% as of December 31

2012 The discount rates used to measure benefit plan benefit obligations

for financial reporting purposes should reflect rates at which pension

benefits could be effectively settled As of December 31 2012 Duke Energy

determined its discount rate for U.S pension and other post-retirement

obligations using bond selection-settlement portfolio approach This

approach develops discount rate by selecting portfolio of high quality

corporate bonds that generate sufficient cash flow to provide for the projected

benefit payments of the plan The selected bond portfolio
is derived from

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

bond portfolio is selected single interest rate is determined that equates the

present value of the plans projected benefit payments discounted at this rate

with the market value of the bonds selected

Future changes in plan asset returns assumed discount rates and various

other factors related to the participants
in Duke Energys pension and

post-retirement plans
will impact Duke Energys future pension expense and

liabilities Management cannot predict with certainty what these factors will

be in the future The following table presehts the approximate effect on Duke

Energys 2012 pre-tax pension expense pension obligation and other post-

retirement benefit obligation
if 0.25% change in rates were to occur

Qualified and Non

Quahi led Pension Plans Other Post-retirement Plans

0.25% -0.25% 0.25% -0.25%
in millions

Effect on 2012 pre-tax pension expense

Expected long-term rate of return

Discount rate

Effect on benefit obligation at December 31 2012

$12 $12

Discount rate

Duke Energys U.S post-retirement plan uses medical care trend rate which reflects the near and long-term expectation of increases in medical health care costs

Duke Energys U.S post-retirement plan uses prescription drug trend rate which reflects the near and long-term expectation
of increases in prescription drug health care

costs As of December 31 2012 the medical care trend rates were 8.5% which grades to 5.00% by 2020 The following table presents the approximate effect on Duke

Energys 2012 pre-tax
other post-retirement expense and other post-retirement

benefit obligation if 1% point change in the health care trend rate were to occur

$123 $127 $15 $16

Other Post-retirement Plans

in millions
1.0% -1.0%

Effect on 2012 other post-retirement expense

Effect on other post-retirement
benefit obligation at December 31 2012 164 133
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LIQUIDITY AND CAPITAL RESOuRCES

Overview

At December 31 2012 Duke Energy had cash and cash equivalents

and short-term investments of $1.8 billion of which $1.1 bIion is held in

foreign jurisdictions and is forecasted to be used to fund the operations of and

investments in International Energy To fund its domestic
liquidity and capital

requirements Duke Energy relies primarily upon cash flows from operations

borrowings and its existing cash and cash equivalents The relatively stable

operating cash flows of USFEG compose substantial portion of Duke Energys

cash flows from operations and it is anticipated that it will continue to do so for

the foreseeable future material adverse change in operations or in available

financing could impact Duke Energys ability to fund its current
liquidity and

capital resource requirements Weather conditions commodity price fluctuations

and unanticipated expenses including unplanned plant outages and storms

could affect the timing and level of internally generated funds

Ultimate cash flows from operations are subject to number of factors

including but not limited to regulatory constraints economic trends and market

volatility see Item 1A Risk Factors for details

Duke Energys projected capital and investment expenditures for the next

three fiscal years are included in the table below

in millions 2013 2014 2015

U.S Franchised Electric and Gas $5300 $5025 $5400

Commercial Power International
Energy and Other 575 375 350

Total committed expenditures 5815 5400 5750

Discretionary expenditures 425 625 600

Total projected capital and investment eopenditures $6300 $6025 $6350

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 the majonty of Duke Energys total projected capital expenditures are

allocated to the USFEG segment Thc table below includes the components of

projected capital expenditures for USFG for the next three fiscal years

Infrastructure
growth and nuclear projects

Maintenance

Nuclear fuel

Environmental

2013 2014 2015

Total projected U.S Franchised Electric and Gas capital and

investment expenditures

With respect to the 2013 capital expenditure plan Duke Energy has

flexibility within its $6.3 billion budget to defer or eliminate certain spending

should economic or financing conditions deteriorate Of the $6.3 billion budget

$1.3 billion relates to projects for which management has committed capital

including but not limited to the final construction of the Edwardsport IGCC

plant and the Sutton combined cycle gas-fired facility and management intends

to spend those capital dollars in 201.3 irrespective of broader economic factors

$4.6 billion of projected 2013 capital expenditures are expected to be used

primarily for overall system maintenance and upgrades ustomer connections

compliance with new environmental requirements and corporate capital

expenditures Although these expenditures are ultimately necessary to ensure

overall system maintenance and
reliability the timing of the expenditures

may be influenced by broad economic conditions and customer growth thus

management has more flexibility in terms of when these dollars are actually

spent The remaining planned 2013
capital expenditures of $0.4 billion are of

discretionary nature and relate to growth opportunities in which Duke Energy

may invest provided there are oppounities that meet return expectations

As result of Duke Energys significant commitment to modernize

its generating fleet through the construction of new unitsthe ability to cost

effectively manage the construction phase of current and future projects is

critical to ensuring full and timely recovery of costs of construction Should Duke

Energy encounter significant cost overruns above amounts approved by the

various state commissions and those amounts are disallowed for
recovery in

rates or if construction costs of renewable generation exceed amounts provided

through power sales agreements and tax credits future cash flows and results

of operations could be adversely impacted

Duke Energys capitalization is balanced between debt and equity as

shown in the table below

Projected Actual Actual

______________
2013 2012 2011

Equity 50% 50% 52%

50% 50% 48%

Duke Energys fixed charges coverage ratio calculated using SEC

guidelines was 2.5 times for 2012 3.2 times for 2011 and 3.0 times for 2010

In 2013 Duke Energy currently anticipates issuing additional debt of

$4.3 billion primarily for the purpose of funding capital expenditures and

debt maturities Due to the flexibility in the timing of projected 2013 capital

expenditures the timing and amount of debt issuances throughout2Ol3 could

be influenced by changes in
capital spending

Duke Energy has access to $6 billion master credit facility which is not

restricted upon general market conditions At December 31 2012 Duke Energy

has available borrowing capacity of $4.9 billion under this facility Management

currently believes that amounts available under its revolving master credit

facility are accessible should there be need to generate additional short-term

financing in 2013 Management expects that cash flows from operations and

issuances of debt will be sufficient to cover the 2013 funding requirements

related tO
capital and investments expenditures dividend payments and debt

maturities See Credit Facilities section belowfor additional information

regarding Duke Energys credit facility

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 2013 Howeve circumstances could arise that may alter

that view If and when management had belief that such potential breach

28 29Y 35/
could exist appropriate action would be taken to mitigate any such issue Duke

57 51/ 44 Energy also maintains an active dialogue with the credit rating agencies

Duke Energy eriodicaIly evaluates the impact of repatriation of cash

generated and held in foreign countdes Duke Energys current intent is to

indefinitely reinvest foreign earnings Howeve circumstances could arise that may

alter that view including future change in tax law governing U.S taxation of
foreign

earnings If Duke Energy were to decide to
repatriate foreign generated and held

cash recognition of material U.S federal income tax liabilities could be required

Years Ended December 31

in millions 2012 2011 2010

Cash flows provided by used in

Operating activities 5244 3672 4511

Investing activities 6191 4434 4423

Financing activities 261 1202 40

Net decrease increase in cash and cash equivalents 686 440 128

Cash and cash equivalents at beginning of period 2110 1670 1542

Cash and cash equivalents at end of period 1424 2110 1670

Debt

6% 9% 11%

100% 100% 100%

Cash Flow Information

The following table summarizes Duke Energys cash flows for the three

most recently completed fiscal years
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Operating Cash Flows

The following table summarizes key components of Duke Energys

operating cash flows for the three most recently completed fiscal years

Years Ended December 31

in millions 2012 2011 2010

Netincome $1182 $1114 $1323

Non-cash adiustments to net income 3169 2628 2972

Contributions to qualified pension plans 304 200 400

Workingcapital 470 616

Net cash provided by operating activities $5244 $3672 $4511

The increase in cash provided by operating
activities in 2012 as compared

to 2011 was driven primarily by

An approximately $1210 million increase in net income after non-cash

adjustments depreciation and amortizations higher Edwardsport

charges severance expense and other Progress Energy merger related

costs resulting from the inclusion of Progress Energys results

beginning July 2012 and the impact of the 2011 North Carolina and

South Carolina rate cases net of unfavorable weather and

$560 million increase in traditional working capital mainly due to

an increase in current year vacation and incentive accruals and prior

year refund of North Carolina overcollected fuels costs and current year

overcollection of North Carolina and South Carolina fuel costs partially

offset by

$100 million increase in contributions to company sponsored pension

plans due to contributions for Progress Energy pension plans

The decrease in cash provided by operating activities in 2011 as

compared to 2010 was driven primarily by

Changes in traditional working capital amounts principally due to

increase in coal inventory resulting mainly from milder weather and

changes in the timing of payment of accounts payable and accrued

liabilities partially offset by

$200 million decrease in contributions to company sponsored pension

plans due to 2010 pre-funding of contributions resulting from favorable

borrowing conditions

Investing Cash Flows

The primary use of cash related to investing activities is capital

investment and acquisition expenditures detailed by reportable business

segment in thefollowing table

Years Ended December 31

in millions 2012 2011 2010

U.S Franchised Electric and Gas $4220 $3717 $3891

Commercial Power 1038 492 525

International Energy 551 114 181

Other 149 141 258

Total capital investment and acquisition expenditures $5958 $4464 $4855

The increasein cash used in investing activities in 2012 as compaed to

2011 is primarily due to the following

$1490 million increase in capital investment and acquisition

expenditures primarily due to the inclusion of Progress Energys capital

expenditures beginning July 2012 higher expenditures on renewable

energy projects
and the Chilean hydro acquisition net of lower spending

on Duke Energys ongoing infrastructure modernization program as

these projects near completion and

$440 million increase in restricted cash primarily due to secured

debt issuance related to Chilean hydro acquisition

The increase in cash used in investing activities in 2011 as compared

to 2010 is primarily due to the following

$290 million decrease in proceeds from sales of equity investments

and other assets and sales of and collections on notes receivable

as result of cash received in 2010 from the sale of 50% interest

in DukeNet and the sale of Duke Energys 30% interest in Q-Comm

partially offset by the 2011 sale of Windstream stock received in

conjunction with the Q-Comm sale in December 2010 and

$230 million increase in purchases of available-for-sale securities

net of proceeds due to the investment of excess cash held in foreign

jurisdictions

These increases in cash used were partially offset by the following

$390 million decrease in capital investment and acquisition

expenditures primarily due to construction of the Edwardsport IGCC

plant and Cliffside Unit nearing completion

Financing Cash Flows

The following table summarizes key components of Duke Energys

investing cash flows for the three most recently completed fiscal years

Years Ended December 31

in millions 2012 2011 2010

Capital investment and acquisition expenditures $5958 $4464 $4855

Available for sale securities net 182 131 95

Proceeds from sales of equity investments and other

assets and sales of and collections on notes receivable 212 118 406

Other investing items 269 43 69

Net cash used in investing activities $6191 $4434 $4423

The following table summarizes key components of Duke Energys

financing cash flows for the three most recently completed fiscal years

Years Ended December 31

in millions 2012 2011 2010

Issuance of common stock related to

employee benefit plans 23 67 302

Issuance of long-term debt net 1612 2292 1091

Notes payable and commercial paper 218 208 55

Dividends paid 1152 1329 1284

Otherfinancing items 46 36 14

Net cash provided by financing activities 261 1202 40
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The decrease in net cash provided by financing activities is 2012 as

compared to 2011 was due primarili to the following

$620 mit ion decrease in net issuances of long-term debt primarily

due to the timing of issuances and redemptions between years and

$420 million increase in quarterly dividends primarily due to an

increase in common shares outstanding resulting from the merger with

Progress Energy and an incease in dividends per share from $0.75 to

$0765 in the third quarter of 2012 The total annual dividend
per

share

was $3.03 in 2012 compared to $2.97 in 2011

These decreases in cash provided were partially offset by

$70 million increase in proceeds from net issuances of notes payable

and commercial paper primarily due to the PremierNotes program net

of paydown of commercial paper

The increase in net cash provded by financing activities in 2011 as

compared to 2010 was due primarily to the following

$1200 million net increase in long-term debt
primarily

due to

financings associated with the ongoing fleet modernization program and

$260 million increase in proceeds from net issuances of notes

payable and commercial pzipe primarily due to PremierNotes and

commercial paper issuancEs

These increases in cash provided were partially offset by

$240 million decrease in proceeds from the issuances of common

stock primarily related to te Dividend Reinvestment Plan DRIP and

other internal plans due to the discontinuance of new share issuances

in the first quarter of 2011 and

$50 million increase in dividends paid
in 2011 due to an increase in

dividends
per

share from $0735 to $0.75 in the third quarter of 2011

The total annual dividend per share was $2.97 in 2011 compared to

$2.91 in 2010

Significant Notes Payable and Long-Term Debt Activities 2012- 2013

Duke Energys outstanding long-term debt including current maturities

as of December 31 2012 includes approximately $17.8 billion assumed in the

merger with Progress Energy This amount includes $2.3 billion of fair value

adjustments recorded in connection with purchase accounting for the Progress

Energy merger which are not
part

ni future principal payments and will amortize

over the remaining life of the debt See Note to the Consolidated Financial

Statements cquisitions Dispositions and Sales of Other Assets for additional

information related to the merger with Progress Energy

On February 2013 Duke Energy announced that it will redeem all shares

of the three and five series of preferrod stock issued by Progress Energy Carolinas

and Progress Energy Florida respectively of $93 million on March 2013

In January 2013 Duke Energy issued $500 million of unsecured junior

subordinated debentures which carry fixed interest rate of 5.125% are

callable at
par

after five
years

and mature January 15 207.3 Proceeds from the

issuance were used to redeem at par $300 million of 7.10% junior subordinated

debt in February 2013 with the remainder to repay portion of commercial

paper as it matures to fund capital expenditures of our unregulated businesses

and for general corporate purposes

In December 2012 Duke Energy entered credit agreements with

commercial bank for $190 million bridge loan and $200 million revolving

loan The bridge loan carries variable interest rate equal to the 180-day Libor

rate plus 0.80% and matures on June 20 2013 The revolving loan carries

variable interest rate equal to the 360-day Libor rate pIus 1.35% and is payable

in full on December 20 2013 Duke Energy has the right to extend the term of

the revolving loan for an additional 1-year terms not to exceed final maturity

of 13 years from the date of the initial funding Both loans are collateralized

with cash deposits equal to 101% of the loan amounts and therefore no net

proceeds from the financings exist as of December 31 2012

In December 2012 Los Vientos Windpower IA LLC Los Vientos 1A and

Los Vientos Windpower 1B LLC Los Vientos 1B subsidiaries of Duke Energy

Generation Services Inc DEGS an indirect wholly owned subsidiary of Duke

Energy each entered into long-term loan agreements of $246 million and

$177 million respectively Of the total loan amounts for Los Vientos 1A and

Los Vientos 1B $110 million for each is at fixed interest rate of 4.740% that

mature in June 2037 and June 2036 respectively The remainder of the Los

Vientos 1A and Los Vientos lB loan amounts of $136 million and $67 million

respectively is at the six month adjusted London Interbank Offered Rate LIBOR

plus an applicable margin that was initially set at 2.774% for each loan In

connection with the variable rate portion of the loans Los Vientos IA and Los

Vientos lB entered into interest rate swaps to convert the substantial majority

of the variable rate loan interest payments from variable rate to fixed rate

of 2.055% and 2.0175% respectively plus the applicable margin which was

2.25% as of December 31 2012 for each loan and each of these loans is due

to mature June 30 2030 The collateral for the loans are substantially all of

the assets of Los Vientos Windpower IA LLC and Los Vientos Windpower 1B

LLC Proceeds from the issuances will be used to help fund the existing wind

portfolio

In November 2012 Progress Energy Florida issued $650 million principal

amount of first mortgage bonds of which $250 million
carry

fixed interest

rate of 0.65% and mature November 15 2015 and $400 million carry fixed

interest rate of 3.85% and mature November 15 2042 Proceeds from the

issuances will be used to repay $425 million 4.80% first mortgage bonds due

March 2013 as well as for general corporate purposes

In September 2012 Duke Energy Carolinas issued $650 million principal

amount of first mortgage bonds which carry fixed interest rate of 4.00% and

mature September 30 2042 Proceeds from the issuance were used to
repay

at

maturity the $420 million debentures due through November 2012 as well as

for general corporate purposes including the funding of capital expenditures

In August 2012 Duke Energy Corporation issued $1.2 billion of senior

unsecured notes of which $700 million carry fixed interest rate of 1.625%

and mature August 15 2017 and $500 million
carry

fixed interest rate

of 3.05% and mature August 15 2022 Proceeds from the issuances were

used to repay at maturity Duke Energy Ohios $500 million debentures due

September 15 2012 as well as for general corporate purposes including the

repayment of commercial paper

In April 2012 Duke Energy executed joint venture agreement with

Sumitomo Corporation of America SCOA Under the terms of the agreement

Duke Energy and SCOA each own 50% interest in the joint venture

DS Cornerstone LLC which owns two wind generation projects The facilities

began commercial operations in June 2012 and August 2012 Duke Energy and

SCOA also negotiated $330 million Construction and 12-year amortizing

Term Loan Facility on behalf of the borrower wholly owned subsidiary of the

joint venture The loan agreement is non-recourse to Duke Energy Duke Energy

received proceeds of $319 million upon execution of the loan agreement This

amount represents reimbursement of significant portion of Duke Energys

construction costs incurred as of the date of the agreement See Note 18 to

the Consolidated Financial Statements Variable Interest Entities for further

information
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In March 2012 Duke Energy Indiana issued $250 million
principal amount

of first mortgage bonds which
carry

fixed interest rate of 4.20% and mature

March 15 2042 Proceeds from the issuance were used to repay portion of

Duke Energy Indianas outstanding short-term debt

In January 2012 Duke Energy Carolinas used proceeds from its December

2011 $1 billion issuance of principal amount of first mortgage bonds to repay

$750 million 6.25% senior unsecured notes that matured January 15 2012

Significant Notes Payable and Long-Term Debt Activities 2011

In December 2011 Duke Energy Carolinas issued $1 billion principal

amount of first mortgage bonds of which $350 million
carry

fixed interest rate

of 1.75% and mature December 15 2016 and $650 million carry fixed interest

rate of 4.25% and mature December 15 2041 Proceeds from the issuances

were used to repay $750 million 6.25% senior unsecured notes which matured

January 15 2012 with the remainder to fund capital expenditures and for

general corporate purposes

In November 2011 Duke Energy issued $500 million of senior unsecured

notes which carry fixed interest rate of 2.15% and mature November 15

2016 Proceeds from the issuance will be used to fund capital expenditures in

Duke Energys unregulated businesses in the U.S and for general corporate

purposes

In the third
quarter

of 2011 Duke Energy issued an additional

$450 million in Commercial Paper Proceeds from this issuance were used for

general corporate purposes In the fourth
quarter

of 2011 Duke Energy repaid

$375 million of Commercial Paper with the proceeds from the August 2011 Duke

Energy debt issuances discussed below

In August 2011 Duke Energy issued $500 million principal amount of

senior unsecured notes which carry fixed interest rate of 3.55% and mature

September 15 2021 Proceeds from the issuance were used to repay portion

of Duke Energys commercial paper as discussed above as it matures to fund

capital expenditures in Duke Energys unregulated businesses in the U.S and for

general corporate purposes

In May 2011 Duke Energy Carolinas issued $500 million principal

amount of first mortgage bonds which carry fixed interest rate of 3.90% and

mature June 15 2021 Proceeds from this issuance were used to fund capital

expenditures and for general corporate purposes

Significant Notes Payable and Long-Terni Debt Activities 2010

In December 2010 Top of the World Wind Energy LLC subsidiary of DEGS

an indirect wholly owned subsidiary of Duke Energy entered into long-term

loan agreement for $193 million principal amount maturing in December 2028

The collateral for this loan is substantially all of the assets of Top of the World

Windpower LLC The initial interest rate on the notes is the six month adjusted

LIBOR plus an applicable margin In connection with this debt issuance DEGS

entered into an interest rate swap to convert the substantial majority of the

loan interest payments from variable rate to fixed rate of 3.465% pIus the

applicable margin which was 2.375% as of December 31 2012 Proceeds from

the issuance will be used to help fund the
existing wind portfolio

In September 2010 Duke Edergy Carolinas converted 143 million of

tax-exempt variable-rate demand bonds to tax-exempt term bonds which

carry
fixed interest rate of4.375% and mature October 2031 Prior to the

conversion the bonds were held by Duke Energy Carolinas as treasury
bonds In

connection with the conversion the tax-exempt bonds were secured by series

of Duke Energy Carolinas first mortgage bonds

In September 2010 Duke Energy Carolinas converted $100 million of

tax-exempt variable-rate demand bonds to tax-exempt term bonds which carr

fixed interest rate of 4.625% and mature November 2040 In connection

with the conversion the tax-exempt bonds were secured by series of Duke

Energy Carolinas first mortgage bonds

In September 2010 Duke Energy Indiana refunded $70 million of tax-exempt

auction rate bonds through the issuance of $70 million principal amount of

tax-exempt term bonds of which $60 million
carry

fixed interest rate of 3.375%

and mature March 2019 and $10 million carry fixed interest rate of 3.75%

and mature April 2022 In connection with the conversion the tax-exempt bonds

were secured
by series of Duke Energy Indianas first mortgage bonds

In July 2010 Duke Energy Indiana issued $500 million principal amount

of 3.75% first mortgage bonds due July 15 2020 Proceeds from the issuance

were used to repay $123 million of borrowings under the Master Credit Facility

to fund Duke Energy Indianas ongoing capital expenditures and for general

corporate purposes

In July 2010 International Energy issued $281 million principal amount

in Brazil which carries an interest rate of 8.59% plus IGP-M Brazils monthly

inflation index non-convertible debentures dueJuly 2015 Proceeds of the

issuance were used to refinance Brazil debt related to DEIGP and for future debt

maturities in Brazil

In June 2010 Duke Energy Carolinas issued $450 million principal amount

of 4.30% first mortgage bonds due June 15 2020 Proceeds from the issuance

were used to fund Duke Energy Carolinas ongoing capital expenditures and for

general corporate purposes

In May 2010 Green Frontier Wind Power LLC subsidiary of DEGS an

indirect wholly owned subsidiary of Duke Energy entered into long-term loan

agreement for $325 million principal amount maturing in 2025 The collateral

for this loan is group of five wind farms located in Wyoming Colorado and

Pennsylvania The initial interest rate on the notes is the six month adjusted

LIBOR plus an applicable margin In connection with this debt issuance DEGS

entered into an Interest rate swap to convert the substantial
majority of the

loan interest payments from variable rate to fixed rate of approximately

3.4% plus the applicable margin which was 2.5% as of December 30 2012

Proceeds from the issuance were used to help fund the existing wind portfolio

In March 2010 Duke Energy issued $450 million principalamount of

3.35% senior unsecured notes due April 2015 Proceeds from the issuance

were used to repay $274 million of borrowings under the mastei credit facility

and for general corporate purposes

Credit Facilities

Master Credit Facility Summary

In November 2011 Duke Energy entered into $6 billion 5-year master

credit facility expiring in November 2016 with $4 billion available at closing

and the remaining $2 billion available following successful completion of the

merger with Progress Energy In October2012 the Duke Energy Registrants

reached an agreement with banks representing $5.63 billion of commitments

under the master credit facility to extend the expiration date by one year to

November 2017 Through November 2016 the available credit under this

facility remains $6 billion The Duke EnergyRegistrants each have borrowing

capacity under the master credit
facility up to specified sublimits for each

borrower However Duke Energy has the unilateral
ability at any time to increase

or decrease the borrowing sublimits of each borrowe subject to maximum

sublimit for each borrower See the table below for the borrowing sublimits for

eaclj.of the borrowers as of December 31 2012 The amount available under

the master credit facility is reduced by the use of the master credit facility

to backstop the issuaqces of commercial paper certain letters of credit and
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variable rate demand tax-exempt bonds that may be put to the Company at the

option of the holder Borrowing sublimits for the Subsidiary Registrants are also

reduced for amounts outstanding under the money pool arrangement The credit

In January 2012 Duke Energy Indiana and Duke Energy Kentucky

collectively entered into $156 million 2-year bilateral letter of credit

agreement under which Duke Energy Indiana and Duke Energy Kentucky may

request
the issuance of letters of credit up to $129 million and $27 million

respectively on their behalf to support various series of variable-rate demand

bonds In addition Duke Energy Indiana entered into $78 million 2-year

bilateral letter of credit facility These credit facilities may not be used for any

purpose other than to support the variable rate demand bonds issued by Duke

Energy Indiana and Duke Energy Kentucky In February 2012 letters of credit

were issued corresponding to the amount of the facilities to support various

series of tax-exempt bonds at Duke Energy Indiana and Duke Energy Kentucky

In February 2013 the letters of credit were amended to extend the expiration

date to January 2015

Duke Energys debt and credit agreements contain various financial

and other covenants Failure to meet those covenants beyond applicable

grace periods could result in accelerated due dates and/or termination of the

agreements As of December 31 2012 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 to the acceleration of other significant

indebtedness of the borrower or some of its subsidiaries None of the debt or

credit agreements contain material adverse change clauses

Credit Ratings

Duke Energy and certain subsidiaries each hold credit ratings by Fitch

Ratings Fitch Moodys Investors Service Moodys and Standard Poors

SP Duke Energys corporate credit rating and issuer credit rating
from Fitch

Moodys and respectively
as of February 13 2013 is BBB Baa2 and

BBB repectively As of February 13 2013 the Duke Energy Registrants have

stable outlook rating from Fitch and Moodys with the exception
of Progress

Energy Florida which has negative utlook at Fitch In addition the Duke

Energy Registrants have negative
outlook rating from SP

The following table includes the Duke Energy Registrants Senior

Unsecured Credit Ratings as of February 13 2013

Moodys

Standard Investor

and Poors Service Fitch

Duke Energy Corporation

Duke Energy
Carolinas

Progress Energy

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio

Duke Energy Indiana

Duke Energy Kentucky

facility contains covenant requiring the debt-to-total capitalization ratio to not

exceed 65% for each borrower

Duke Energys credit ratings are dependent on among other factors the

ability to generate sufficient cash to fund capital and investment expenditures

and pay dividends on its common stock while maintaining the strength of its

current balance sheet If as result of market conditions or other factors Duke

Energy is unable to maintain its current balance sheet strength or if its earnings

and cash flow outlook materially deteriorates Duke Energys credit ratings could

be negatively impacted

Credit-Related Clauses

Duke Energy may be required to repay certain debt should the credit

ratings at Duke Energy Carolinas fall to certain level at SP or Moodys As

of December 31 2012 Duke Energy had $9 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 SP or Baa2

at Moodys

First Mortgage Bond Restrictions

The Subsidiary Registrants first mortgage bonds are secured under

their respective mortgage indentures Each mortgage constitutes first lien

on substantially
all of the fixed properties of the respective company subject

to certain permitted encumbrances and exceptions The lien of each mortgage

also covers subsequently acquired property Each mortgage allows the issuance

of additional first mortgage bonds based on property additions retirements of

first mortgage bonds and the deposit of cash if certain conditions are satisfied

Most of the Subsidiary Registrants are required to pass net earnings test in

order to issue new first mortgage bonds other than on the basis of retired bonds

under certain circumstances The test requires that the issuers adjusted net

earnings which is calculated based on results for 12 consecutive months within

the prior 15 to 18 months be at least twice the annual interest requirement

for bonds currently outstanding and to be outstanding Duke Energy Indianas

and Progress Energy Floridas ratios of net earnings tu the annual interest

requirement for bonds have at times in 2012 been below 2.0 times due to

various.charges to operating expenses As discussed in Note Regulatory

Matters these charges and any future charges may impact future net earnings

tests and affect the ability of Duke Energy Indiana and Progress Energy Florida

to issue first mortgage bonds In the event Duke Energy Indianas or Progress

Energy Floridas long-term debt requirements exceed its first mortgage

bond capacity Duke Energy Indiana or Progress Energy FIrida can access

alternative sources of capital including
but not limited to issuing unsecured

debt borrowing under the money pool entering into bilateral direct loan

arrangements and if necessary utilizing
available capacity under the master

credit facility All other DEC registrants
have earnings substantially

in excess of

the net earnings
test requirement for issuing first mortgage bonds

Duke Energy
Duke Energy Progress Energy Progress Duke Energy Duke Energy

in millions Parent Carolinas Carolinas Energy Florida Ohio Indiana Totap

Facility Size $1750 $1250 $750 $750 750 750 $6000

Notes Payable and Commercial Paper 195 300 ---- 104 201 800

Outstanding Letters of Credit 50 60

Tax Exempt Bonds 15 84 81 240

Available Capacity
$1505 868 $748 $749 562 $468 $4900

Represents the subhmd of each burrower at Dre.ember 31 2012 The Duke Energy Ohio sobhmit includes stun million for Duke Energy Kentucky

Duke Energy issued $450 roition of Commercial Paper and loaned the proceeds through the money pool to Duke Energy Carolinas and Duke Energy Indiana The balances are classified as iong-tennn borrowings wrthin

Lung-term Debt in Duke Energy Carolinas and Duke Energy
Indianas Consolidated Balance Sheets

BBB Baa2

BBB A3

BBB Baa2

BBB A3

BBB Baal

BBB Baal

BBB Baal

BBB Baal

BBB

BBB

A-

A-

A-

A-
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Other FinancingMatters

The following table shows significant amounts presented as Current

maturities of
long-term

debt on the Duke Energy Registrants respective

Consolidated Balnce Sheets as of December1 2012 The amounts were

presented as Long-term debt as of December 31 2011 except for the secured

debt The Duke Energy Registrants currently anticipates satisfying these

obligations
with proceeds from additional borrowings unless otherwise noted

in millions Maturity Date Interest Rate December 31 2012

Unsecured Debt

Duke Energy Parent June 2013 5.650% 250

Duke Energy Indiana September 2013 5.000% 400

Secured Debt

Duke Energy December 2013 3.796% 423

Duke Energy June 2013 1.009% 190

First Mortgage Bonds

Duke Energy Carolinas November 2013 5.150% 400

Progress Energy Carolinas September 2013 5.125% 400

Progress Energy florida March 2013 4.800% 425

Duke Energy Ohio June2013 2.100% 250

Other
312

Current maturities of

long-term
debt $3110

Represents construction loan related too renewable energy project that will be converted to term nan

once construction is complete

Notes are fully offset with cash cofloteral which is recorded in Other current assets in thn consobdated

Balance Sheets as of December 31 2012

On November 13 2012 Duke Energy filed prospectus supplement to

the September 2010 Form S-3 with the Securities and Exchange Commission

SEC to sell up to $1 billion of fixed or variable rate unsecured senior notes

called InterNotes due one year to 30 years from the date of issuance The

InterNotes will be issued in the retail markets as direct
unsecured and

unsubordinated obligations of Duke Energy Corporation The net proceeds from

the sale of InterNotes will be used to fund capital expenditures
in Duke Energys

unregulated businesses and for general corporate purposes The balance as of

December 31 2012 is $35 million with maturities rangingfrom 10 tol4 years

The notes reflect long-term debt obligations
of Duke Energy and are reflected as

Long-term debt on Duke Energys Consolidated Balance Sheets

On March 2012 Progress Energy as well-known seasoned issue

Progress Energy Carolinas and Progress Energy Florida filed combined shelf

registration statement with the SEC which became effective upon filing with

the SEC The registration statement is effective for three years
and does not

limit the amount or number of various securities that can be issued On July

2012 Progress Energy deregistered its equity securities from the registration

statement in connection with the merger with Progress Energy but retained

its ability to issue senior debt securities and junior
subordinated debentures

wider the registration statement However we do not expect Progress Energy

to issue any new securities of these types in the future Under Progress Energy

Carolinas and Progress Energy Floridas registration statements they may issue

various long-term debt securities and preferred stock

On April 42011 Duke Energy filed registration statement Form S-3

with the SEC to sell up to $1 billion maximum of $500 million of notes

outstanding at any particular time of variable denomination floating rate

demand notes called PremierNotes The notes are offered on continuous basis

and bear interest at floating rate per annum determined by the Duke Energy

PremierNotes Committee or its designee on weekly basis The interest rate

payable on notes held by an investor may vary
based on the principal amount of

the investment The notes have no stated maturity date but may be redeemed

in whole or in part by Duke Energy at any time The notes are non-transferable

and may be redeemed in whole or in part at the investors option Proceeds from

the sale of the ftotes will be used for general corporate purposes The balance as

of December 31 2012 and December 31 2011 is $395 million and $79 million

respectively The.notes reflect short-term debt obligation of Duke Energy

and are reflected as Notes Payable and Commercial Paper on Duke Energys

Consolidated Balance Sheets

In September 2010 Duke Energy filed Form S-3 with the SEC Under

this Form S-3 which is uncapped Duke Energy Duke Energy Carolinas Duke

Energy Ohio and Duke Energy Indiana may issue debt and other securities in the

future at amounts prices and with terms to be determined at the time of future

offerings The registration statement also allows for the issuance of common

stock by Duke Energy

Duke Energy has paid quarterly cash dividends for 87 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

Dividend and Other Funding Restrictions of Duke Energy Subsidiaries

As discussed in Note to the Consolidated Financial Statements

Regulatory Matters Duke Energys 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 result of conditions imposed

by various regulators in conjunction
with Duke Energys mergers with Cinergy

and Progress Energy Progress Energy Carolinas and Progress Energy Florida

also have restrictions imposed by their first mortgage bond indentures and

Articles of Incorporation which in certain circumstances limited their ability

to make cash dividends or distributions on common stock Additionally certain

other Duke Energy subsidiaries have other restrictions such as minimum

working capital and tangible
net worth requirements pursuant to debt and other

agreements that limit the amount of funds that can be transferred to Duke

Energy At December 31 2012 the amount of restricted net assets of wholly

owned subsidianes of Duke Energy that may not be distributed to Duke Energy

in the form of loan or dividend is $10.3 billion However Duke Energy does

not have any legal or other restrictions on paying common stock dividends to

shareholders out of its consolidated equity accounts 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 Energys ability to access aash to meet its payment

of dividends on common stock and other future funding obligations

Off-Balance Sheet Arrangements

Duke Energy and certain of its subsidiaries enter into guarantee

arrangements in the normal course of business to facilitate commercial

transactions with third parties These arrangements include performance

guarantees stand-by letters of credit debt guarantees surety bonds and

indemnifications

Most of the guarantee arrangements entered into by Duke Energy enhance

the credit standing of certain subsidiaries non-consolidated entities or less

than wholly
owned entities enabling them to conduct business As 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 orbn behalf of Spectra Energy Capital LLC Spectra

Capital through indemnification agreements entered into as part of the spin-off

of Spectra Energy Corp Spectra Energy having to honor its contingencies is

largely dependent upon the future operations of the subsidiaries investees and

other third parties or the occurrence of certain future events

Duke Energy performs ongoing assessmentsof their respective guarantee

obligations to determine whether any liabilities have been incurred as result of

potential increased non-performance risk by third parties for which Duke Energy

has issued guarantees
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See Note to the Consolidated Financial Statements Guarantees and

Indemnifications for further details of the guarantee arrangements

Issuance of these guarantee arrangements is not required for the majority

of Duke Energys operations Thus if Duke Energy discontinued issuing these

guarantees there would not be material impact to the consolidated results ot

operations cash flows or financial position

Contractual Obligations

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 Note to the Consolidated Financial Statements

Commitments and Contingencies

Duke Energy enters into contracts that require payment of cash at certain
specified periods based on certain specified minimum quantities and prices The

following table summarizes Duke Energys contractual cash obligations as of December 31 2D12

Payments Due By Period

Less than 2-3
years 4-5 years Mere than

years

lie rnf lions Total
year 2013 2014 2015 2016 2017 2018 beyond

Long-term debt $35461 2914 4472 3285 $24730

Interest payments en long-term debf 23031 1671 2922 2585 15853

Capital leases 2713 210 361 363 1779

Operating leases 1682 171 295 235 981

Purchase obligations

Fuel and purchased powe0 24860 5011 6871 3319 9659

Other purchase obligatiens 3211 1338 817 251 865

Uncertain tax pnsitiansOi

Nudear decommissioning trust annual tuiding 1712 92 183 183 1254

Total contractual cash abhgatiuns $92730 $11467 $15921 $10221 $55121

al see Note to the consolidated rinancial Stahrnrents neht and credit racitities

Ib Interest payments on ouriable rote deht inntruments were calculated using current interest rates and holding them constant for the life of the instruments

id See Nate to the Consolidated rinancial Stahments commitmento and contingencies Amounts in the table abase include the interest component of capital leases based on the interest rates stated in the lease

agreements and enclude certain related eeecntnry costs

IdI current liahildies encept for current maturities at long-term debt and purchase obligations reflected in the Consolidated Dalance sheets hase been eocleded tram the aboee table

In lnclodes contractual obligahons to purchase physical quantihes sf electricity ceal nuclear fuel and limestone including total of $195 million for nuclear fuel cnntractuul obligatinns related to Ciyatal einer Onit Also

includes firm
capacity payments that prnnide Duke Energy with uninturnapted firm access to electricity transmission capacity and natural gas transportation contracts as well as ondesignated contracts and contracts that

qualify as normal purchase/normal sale NPN5 ror contracts where the price paid is bused onus indee the amount is based on market prices at December 31 2Dt2 ror certain of these amounts Duke Energy may settle en

net cash basis niece Duke Energy hus eotensd into payment netting armngements with couoterparties thot permit Duke Energy to offset receinablea and payables with such csunterparties

fI Includes contracts tar snftwarn tetephune data and consulting or adnisery uemices Amount also includes contractual obligations for engineering procurement and cnnst mct ion cests tar new generot inn plants and nuctear

paet returbishments ennirenmental projects on fossil tacildies major maintenance of certain nonregnated plants maintenance and day to day contract work at certain wind tacildies and cammitments to buy wind and

combustion turbines ICC Amount esclurtes cirrtain uyen purchase orders for semices that are yrnoided on demand for which the timing nt the purchase cannot be determined and Progress Energy rlsridus engineering

procurement and construction agreement for l.esy See Note tn the Consolidated rinnecial Statemeetu Commitments and çontingtncien for further discussion of the Le engineering procorement and cnnotructinn

agreement

uncertain tan posihons of $546 million am no reflected in this table as Duke Energy cannot predict when open income too yeam will clase with completed eoominationo See Note 24 to the Conoelidated Financial statements

Income Tunes

Ihi nelated tn future annual funding nbligutiono to nuclear decommissioning trust fund NDTF through nuclear power stations re-licensing dates Amounts thrqugh 2617 include $13 million per year for North Carelina

urisdictional amounts that Prugress Cnergy Carolinas retained internally and is transitioning to its enternat decommissioning funds per 2D66 NCDC ordec The transition of the original $131 million must be complete by

December 3t 2617 and of must it percent rrost be troositioned each year See Note 9th the Consolidated rinaeciam Statements Asoef ttetiremeot Obligations

10 The fable abose encludns reserses for litigatinir eneironmental remediatian asbestos-related injuries and damages claims and self-insurance claims loge Nate ts the Csnsolidated rinancial Statements Commitments

and Contingencies becauue Duke Energy is uncertain aa to the timing of when cash payments will be required Additionally the table aboue eoclodea annual insurasce pmmiums that are necessary to operate the busieeas

including nuclear insurance lane Nate to the Consolidated Financial Statements Commitments and Contingencies funding of pension and other post-retirement benefit plans see Note 23 to the Consolidated rinancia

Stutements Employee eenefit Plans asset retirement obligations see Note to the Consolidated Financial Statements Asset netirement Obligations and regulatory liabilities see Note to the Cnnsnlidafed Financial

Statements eegslatnry Matters becasse the amnunt and timing of the cash payments are uncertain Also encloded urn Detoired lncsme Cases and lnnentment Tao Cmdits recorded nn the Cnnsnlidated eafance thdetn since

cash payments for income fangs are deterrninud based primarily an tanable income fur each discrete hocal year

Quantitative and Qualitative Disclosures About Market Risk

Risk Management Policies

The Duke Energy Registrants are exposed to market risks associated

with Commodity prices Credit quality interest rates equity prices and foreign

currency exchange rates Management has established comprehensive risk

management policies to monitor and manage these market risks Duke Energys

Chief Executive Officer and Chief Financial Officer are responsible for the overall

approval of market risk management policies and the delegation of approval

and authorization levels The Finance and Risk Management Committee of the

Board of Directors receives periodic updates from the Chief Risk Officer and

other members ef 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

The following disclosures about market risk contain forward-looking

statements that involve estimates projections goals forecasts assumptions

risks and uncertainties that could cause actual results or outcomes to differ

materially from those expressed in the forward-looking statements Please

review Item 1A Risk Factors and Safe Harbor for Forward-Looking

Statements for discussion of the factors that may impact any such forward-

looking statements made herein

The risks discussed below do not include the price risks associated with

nonfinanciaF instrument transactions and positions associated with the Duke

Energy Registrants operations such as purchase and sales commitments and

inventory
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Commodity Price Risk

The Duke Energy Registrants are exposed to the impact of market

fluctuations in the prices of
electricity coal natural gas and other energy-related

products marketed and purchased as result of its ownership of energy related

assets The Duke Energy Registrants exposure to these fluctuations is limited

by the cost-based regulation of its U.S Franchised Electric and Gas operations

as these regulated operations are typically allowed to recover substantially all

of these costs through various
cost-recovery clauses including fuel clauses

While there may be delay in timing between when these costs are incurred

and when these costs are recovered through rates changes from year to year

generally do not have material impact on operating results of these regulated

operations At December 31 2012 substantially all derivative commodity

instrument positions were subject to regulatory accounting treatment

Price risk represents the potential risk of loss from adverse changes in

the market price of electricity or other energy commodities The Duke Energy

Registrants exposure to commodity price risk is influenced by number of

factors including contract size length market liquidity location and unique

or specific contract terms The Duke Energy Registrants employ established

policies and procedures to manage the risks associated with these market

fluctuations which may include using various commodity derivatives such as

swaps futures forwards and options For additional information see Note 15

to the Consolidated Financial Statements Risk Management Derivative

Instruments and Hedging Activities

Validation of contracts fair value is performed by an internal group

separate from the Duke Energy Registrants deal origination areas While

the Duke Energy Registrants use common industry practices to develop their

valuation techniques changes in their pricing methodologies or the underlying

assumptions could result in significantly different fair values and income

recognition

Hedging Strategies

The Duke Energy Registrants closely monitor the risks associated with

commodity price changes on their future operations and where appropriate use

various commodity instruments such as electricity coal and natural gas forward

contracts to mitigate the effect of such fluctuations on operations in addition

to optimizing the value of the nonregulated generation portfolio Duke Energys

primary use of energy commodity derivatives is to hedge the generation portfolio

against exposure to the prices of power and fuel

The majority of instruments used to manage the Duke Energy Registrants

commodity price exposure are either not designated as hedge or do not

qualify for hedge accounting These instruments are referred to as undesignated

contracts Mark-to-market changes for undesignated contracts entered into

by regulated businesses are reflected as regulatory assets or liabilities on

the Consolidated Balance Sheets Undesignated contracts entered into by

unregulated businesses are marked-to-market each period with changs in the

fair value of the derivative instruments reflected in earnings

Certain derivatives used to manage the Duke Energy Registrants

commodity price exposure are accounted for as either cash flow hedges or

fair value hedges To the extent that instruments accounted for as hedges

are effective in offsetting the transaction being hedged there is no impact to

the Consolidated Statements of Operations until after delivery or settlement

occurs Accordingly assumptions and valuation techniques for these contracts

have no impact on reported earnings prior to settlement to the extent they

are effective Several factors influence the effectiveness of hedge contract

including the use of contracts with different commodities or unmatched terms

and
counterparty credit risk Hedge effectiveness is monitored regularly and

measured at least quarterly

In addition to the hedge contracts described above and recorded on

the Consolidated Balance Sheets the Duke Energy Registrants enter into other

contracts that qualify for the NPNS exception When contract meets the

criteria to qualify as an NPNS the Duke Energy registrants apply such exception

Income recognition and realization related to NPNS contracts
generally

coincide with the physical delivery of power For contracts qualifying for the

NPNS exception no recognition of the contracts fair value in the Consolidated

Financial Statements is required until settlement of the contract as long as the

transaction remains probable of occurring

Generation Portfolio Risks

The Duke Energy Registrants are primarily exposed to market price

fluctuations of wholesale power natural gas and coal prices in the U.S

Franchised Electric and Gas and Commercial Power segments The Duke Energy

Registrants optimize the value of their wholesale and nonregulated generation

portfolios The portfolios include generation assets power and capacity fuel

and emission allowances Modeled forecasts of future generation output fuel

requirements and emission allowance requirements are based on forward

power fuel and emission allowance markets The component pieces of the

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 For Duke Energy Carolinas and Duke Energy

Indiana aswell as the Kentucky regulated generation owned by Duke Energy

Ohio the generation portfolio not utilized to serve retail
operations or committed

load is subject to commodity price fluctuations although the impact on the

Consolidated Statements of Operations is
partially offset by mechanisms in

these regulated jurisdictions that result in the sharing of net profits from these

activities with retail customers Duke Energy Ohio is subject to wholesale

commodity price risks for its nonregulated generation portfolio The non-

regulated generation portfolio dispatches all of their electricity into unregulated

markets and receives wholesale energy margins and capacity revenues from

PJM Duke Energy Ohio has fully hedged its forecasted coal-fired generation

for 2013 Capacity revenues are 100% contracted in PJM through May 2015

International Energy generally hedges its expected generation using long-term

bilateral power sales contracts when favorable market conditions exist and it is

subject to wholesale commodity price risks for electricity not sold under such

contracts International Energy dispatches electricity not sold under longterm

bilateral contracts into unregulated markets and receives wholesale energy

margins and capacity revenues from national system operators Derivative

contracts executed to manage generation portfolio risks for delivery periods

beyond 2013 are also exposed to changes in fair value due to market price

fluctuations of wholesale powe fuel oil and coal See Sensitivity Analysis for

Generation Portfolio and Derivative Price Risks below for more information

regarding the effect of changes in commodity prices on the Duke Energy

Registrants net income

Other Commodity Risks

At December 31 2012 pre-tax income in 2013 was not expected to be

materially impacted for exposures to other commodities price changes

Sensitivity Analysis for Generation Portfolio and Derivative Price Risks

The table below summarizes the estimated effect of commodity price

changes on the Duke Energy Registrants pre-tax net income based on

sensitivity analysis performed as of December 31 2012 and December 31

2011 for Duke Energy and Duke Energy Ohio Forecasted exposure to commodity

price risk for Duke Energy Carolinas Progress Energy Carolinas Progress Energy

Florida and Duke Energy Indiana is not anticipated to have material adverse

effect on their consolidated results of operations in 2013 based on sensitivity

analysis performed as of December 31 2012 The
sensitivity analysis performed

as of December 31 2011 related to forecasted exposure to commodity price

risk during 2012 also indicated that commodity price risk would not have

material adverse effect on the consolidated results of operations of Duke Energy

Carolinas Progress Energy Carolinas Progress Energy Florida and Duke Energy

Indiana during 2012 and the impacts of changing commodity prices in their

consolidated results of operations for 2012 was insignificant The
following

commodity price sensitivity calculations consider existing hedge positions and

estimated production levels as indicated in the table below but do not consider

other potential effects that might result from such changes in commodity prices
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Summary of Sensitivity Analysis for Ceneration Portfolio and Derivative Price Risks

Generation Portfolio Sensitivities for Derivatives

Risks for 2013 Beyond 2013

As of December 31 As of December 31

2012 2011 2012 20ll

Duke E.eigy

Forward wholesale power prices per MWh $34 $11 $103 $24

Forward coal prices per ton
11

Gas prices per MMBtu
21 42

Duke Energy Ohio

Forward wholesale pewer prices per MWh $32 $69 $103

Forward coal prices per ton 11

Gas prices per MMBtu
________--___________________________________

21 42

Amounts related to forward wholesale prices represent the potential impact ef commodity price changes en tnrecasted econemic generation which has net been coitracted oc hedged ltmounts relater to forward coal prices

and forward gas prices reprosent the potential impact of commodity price changes en foot needed On achieve such economic.generatian Amounts esciade the impact of mark-to-market changes on undesigoated contracfy

relating to periods in escess of see year from the respective date

Amounts reeresent sensitivihes related to derivotive costracts eoecoted to manage generahan portfolio risks fnr periods beyond 2013 AmnUts enclude tIme potential impact of commodity price changes so fomcasfed

economic generation and tuel needed to achieve such forecasted generahon

in millions
________________

Potential effect on pre-tax
net income assuming 10% price change tn

Credit Risk 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

Credit risk represents
the loss that the Duke Energy Registrants

would
will be reimbursed by the third-party

insurance carrier The insurance policy

incur if counterparty fails to perform under its contractual obligations
limit for potential future Insurance recoveries for indemnification and medical

reduce credit exposure the Duke Ener6y Registrants seek to enter into netting

cost claim payments is $935 million in excess of the sett insured retention

agreements with counterparties that permit them to offset receivables and
Insurance recoveries of $781 milhon and $813 million related to this policy are

payables with such counterparties Thu Duke Energy Registrants attempt
classified in the Consolidated Balance Sheets in Other within Investments and

to further reduce credit risk with certain counterparties by entering into
Other Assets and Receivables as of December31 2012 and 2011 respectively

agreements that enable obtaining collateral or terminating or resetting the
Duke Energy Carolinas is not aware of any uncertainties regarding the legal

terms of transactions after specified time periods or upon the occurrence of
sufficiency of Insurance claims Management believes the insurance recovery

credit-related events The Duke Energy Registrants may at times use credit
asset is probable

of
recovery as the insurance carrier continues to have strong

derivatives or other structures and techniques to provide for third-party credit
financial strength rating

enhancement of their counterparties obligations The Duke Energy Registrants
The Duke Energy Registrants also have credit risk exposure through

also obtain cash or letters of credit from customers to provide credit support
issuance of performance guarantees letters of credit and surety bonds on

outside of collateral agreements where appropriate based on financial
behalf of less than wholly

owned entities and third parties Where the Duke

analysis of the customer and the regulatory or contractual terms and conditions
Energy Registrants

have issued these guarantees it is possible that they could

applicable
to each transaction See Note 15 to the Consolidated Financial

be required to perform under these guarantee obligations in the event the obligor

Statements Risk Management Derivative Instruments and Hedging Activities
under the guarantee fails to perform Where the Duke Energy Registrants have

for additional information regarding credit risk related to derivative instruments
issued guarantees related to assets or operations that have been disposed of

The Duke Energy Registrants industry has historically operated under
via sale they attempt to secure indemnification from the buyer against all future

negotiated
credit lines for physical del very contracts The Duke Energy

performance obligations under the guarantees See Note to the Consolidated

Registrants frequently use master collateral agreements to mitigate certain
FInancial Statements Guarantees and Indemnifications for further

credit exposures The collateral agreeruents provide
for counterparty to

information on guarantees issued by the Duke Energy Registrants

post
cash or letters of credit to the exposed party for exposure in excess of an

The Duke Energy Registrants
are also subject to credit risk of their

established threshold The threshold amount represents negotiated unsecured
vendors and suppliers in the form of performance risk on contracts including

credit limit for each party to the agreement determined in accordance with the
but not limited to outsourcing arrangements major Construction projects

atid

Duke Energy Registrants
internal corporate credit practices

and standards commodity purchases The Duke Energy Registrants
crelit exposure to such

Collateral agreements generally also provide
that the inability to post collateral

vendors and suppliers may take the form of increased costs or project delays
in

is sufficient cause to terminate contracts and liquidate all positions

the event of non-performance

The Duke rnergy Registrants principal customers for its electric and gas
Credit risk associated with the Duke Registrants service to

businesses are commodity clearinghouses regional
transmission organizations

residential commercial and industrial customers is generally limited to

industrial commercial and residential end-users marketers distribution
outstanding accounts receivable The Duke Energy Registrants mitigate

this

companies municipalities electric cooperatives and utilities located throughout
credit risk by requiring customers to provide

cash deposit or letter of credit

the U.S and Latin America The Duke Energy Registrants have concentrations of
until satisfactory payment history is established subject to the rules and

receivables from such entities throughout these regions These concentrations
regulations in effect in each retail jurisdiction at which time the deposit is

of customers may affect the Duke nergy Registrants overall credit risk in that
typically

refunded Charge-ofs fo retail customers have historically been

risk factors can negatively impact the credit quality Of the entire sectOr Where insignificant to the operations
of the Duke Energy Registrants

and are typically

exposed to credit risk the Duke Energy Registrants analyze the counterpartiestm
recovered through the retail rates Management continually monitors customer

financial condition prior to entering
into an agreement establish credit limits

charge-offs and payment patterns
to ensure the adequacy of bad debt reserves

and monitor the appropriateness of those limits on an ongoing basis
Duke Energy Ohio and Duke Energy Indiana sell certain of their acounts

Duke Energy Carolinas has thrd-party insurance policy to cover certain
receivable and related collections through CRC Duke Energy consolidated

losses related to its asbestos-related injuries and damages above an aggregate
variable interest entity Losses on collection

are first absorbed by the equity

self insured retention of $476 million Duke Energy Carolinas cumulative
of CRC and neict by

the subordinated retained interests held by Duke Energy
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Ohio Duke Energy Kentucky and Duke Energy Indiana See Note 18 to the

Consolidated Financial Statements Variable Interest Entities

Based on the Duke Energy Registrants policies for managing credit risk

their exposures and their credit and other reserves the Duke Energy Registrants

do not currently anticipate materially adverse effect on their consolidated

financial position or results of operations as result of non-performance by any

counterparty

European Exposures

At December 31 2012 Duke Energy held $62 million of money market

funds and short term investments in investment-grade debt securities issued

by financial and nonfinancial institutions that are domiciled in Europeorhav

exposures to European sovereign debt This amount is recorded at fair value

and included in Cash and cash equivalents and Short-teriti investment in the

Consolidated Balance Sheets disorderly default by or withdrawal of member

nation from the euro zone and financial stress in other European countries could

req
uire Duke Energy to recognize an impairment of some or all of these securities

Interest Rate Risk

The Duke Energy Registrants are exposed to risk resulting from changes

in interest rates as result of their issuance of variable and fixed rate debt and

commercial paper The Duke Energy Registrants manageinterest rate eposure

by limiting variable-rate exposures to percentage of total capitalization and

by monitoring the effects of market changes in interest rates The Duke Energy

Registrants also enter into financial derivative instruments which may include

instruments such 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 15 and 16 to the Consolidated Financial Statements Summary

of Significant Accounting Policies Debt and Credit Facilities Risk

Management Derivative Instruments and Hedging Activities and Fair Value of

Financial Assets and Liabilities

The table below summarizes the potential
effect of interest rate changes

on the Duke Energy Registrants pre-tax net income based on sensitivity

analysis performed as of December 31 2012 and December 31 2011

in millions

Assuming Market Assuming Market

Interest Rates Average 1% Interest Rates Average 1%

Potential increase or Higher or Lower Higher or Lower

decrease in interest in 2013 than 2012 As of in 2012 than 2011 As of

expense December 31 2012 December31 2011

Duke Energy 1- $32 1-

Duke Energy Carolinas 1- 1-

Progress Energy 1- $19 1- $20

Progress Energy
Carolinas 1- $15 1- $13

Progress Energy Florida 1- /-

Duke Energy
Ohio /- $13 1-

Duke Energy Indiana 1- 1-

Amounts presented net of off setting impacts in interest income

These amounts were estimated by considering the impact of the

hypothetical interest rates on variable-rate securities outstanding adjusted

for interest rate hedges short-term and long-term investments cash and

cash equivalents outstanding as of December 31 2012 and 2011 The change

in interest rate sensitivity for the Duke Energy Registrants is primarily due

to changes in short-term debt balances and cash balances If interest rates

changed significantly management would likely take actions to manage its

exposure to the change Howevec due to the uncertainty of the specific actions

that would be taken and their possible effects the sensitivity analysis assumes

no changes in the Duke Energy Registrants financial structure

Marketable Securities Price Risk

described further in Note 17 to the Consolidated Financial Statements

Investments in Debt and Equity Securities Duke Energy invests In debt

and equity 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

Pension Plan Assets

Duke Energy and Progress Energy maintain investments to help fund the

costs of providing non-contributory defined benefit retirement and other post-

retirement benefit plans These investments are exposed to price fluctuations in

equity markets and changes in interest rates The equity securities held in these

pension plans are diversified to achieve broad market participation and reduce

the impact of any single investment sector or geographic region Duke Energy

and Progress Energy have established asset allocation targets for their pension

plan holdings which take into consideration the investment objectives and the

risk profile with respect to the trust in which the assets are held These target

allocations are presented in the table below

Asset Target Allocation

Equity securities

Debt securities

Other

significant
decline in the value of plan asset holdings could require

Duke nergy to increase funding of its pension plans in future periods which

could adversely affect cash flows of the Duke Energy Registrants in those

periods Additionally decline in the fair value of plan assets absent additional

cash contributions to the plan could increase the amount of pension cost

required to be recorded in future periods which could adversely affect the Duke

Energy Registrants results of operations in those periods Contributions to

qualified pension plans during 2012 are presented in the table below

Schedule of Qualified Pension Plan Contributions

Year Ended

December 31 2012

Duke Energy 304

Progress Energy 346

Progress Energy Carolinas 141

Progress Energy Florida 128

Duke Energy intends to contribute $350 million to its qualified pension

plan in 2013 See Note 23 to the Consolidated Financial Statements Employee

Benefit Plans for additional information on pension plan assets.

NDTE

As required by the NRC NCUC PSCSC and the FPSC Duke Energy

Carolinas Progress Energy Carolinas and Progress Energy Florida maintain

trust funds to fund the costs of nuclear decommissioning As of December 31

2012 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 the NRC NCUC PSCSC and FPSC

requirements these funds may be used only for activities related to nuclear

decommissioning The investments in
equity securities are exposed to price

fluctuations in equity markets The Duke Energy Registrants actively monitor

theic portfolios by benchmarking the performance of their investments against

certain indices and by maintaining and periodically reviewing target allocation

percentages for various asset classes Accounting for nuclear decommissioning

recognizes that costs are recovered through Duke Energy Carolinas Progress

56%

32%

12%

Summary of Sensitivity Analysis for Interest Rate Risks
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Energy Carolinas and Progress Energy Floridas rates therefore fluctuations

in equity prices do not affect their Consolidated Statements of Operations

as changes in the fair value of these investments are deferred as regulatory

assets or regulatory liabilities pursuant to an Order by the NCUC PSCSC and

FPSC Earnings or losses of the fund will ultimately impact the amount of

costs recovered through Duke Energy Carolinas Progress Energy Carolinas

and Progress Energy Floridas rates See Note to the Consolidated Financial

Statements Asset Retirement Obligations for additional information regarding

nuclear decommissioning costs See Note 17 to the Consolidated Financial

Statements Investments in Debt aiid Equity Securities for additional

information regarding NTDF assets

Foreign Currelcy Risk

Duke Energy is

exposed
to foreign currency risk from investments in

international businesses owned and operated in foreign countries and from

certain commodity-related transactions within domestic operations that are

denominated in foreign currencies lb mitigate risks associated with foreign

currency fluctuations contracts may be denominated in or indexed to the

U.S Dollar/inflation rates and/or local inflation rates or investments may be

naturally hedged through 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 sensitivity analysis which measures the

impact of devaluation of the foreign currencies to which it has exposure

In 2012 Duke Energys primay foreign currency rate exposure was to

the Brazilian Real The table below summarizes the potential effect of foreign

currency
devaluations on Duke Energys Consolidated Statement of Operations

and Consolidated Balance Sheets based on sensitivity analysis performed as

of December 31 2012 and December 31 2011

Summary of Sensitivity Analysis for Foreign Currency Risks

in milhons

Assuming 10% devaluation in the currency

exchange rates in all exposure currencies

As of December 31 As of December 31

2012 2011

Income Statement impact 20 20

Balance Sheet impacttm $150 $160

Amounts represent the potential annsal net are-tax loss on the translation of local currency earnings to

the Consolidated Statement of Operations in 2012 and 2011 respectively

Amounts repnesent the potential impact to the currency
translation through the cumulatiee translation

adustment in Accumulated Other Comprehensise Income AOCII on the consolidated Balance Sheets

Other Issues

Fixed Charges Coverage Ratios

The Duke Energy Registrants hoed charges coverage ratios as calculated

using SEC guidelines are included iii the table below

Years Ended December 31

2012 2011 2010

Duke
Energy

2.5tm 3.2 3.0

Duke Energy
Carolinas 3.1 3.7 3.6

Progress Energy 1.6 2.1 2.6

Progress Energy CarolInas 2.2 4.2 5.1

Progress Energy Florida 2.3 2.8 3.4

Duke Energy Ohio 3.4 3.4

Duke Energy Indiana 0.1 2.2 3.6

Includes the results of Progress Energy Inc beginning on July 2012

Ib Ouke Energy Ohios earnings were insufficient to cover tiued charges by $311 million in 2010 doe

primarily to non-cash goodwill and other aset impairment charges ot $677 million in 2010

Global Climate Change

The EPA publishes an inventory of man-made U.S greenhouse gas GHG

emissions annually In 2010 the most recent year reported carbon dioxide

CO2 byproduct of all sources of combustion accounted for approximately

84
percent

of total U.S GHG emissions The Duke Energy Registrants GHG

emissions consist primarily of CO2 and most come from its fleet of coal-fired

power plants in the U.S In 2012 the Duke Energy Registrants U.S power plants

emitted approximately 132 million tons of CO2 The CO2 emissions from Duke

Energys international electric operations were approximately million tons The

Duke Energy Registrants future CO2 emissions will be influenced by variables

including new regulations economic conditions that affect electricity demand

and the Duke Energy Registrants
decisions

regarding generation technologies

deployed to meet customer electricity needs

The Duke Energy Registrants believe it is unlikely that legislation

mandating reductions ip GHG emissions or establishing carbon tax will be

passed by the 113th Congress which began on January 2013 Beyond 2014

the prospects for enactment of any federal legislation mandating reductions

in GHG emissions or establishing carbon tax is highly uncertain Given the

high degree of uncertainty surrounding potential future federal GHG legislation

management cannot predict if or when such legislation might be enacted what

the requirements of any potential legislation might be or the potential impact

it might have on the Duke Energy Registrants Among the outcomes of the

18th Conference pf the Parties of the United Nations Framework Convention

on Climate Change which concluded in December 2012 was an affirmation by

the participating countries to complete negotiations on new global agreement

by 2015 that would take effect in 2020 The international climate change

negotiating process is highly uncertain and management cannot predict what

the outcome might be or the potential impact it might have on the Duke Energy

Registrants

The Duke Energy Registrants
do not anticipate any of the states in which

it currently operates fossil-fueled electric generating units taking action absent

federal requirement to mandate reductions in GHG emissions from these

facilities

The Duke Energy Registrants are taking actions today that will result in

reduced GHG emissions over time These actions will lower the Duke Energy

Registrants exposure to any future mandatory GHG emission reduction

requirements or carbon tax whether result of federal legislation or EPA

regulation Under any future scenario involving mandatory GHG limitations the

Duke Energy Registrants would plan to seek recovery of their compliance costs

through appropriate regulatory mechanisms

The Duke Energy Registrants recognize that certain groups associate

severe weather events with climate change and forecast the possibility

that these weather events could have material impact on future results

of operations should they occur more frequently and with
greater severity

However the uncertain nature of potential changes of extreme weather events

such as increased frequency duration and severity the long period of time

over which any potential changes might take place and the inability to predict

these with any degree of accuracy make estimating any potential future

financial risk to the Duke Energy Registrants operations that may result from

the physical risks of potential changes in the frequency and/or severity of

extreme weather events whatever the cause or causes might be impossitile

Currently the Duke Energy Registrants plan and prepare for extreme weather

events that it experiences from time to time such as ice storms tornados

hurricanes severe thunderstorms high winds and droughts

The Duke Energy Registrants 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 severe

weather events to reduce but not eliminate the operational economic and

financial impacts of such events For example the Duke Energy Registrants

routinely take steps to reduce the potential impact of severe weather events

on its electric distribution systems The Duke Energy Registrants electric

generating facilities are designed to withstand extreme weather events without

significant damage The Duke Energy Registrants maintain an inventory of coal

and oil on site to mitigate the effects of any potential short-term disruption in
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its fuel supply so it can continue to provide its customers with an uninterrupted

supply of electricity The Duke Energy Registrants have program in place to

effectively manage the impact of future droughts on its operations

Other EPA Regulations Recently Published and Under Development

The EPA has issued and is in various stages of developing several non-

greenhouse gas non-GHG environmental regulations that will affect the Duke

Energy Registrants These include the final Mercury and Air Toxics Standards

MATS for hazardous air pollutants which is effective beginning in 2015 as

well as proposed regulations for
cooling water intake structures under the Clean

Water Act 316b and proposed regulations for coal combustion residuals

As group these non-GHG environmental regulations will
require the Duke

Energy Registrants to install additional environmental confrols and accelerate

retirement of some coal-fired units While the ultimate regulatory requirements

for the Duke Energy Registrantsfrom the group Of EPA
regulatory actions will

not be known until all the rules have been finalized fdr planning purposes the

Duke Energy Registrants currently estimate the cost of new control equipment

that may need to be installed to comply with this group of rules could total

$5 billion to $6 billion excluding AFUDC over the next 10 years This range

includes estimated costs for new control equipment necessary to comply with

the MATS of $650 million to $800 million The Duke
Energy Registrants also

expect

to incur increased fuel purchased powe operation and maintenance and other

expenses in conjunction with the non-GHG EPA regulations In addition to the

plant retirements associated with new generation the Duke Energy Registrants are

constructing the Duke Energy Registrants are planning to retire additional coal

fired generating capacity that is not economic to bring into compliance with the

EPAs regulations Beyond 2012 total planned and potential retirements could

exceed 3900 MW of coal-fired generating capacity The Duke Energy Registrants

would also expect to incur costs for replacement generation as result of the

potential coal-fired power plant retirements Until the final regulatory requirements

of the group of EPA regulations are known and can be
fully evaluated the potential

compliance costs associated with these EPA regulatory actions are subject to

considerable
uncertainty Therefore the actual compliance costs incurred and MW

to be retired may be materially different from these estimates based on the timing

and requirements of the final EPA
regulations

For additional information see Note to the Consolidated Financial

Statements Regulatory Matters and Note to the Consolidated Financial

Statements Commitments and Contingencies

Nuclear Matters

Following the events at the Fukushima Daiichi nuclear power station

in Japan Duke Energy conducted thorough inspections at each of its four

nuclear sites during 2011 Progress Energy also conducted inspections

in 2011 at each of its three sites The initial inspections have not identified

any significant vulnerabilities howeve Duke Energy is
reviewing designs to

evaluate safety margins to external events Emergency-response capabilities

written procedures and engineering specifications were reviewed to verify each

sites ability to respond in the
unlikely event of station blackout Duke Energy

is working within the nuclear industry to improve the safety standards and

margin using the three layers of
safety approach used in the U.S protection

mitigation and emergency response Emergency equipment is currently being

added at each station to perform key safety functions in the event that backup

power sources are lost permanently These improvements are in addition to the

numerous layers of safety measures and systems previously in place

In March 2011 the NRC formed task force to conduct comprehensive

review of processes and regulations to determine whether the agency should

make additional improvements to the nuclear regulatory system On July 13
2011 the task force proposed set of improvements designed to ensure

protection enhance accident
mitigation strengthen emergency preparedness

and improve efficiency of NRC programs The recommendations were further

prioritized into three tiers based on the safety enhancement level On March 12
2012 the NRC issued three

regulatory orders requiring safety enhancements

related to mitigation strategies to respond to extreme natural events resulting in

the loss of power at plant ensuring reliable hardened containment vents and

enhancing spent fuel pool instrumentation

In May 2012 the NRC endorsed guidance on re-evaluating emergency

communications systems and staffing levels and performing seismic and

flooding walkdowns On July 13 2012 the NRC outlined plans for implementing

Tier and Tier recommendations On August 30 2012 the NRC issued

implementation guidance to enable power plants to achieve compliance with the

orders issued in March 2012 Plants are then
required to submit implementation

plans to the NRC
by February 28 2013 and complete implementation of the

safety enhancements within two refueling outages or by December 31 2016
whichever comes first Each plant is also required to reassess their seismic

and
flooding hazards using present-day methods and inftirmation conduct

inspections to ensure protection against hazards in the current design basis

and re-evaluate emergency communications systems and staffing levels

Duke Energy is committed to compliance with all safety enhancements

ordered by the NRC in connection with the March 12 2012 regulatory orders

noted above the cost of which could be material Until such time theNRC

mandated reassessment of
flooding and seismic hazards is complete the exact

scope and cost of compliance modifications to our sites will not be known With

the NRCs continuing review of the remaining recommendations Duke Energy

cannot predict to what extent the NRC will impose additiona
licensing and

safety-related requirements or the costs of complying with such requirements

The tight time frame required to complete the necessary safety enhancements

by no later than 2016 could lead to even higher costs Upon receipt of additional

guidance from the NRC and collaborative industry review Duke Energy will be

able to determine an implementation plan and associated costs See Item 1A
Risk Factors for further discussion of applicable risk factors

New Accounting Standards

See Note ito the Consolidated Financial Statements Summary
of Significant Accounting PoliÆies for discussion of the ittpact of new

accounting standards

ITEM 1A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

See Managements Discussion and Analysis of Results of Operations and Financial Condition Quantitative and Qualitative Disclosures About Market Risk
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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 2012

and 2011 and the related consolidated statements of operations comprehensive income equity and cash flows for each of the three years in the period ended

December 31 2012 Our audits also included the financial statement schedule listed in the Index at Item 15 We also have audited the Companys internal control

over financial reporting as of December 31 2012 based on the criteria established in Internal Control Integrated
Framework issued by the Committee of

Sponsoring Organizations
of the Treadway Commission The Companys management is responsible

for these financial statements and financial statement schedule

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 Managements Annual Report On Internal Control Over Financial Reporting Our responsibility is to express an opinion on these financial statements

and financial statement schedule and an opinion on the Companys 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 States Those standards require that

we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether effective

internal control over financial reporting was maintained in all material respects Our audits of the financial statements included examining on 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 material weakness exists 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

reasonable basis for our opinions

companys internal control over financial reporting is process designed by or under the supervision of the companys principal executive and principal

financial officers or persons performing similar functions and effected by the companys 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 companys internal control over financial reporting includes those policies and procedures that pertain
tothe maintenance of records

that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable assurance that

transactions are recordedas 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 provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition
of the companys assets that could have 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 timely basis Also projections of any evaluation ofthe effectiveness of the

internal control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes in conditions or that the

degree of compliance with the policies or procedures may deteriorate

In our opinion the consolidated financial statements referred to above present fairly in all material respects the financial position of Duke Energy Corporation

and subsidiaries as of December 31 2012 and 2011 and the results of their operations
and their cash flows for each of the three years in the period ended

December 31 2012 in conformity with accounting principles generally accepted in the United States of America Also in our opinion such finanªial statement

schedule when considered in relation to the basic consolidated financial statements taken as 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 2012 based on

the criteria established in Internal Control Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

Is Deloitte Touche LLP

Charlotte North Carolina

February 28 2013
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DUKE ENERGY CORPORATION

Consolidated Statements of Operations

in millions except per-share amounts

Operating Revenues

Regulated electric

Non-regulated electric natural gas and other

Regulated natural
gas

Years Ended December 31

2012 2011 2010

$15621 $10589 $10723

3534 3383 2930

469 557 619

Total operating revenues 19624 14529 14272

Operating Expenses

Fuel used in electric generation and turchased
power regulated 5582 3309 3345

Fuel used in electric generation and urchased power non-regulated 1122 1488 1199

Cost of natural
gas

and coal sold 264 348 381

Operation maintenance and other 5006 3770 3825

Depreciation and amortization
2289 1806 1786

Property and other taxes 985 704 702

Goodwill and other impairment charges 666 335 726

Total operating expenses 16514 11760 11964

Gains on Sales of Other Assets and Other net 16 153

Operating Income 3126 2777 2461

Other Income and Expenses

Equity in earnings of unconsolidated affiliates 148 160 116

Impairments and gains on sales of unconsolidated affiliates 22 11 103

Other income and expenses net 391 376 370

Total other income
and_expenses

561 547 589

Interest Expense 1242 859 840

Income From Continuing Operations Before Income Taxes 2451 2465 2210

Income Tax Expense from Continuing Operations 105 752 890

Income From Continuing Operations 1746 1713 1320

Income From Discontinued Operations net of tax 36

Net Income 1182 1714 1323

Less Net Income Attributable to Noncontrolling Interests 14

tletlncomeAttributabletoDukeEnergyCorporation 1168 1706 1320

Earnings Per Share Basic and Diluted

Income from continuing operations aiributable to Duke Energy Corporation common shareholders

Basic 3.01 3.83 2.99

Diluted 3.01 3.83 2.99

Income from discontinued operations attributable to Duke Energy Corporation common shareholders

Basic 0.06 0.01

Diluted 0.06 0.01

Net Income attributable to Duke Energy Corporation common shareholders

Basic 3.01 3.83 3.00

Diluted
3.01 3.83 3.00

Dividends declared per share 3.03 2.97 2.91

Weighted-average shares outstanding

Basic 574 444 439

Diluted 515 444 440

See Notes to Consolidated Financtal Statements
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DUKE ENERGY CORPORATION

Consolidated Statements of Comprehensive Income

Years Ended December 31

in millions

2012 2011 2010

Net Income

$1182 $1714 $1323

Other Comprehensive Loss Income Net of Tax

Foreign currency
translation adjustments

15 149 79

Pension and OPEB adjustments

19 49 276

Net unrealized loss on cash flow hedges

28 57

Reclassification into earnings from cash flow hedges

Unrealized gain on investments in auction rate securitie1

14

Unrealized gain on investments in available for sale securities1

Reclassification into earnings from available for sale securities0

Other Comprehensive Loss Income Net of Tax

16 243 373

Comprehensive Income
1106 1471 1696

Less Comprehensive Income Attributable to Noncontrolling Interests

10

Comprehensive Income Attributable to Duke Energy Corporation

$1696 $1410 $1694

Net of $9 million tax expense in 2012 $23 million tax benefit in 2011 and $150 million tax expense
in 2010

Net of $6 million tax expense
in 2012 $31 million tax benefit in 2011 and $1 million tan expense in 2010

Ic Net of $1 million tao benefit in 2012 $1 million tax expense in 2011 and insignificant tan expense
in 2010

dl Net of $4 million too expense
in 2012 $4 million tax expense in 2011 and $8 millino tao expense ix 2010

Net of $3 million tax expense in 2012 and $3 million tax expense in
2011

If Net of $2 million too benefit in 2012 and $2 million tan benefit in
2011

See Notes to consolidated Financial Statements
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DUKE ENERGY CORPORATION

Consolidated Balance Sheets

December 31

in millions
2012 2011

ASSETS

Current Assets

Cash and cash equivalents

1424 2110
Short-term investments

333 190

Receivables net of allowance for doubtful accounts of $34 at December 31 2012 and $35 at December 31 2011 1516 784
Restricted receivables of variable interest entities net of allowance for doubtful accounts of $44 at December 31 2012 and $40 at December 31 2011 1201 1157
Inventory

3223 1588
Other

___________________________ 2425 1051

Total current assets

_________________________________________________________ 10122 6880

Investments and Other Assets

Investments in equity method unconsolidated affiliates

483 460
Nuclear

decommissioning trust funds

4242 2060
Goodwill

16365 3849
Intangibles net

312 363
Notes receivable

11 62
Restricted other assets of variable interest entities

62 135
Other

2399 2231

Total investments and other assets

23994 9160

Property Plant and Equipment

Cost

98833 60377
Cust variable interest entities

1558 913
Accumulated depreciation and amortizatiün

31969 18709
Generation facilities to be retired net

136 80

Net property plant and equipment

68558 42661

Regulatory Assets and Deferred Debits

Regulatory assets

11004 3672
Other

178 153

Tutal
regulatory assets and deferred delits

11182 3825

Total Assets

$113856 62526

See Notes to consolidated Financial Statements
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DUKE ENERGY CORPORATION

Consolidated Balance Sheets Continued

December 31

2011
in millions

2012

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable
2444 1433

Notes payable and commercial
paper 745 154

Non-recourse notes payable of variable interest entities

312 273

Taxes accrued
459 431

Interest accrued
448 252

Current maturities of long-term debt
3110 1894

Other
2511 1091

Total current liabilities

10029 5528

Long-term Debt
35499 17730

Non-recourse Long-Term Debt of Variable Interest Entities
852 949

Deferred Credits and Other Liabilities

Deferred income taxes
10490 7581

Investment tax credits
458 384

Accrued
pension and other post-retirement benefit costs

2520 856

Asset retirement obligations
5169 1936

Regulatory liabilities

5584 2919
Other

2221 1778

Total deferred credits and other liabilities

26442 15454

Commitments and Contingencies

Preferred Stock of Subsidiaries
93

Equity

Common stock $0001 par value billion shares authorized 704 million and 445 million shares
outstanding at

December31 2012 and December 31 2011 respectively

Additional paid-in capital
39279 21132

Retained earnings
1889 1813

Accumulated other comprehensive loss
308 234

Total Duke
Energy Corporation shareholders equity

40863 22712

Noncontrolling interests
78 93

Total equity
40941 22865

Total Liabilities and Equity
$113856 62526

See Notes to Consolidated Financial Statements
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DUKE ENERGY CORPORATION

Consolidated Statements of Cash Flows

in millions

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation
amortization and accretion including amortization of nuclear fuel

Equity component of AFUDC

Severance expense

FERC mitigation costs

Community support
and charitable contributions expense

Gains on sales of other assets

Impairment of other long-lived assets

Deferred income taxes

Equity in earnings of unconsolidated affiliates

Voluntary opportunity cost deferral

Contributions to qualified pension plans

Accrued pension and other post-retirement
benefit costs

Increase decrease in

Net realized and unrealized mark-to-market and hedging transactions

Receivables

Inventory

Other current assets

Increase decrease ix

Accounts payable

Taxes accrued

Other current liabilities

Other assets

Other liabilities

Net cash provided by operaing activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures

Investment expenditures

Acquisitions

Cash acquired from the
merger

with Progress Energy

Purchases of available-for-sale securities

Proceeds from sales and maturities of available-for-sale securities

Net proceeds from the sales of other assets and sales of and collections on notes receivable

Change in restricted cash

Other
_______________________________________

Net cash used in investing activities

See Notes to Consolidated Financial Statements

Years Ended December 31

2012 2011 2010

$1182 1714 1323

2652 2026 1994

300 260 234

92

111

92

44 19 268

586 335 738

584 602 741

148 60 116

101

304 200 400

239 104 111

60 48 15

39 19

258 247 198

140 185 227

131 41 167

142 27 30

295 254 43

129 12 157

139 188 240

5244 3672 4511

5501 4363 4803

50 52

451 51

11

4119 3194 2166

4531 3063 2261

212 118 406

414 22 15

14 21

6191 4434 4423
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DUKE ENERGY CORPORATION

Consolidated Statements of Cash Flows Continued

Years Ended December 31

in millions 2012 2011 2010

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the

Issuance of long-term debt 4170 2570 2738

Issuance of common stock related to employee
benefit plans 23 67 302

Payments for the redemption of long-term debt 2498 278 1647

Notes payable and commercial paper
218 208 55

Distributions to noncontrolling interests 25 26 10

Contributions from noncontrolling interests 76

Dividends paid 1752 1329 1284

Other 10

Net cash provided by financing activities 261 1202 40

Net decrease increase in cash and cash equivalents 686 440 128

Cash and cash equivalents at beginning of period 2110 1670 1542

Cash and cash equivalents at end of period 1424 2110 1670

Supplemental Disclosures

Cash paid for interest net of amount capitalized 1032 813 795

Cash paid for income taxes 12 26 64

Merger with Progress Ener

Fair value of assets acquired $48944

Fair value of liabilities assumed $30813

Issuance of common stock $18011

Significant non-cash transactions

Accrued capital expenditures
684 409 361

Extinguishment of debt related to investment in Attiki Gas Supply 66

Debt associated with the consolidation of variable interest entities 342

See Notes to Consolidated Finaocial Statements
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DUKE ENERGY CORPORATION

Consolidated Statements of Equity

Duke Energy Corporation Shareholders

Accumulated Other Comprehensive Income Loss

Net Gains Pension and

Common Additional Foreign Losses on OPEB Related Common

Stock Common Paid-in Retained Currency Cash Flow Adjustments Stockholders Noncontrolling Total

in millions Shares Stock Capital Earnings Adjustments Hedges Other to AOCI Equity Interests Equity

Balance at December 31 2009 436 $20661 1460 17 22 31 $336 $21750 $136 $21886

Net income 1320 1320 1323

Other comprehensive income 80 14 276 314 313

Common stock issuances including

dividend reinvestment and employe

benef its 362 362 362

Common stock dividends 1284 1284 1284

Changes in noncontrolling interest in

subsidiaes

Balance at December 31 2010 443 $21023 1496 97 18 17 60 $22522 $131 $22653

Net income 1706 1706 1714

Other comprehensive loss income 142 53 49 23G 243

Common stock issuances including

dividend reinvestment and employet

benefits 109 109 109

Common stock dividends 1329 1329 1329

Changes in noncontrolling interest in

subsidiaries 39 39

Balance at December 31 2011 445 $21132 1873 45 71 $109 $22772 93 $22865

Net income1 1/68 1768 12 1780

Other comprehensive loss income 71 29 19 72 76

Common stock issued in connection

with the Progress Energy Merger 258 18011 18071 18071

Common stock issuances including

dividend reinvestment and employeo

benef its 76 76 -- 16

Common stock dividends 1752 1752 1752

Deconsolidation of DS Cornerstone

LLC11 82 82

Contribution from nnncontrolling

interest in DS Cornerstone LLC 76 /6

Changes in noncontrolling interest in

subsidiaries 17 17

Balance at December 31 2012 704 $39279 1889 $116 $100 90 $40883 18 $40941

includes $23 million $26 mdhnn and $10 million in cash distributions to noncontmlling interests in 2012 2011 and 2010 respectively

For the year ended December 31 2012 consolidated net income of $1782 mitinn includes $2 million attributable to preferred shamhniders nf subsidiaries Income attributable to preferred shamholders of subsidiaries is

not component of total equity and is encludeil from the tabie above

ci Refer to Note for further information on the decnnsslidativn of 05 Cornerstone LLc

See Notes to Consoiidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of

Duke Energy Carolinas LLC

Charlotte North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Carolinas LLC and subsidiaries the Company as of December 31 2012 aiyl 2011 and

the related consolidated statements of operations and comprehensive income members equity and cash flows for each of the three years in the period ended

December31 2012 These financial statements are the responsibility of the Companys management Our responsibility
is to express an opinion onibeso financial

statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board United States Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement The Company is not required to have

nor were we engaged to perform an audit of its internal control over financial reporting
Our audits included consideration of rnterflal control over financial reporting

as basis for designing audit procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit also includes examining on testbasis evidence supporting

the amounts and disclosures in the financial statements assessing the accounting principles
used and significant

estimates made by management

as well as evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the consplidated
financial statements referred to above present fairly in all material respects the financial position of Duke Energy Carolinas LIC and

subsidiaries at December 31 2012 and 2011 and the results of their operations
and their cash flows for each of the three years

in the period ended December 31 2012

in conformity
with accounting principles generally accepted in the United States of America

/s Deloitte Touche LLP

Charlotte North Carolina

February 28 2013
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DUKE ENERGY CAROLINAS LLC

Consolidated Statements of Operations and Comprehensive Income

in millions

Operating Revenues

Operating Expenses

Fuel used in electric generation anc purchased power

Operation maintenance and other

Depreciation and amortization

Property and other taxes

Years Ended December 31

2012 2011 2010

$6665 $6493 $6424

1864 1944 1944

1919 1904 1907

921 814 787

365 340 348

Impairment charges
31 12

Total operating expenses
.5160 5014 4986

Gains on Sales of Other Assote asid Othsi net
12

Operating Income
1511 1480 1445

Other Income and Expenses net
185 186 212

Interest Expense
384 360 362

Income Before Income Taxes

1318 9306 1295
Income Tax Expense

453 472 457

Net Income
865 834 838

Other Comprehensive Income net ol tax

Reclassification into earnings from cash flow hedges1

Unrealized gain on investments in auction rate securities151

Comprehensive Income
868 837 849

Net of $1 million tax expense 2012 $2 million tax expense in 2011 and $2 million tax expense in
2010

Net of $1 million tax expense in 2012 and 15 million tax expense ix 2010

See Notes to Consolidated Financial Statements
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DUKE ENERGY CAROLINAS LLC

Consolidated Balance Sheets

December 31

in millions

2012 2011

ASSETS

Current Assets

Cash and cash equivalents

19 289

Receivables net of allowance for doubtful accounts of $3 at December 31 2012 and December 31 2011 188 262

Restricted receivables of variable interest entities net of allowance for doubtful accounts of $6 at December 31 2012 and December 31 2011 631 581

Receivables from affiliated companies

Note receivable from affiliated companies
382 923

Inventory

1062 917

Other

439 218

Total current assets
2130 3252

Investments and Other Assets

Nuclear decommissioning trust funds
2354 2060

Other

934 968

Total investments and other assets
3288 3028

Property Plant and Equipment

Cost

34190 32840

Accumulated depreciation
and amortization

11431 11269

Generation facilities to be retired net

13 80

Net property plant
and equipment

22826 21651

Regulatory
Assets and Deferred Debits

Regulatory assets
1121 1894

Other

11 71

Total regulatory assets and deferred debits
1198 1965

Total Assets
30642 29896

LIABILITIES AND MEMBERS EQUITY

Current Liabilities

Accounts payable

599 637

Accounts payable to affiliated companies
128 156

Taoes accrued
114 126

Interest accrued

96 115

Current maturities of long-term debt
406 1178

Other

490 398

Total current liabilities

1833 2610

Long-term Debt
1135 7496

Non-recourse Long-term Debt of Variable Interest Entities
300 300

Long-term Debt Payable
to Affiliated Companies

300 300

Deferred Credits and Other Liabilities

Deferred income taoes
5181 4555

Investment tax credits
215 233

Accrued pension
and other post-retirement benefit costs

221 248

Asset retirement obligations
1959 1846

Regulatory liabilities

2102 1928

Other
924 926

Total deferred credits and other liabilities

10602 736

Commitments and Contingencies

Members Equity

Members Equity
9888 9413

Accumulated other comprehensive loss
16 19

Total members equity
9812 9454

Total Liabilities and Members Equity
30642 29896

See Notes to Consolidated Financial Statements
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PARTIP

DUKE ENERGY CAROLINAS LLC

Consolidated Statements of Cash Flows

Years Ended December 31

in millions 2012 2011 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Net income
865 834 838

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation and amortization including amortization of nuclear fuel 1143 1020 984

Equity component of AFUDC 154 168 174
FERC

mitigation costs 46

Community support and charitable contributions
expense 56

Gains on sales of other assets and other net 12
Impairment charges

12

Def erred income taxes
419 564 456

Voluntary opportunity cost deferral 101
Accrued pension and other port-retirement benefit costs 41 32 34

Contributions to qualified pension plans 33 158
Increase decrease in

Net realized and unrealized mark-to-market and hedging transactions 91
Receivables

22 22 114

Receivables from affiliated companies 88 90
InVentory 128 177 134

Other current assets
46 144 55

Increase decrease in

Accounts payable 51 120 86

Accounts payable to affiliated companies 28 39 25

Taxes accrued 12 12 23
Other current liabilities 165 170

Other assets 111 46 19

Other liabilities 126 249 158

Net cash provided by operating activities 2133 1874 2030

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures 1908 2272 2280
Purchases of available-for-sale secuities 2481 2227 1045
Proceeds from sales and maturities of available-for-sale securities 2445 2179 1066

Change in restricted cash

Notes receivable from affiliated companies 541 584 250

Other 12 13

Net cash used in investing activities 1415 2915 2002

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of long-term debt 845 1498 692

Payments for the redemption of long-ierm debt 1111 607
Distributions to parent 450 299 350
Other

15

Net cash used in provided by financing activities 988 1177 269

Net decrease increase in cash and cash
equivalents 210 136 241

Cash and cash equivalents at begi.ning of period 289 153 394

Cash and cash equivalents at end cf period 19 289 153

Supplemental Disclosures

Cash paid for interest net of amount capitalized 385 337 342

Cash received paid for income taxes 38 223 69

Significant non-cash transactions

Accrued
capital expenditures 194 209 181

5ee Notes to Consolidated Financial Statements
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PART II

DUKE ENERGY CAROLINAS LLC

Consolidated Statements of Members Equity

Accumulated Other

Comprehensive Income Loss

Net Gains

Losses on

Members Cash Flow

in millions Equity Hedges Other Total

Balance at December 31 2009 $8304 24 $8271

Net income 838 838

Other comprehensive income 11

Allocation of net pension and other post-retirement assets from parent
146 146

Distributions to parent
350 350

Balance at December 31 2010 $8938 20 $8916

Net income 834 834

Other comprehensive income

Distbutions to parent 299 299

Balance at December 31 2011 $9473 17 $9454

Net income 865 865

Other comprehensive income

Distributions to parent
450 450

Balance at December 31 2012 $9888 15 $9812

See Notes to Consolidated Financial Statements
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PART II

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

Progress Energy Inc

Charlotte North Carolina

We have audited the accompanying consolidated balance sheets of Progress Energy Inc and subsidiaes the Company as of December 31 2012 and 2011 and the related

consolidated statements of operations and comprehensive income common stockholders equity and cash flows for each of the three years
in the period

ended December 31

2012 We also have audited the Companys internal control over financial reporting as of December31 2012 based on criteria established in Internal Coptrol

Integrated Framework issued by the Committee of Sponsong Organizations of the Treadway Commission The Companys management is responsible for these financial

statements 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 Managements Annual Report On Internal Control Over Financial Reporting Our responsibility is to express an opinion on these financial statements and an

opinion on the Companys internal control over financial reporting based on our audits

We conducted our audits in accordarce with the standards of the Public Company Accounting Oversight Board United States Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether effective internal control

over financial reporting was maintained in all material respects Our audits of the financial statements included examining on 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 material weakness exists testing and evaluating the design and operating effectiveness of internal control based on the assessed

risk Our audits also included perforriing such other procedures as we considered necessary in the circumstances We believe that our audits provide reasonable

basis for our opinions

companys internal control over financial reporting is process designed by or under the supervision of the companys principal executive and principal financial

officers or persons performing similar functions and effected by the companys 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 companys internal control over financial reporting includes those policies and procedures that pertain to the maintenance of records

that in reasonable detail accurately and fairly
reflect the transactions and

dispositions
of the assets of the company 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 ar being made only in accordance with authorizations of management and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys assets that could have 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 timely basis Also projections of any evaluation of the effectiveness of the

internal control over financial reporti ig to future
periods are subject to the risk that the controls may become inadequate because of changes in conditions or that the

degree of compliance with the policies or procedures may deteriorate

In our opinion the consolidated financial statements referred to above present fairly in all material respects the financial
position

of Progress Energy Inc and

subsidiaries as of December 31 2012 and 2011 and the results of their operations and their cash flows for each of the three
years

in the period ended December31

2012 in conformity with accounting principles generally accepted in the United States of America Also in our opinion the Company maintained in all material

respects effective internal control over financial reporting as of December 31 2012 based on the criteria established in Internal Control Integrated Framework

issued by
the Committee of Sponsoring Organizations of the Treadway Commission

Is Deloiffe Touche LLP

Charlotte North Carolina

February 28 2013
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PART II

PROGRESS ENERGY INC

Consolidated Statements of Operations and Comprehensive Income

Comprehensive Income Attributable to Parent

Net of $1 innition tax benefit in 2012 $24 million tax xxpense in 2011 and $8 milliox tax benefit in 2010

Net of $1 million tax expense in 2012 $3 million tax
expense

in 2011 and $2 million tax
expense

in 2010

Net ef $3 million tax benefit in 2012 $56 nnillien tax benefit in 2011 and $22 million tax benefit ix 2010

dl Net of $6 million tax expense in 2012 $5 million tax
expense

in 2011 and $4 million tax expense ix 2010

Net of $62 millixn tax expense ix 2012

See Notes In Consolidated Financial Statements

Years Ended December 31

in miflions 2012 2011 2010

Operating Revenues $9405 $8948 $10223

Operating Expenses

Fuel used in electric generation and purchased power 4304 4043 4621

Operation maintenance and other 2445 2060 2045

Depreciation and amortization 747 701 920

Property and other taxes 570 562 580

Impairment charges 200

Total operating expenses 8266 7369 8171

flosses Gains on Sales of Other Assets and Othe net

Operating Income 1137 1583 2044

Other Income and Expenses net 130 52 109

Interest Expense 140 725 747

Income From Continuing Operations Before Income Taxes 521 910 1406

Income Tax Expense From Continuing Operations 172323539
Income From Continuing Operations 355 587 867

Income Loss From Discontinued
Operations_net

of tax 52

Net Income 407 582 863

Less Net Income Attributable to Noncontrolling Interests

Net Income Attributable to Parent 400 575 856

Net Income 401 582 863

Other Comprehensive loss Income net of tax

Pension and OPEB adiustments 34 13

Reclassification into earnings from pension and OPEB adjustmentsw

Net unrealized loss on cash flow hedges 87 34

Reclassification into earnings from cash flow hedgesln

Reclassification of cash flow hedges to regulatory assets11 91

Other Comprehensive Income Loss net of tax 98 40 38

Comprehensive Income 505 542 825

Less Comprehensive Income Attributable to Noncontrolling Interests

498 535 818
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PARTII

PROGRESS ENERGY INC

Consolidated Balance Sheets
December 31

2012 2011

Current Assets

Cash and cash equivalents

Receivables net of allowance for doubtful accounts of $16 at December 31 2012 and $27 at December 31 2011

Receivables from affiliated companies

in millions

ASSETS

231 230

190 883

15

Inventory

1441 1429

Other

166 118

Total current assets

3243 3320

Investments
and Other Assets

Nuclear decommissioning trust funds

1888 1647

Goodwill

3855 3655

Other

530 504

-.. -....-..- -.....-

Total investments and other assets

6013 5806

Property
Plant and Equipment

Cost

35130 34797

Cost variable interest enfities

16 16

Accumulated depreciation
and amortization

12512 12684

Generation facilities to retired net

63 163

Net property plant
and equipment

22691 22292

Regulatory
Assets and Deferred Debits

Regulatory
assets

5292 3424

Other

100 89

Total regulatory
assets and deferred debits

5392 3513

Total Assets

31405 34931

See Notes to Consolidated Financial Statenleots
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PART II

PROGRESS ENERGY INC

Consolidated Balance Sheets Continued

December 31

in millions

2012 2011

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable
1086 968

Accounts payable to affiliated companies
30

Notes payable
and commercial paper

671

Notes payable to affiliated companies
455

Taxes accrued
83 56

Interest accrued
192 200

Current maturities of long-term debt
843 961

Other
1118 1163

Total current liabilities
3181 4019

Long-term Debt
13311 11918

Long-term Debt Payable tO Affiliated Companies
214 273

Deferred Credits and Other Liabilities

Deferred income taxes
2558 2193

Investment tax credits
95 103

Accrued pension and other post-retirement
benefit costs

1608 1625

Asset retirement obligations
2413 1265

Regulatory liabilities

2469 2721

Other

612 690

Total deferred credits and other liabilities
9155 8603

Commitments and Contingencies

Preferred Stock of Subsidiaries
93 93

Equity

Common stock $0.01 par value 100 shares authorized issued and outstanding at December 31 2012 no par value 500 million shares authorized

295 million shares issued and outstanding at December 31 2011 7418

Additional paid-in capital
1465 16

Retained earnings
2183 2752

Accumulated other comprehensive loss
61 165

Total common shareholders equity
10181 10021

Noncontrolling interests

Total equity
10185 10025

Total Liabilities and Equity
31405 34931

See Notes to Consolidated Financial Statements
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PROGRESS ENERG\ INC

Consolidated Statements of Cash Flows

Years Ended December 31

in millions 2012 20fl

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 401 582 863

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation amortization and accretion including amortization of nuclear fuel 891 850 1044

Equity component of AFUOC 106 103 92
Severance enpense 38 -.-

FERC mitigation cysts
11

Community support and charitable contributions
enpense 36

Gains losses on sales of other assets and otheg net 16
Impairment charges 146

Deferred income tones 263 353 478

Amount to be refunded to customers 100 288

Accrued pension and other post-retirement benefit costs 119 124 121

Contributions to qualified pen
nion plans

J346 331 129

Increase decrease in

Net realized and unrealized mark-to-market and hedging transactions 10 17
Receivables 49 167 178
Receivables from affiliated companies 15

lnvetory 11 210 89

Other current assets 111 84

Increase decrease in

Accounts payable 115 64 115

Accounts payable to affiliaed companies 30

Tanes accrued 25 16 26

Other current liabilities
81 67 78

Otter assets 25 67 25
Other hahilities 81 98 60

Net cash prnvided by operating activities 1840 1615 2531

CASH FLOWS FROM INVESTING ACTIVITIES

Capital enpenditures 2366 2256 2445
Purchases ot available-for-sale securities 1314 5017 7009
Proceeds from sales and maturities of available-for-sale securities 1325 4970 6990

Insurance
proceeds 79 64

Change in restricted cash 24 24
Other

___________ ________
102 36

Net cast used in invest
og activities 2282 2212 2400

5nn Notns to consoidntnd rinorcal stotemento
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PROGRESS ENERGY INC

Consolidated Statements of Cash Flows Continued

Supplemental Disclosures

Cash paid for interest net of amount capitalized

Cash paid for received from income taxes

Significant non-cash transactions

Accrued capital expenditures

Asset retirement obligation additions and estimate revisIons

Capital expenditures financed through capital leases

See Notes to Consolidated Financial Statements

Years Ended December 31

in millions

2012 2011 2010

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the

Issuance of long-term
debt

2014 1286 591

Issuance of common stock
53 434

Payments for the redemption
of long-term debt

962 1010 410

Payments of short-term debtwith original
maturities greater than 90 days

65

Proceeds from issuance of short-term debt with original maturities greater than 90 days
65

Notes payable
and commercial paper

611 667 140

Notes payable to affiliated companies

455

Distribotions to noncontrofling interests

Dividends paid

445 734 717

Other

39

Net cash provided by used in financing
activities

443 216 245

Net increase decrease in cash and cash equivalents
381 114

Cash and cash equivalents
at beginning of period

230 611 725

Cash and cash equivalents at nd of period
231 20 611

184 793 709

78 56

315

831

140

380 364

36
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PART
II

PROGRESS ENERGY INC

Consolidated Statements of Common Stockholders Equity

Accumulated Other

Comprehensive Income Loss

Unearned Net Gains and OPER

ESOP Losses on Related Common

Additional Common Retained Cash Flow Adjustments Stockholders
Noncontrolling Total

Common Stock Paid-in Capital Stock Earnings Hedges to AOCI Equity Interests Equity

$6862 11 12 215 35 52 9449 6$ 9455

Cumulative effect of change in
accounting

principle

Net income
856 856 859

Other comprehensive loss 28 10 38 38
Common stock issuances including dividend

reinvestment and employee benefits 461
461 461

Allocation of ESOP shares 12 21 21

Common stock dividends 726 726 726
Distributions to noncontrolling interests

Other --

Balance at December 31 2010 7332 2805 63 62 10023 10027

Net income 575 575 578

Other comprehensive loss income 79 39 40 40
Common stock issuances including dividend

reinvestment and employee benef its 86 91 91

Common Stock dividends 628 628 628
Distributions to

nonconiTalling interests

BalanceatDecember3l2011 7418 16 $2752 142 823 10021 $10025

Net income 400 400 403

Other comprehensive income loss 100 98 98

Common stock issuances including dividend

reinvestment and employee benetits 18

Common stock dividends

Distributions to noncontrolling interests

Recapitalization for
merger

with Duke
Energy 7436

Other

13 31 31

369 369 369

7436

Balance at December 31 2012 7465 $2783 42 25 $10181 $10185

For the
year ended December 31 2012 coiisolidated net income of $407 million iocludeo $4 million attributable to preferred shareholders of subsidiaries For the

year ended Decnmber 31 2011 consolidated net income of

$582 million includes $4 million attributable to preferred shareholders of subsidiaries For the year ended December 312010 consolidated net income of $863 million inclodes $4 million attributable to pretermit shareholders

of subsidranes Income attributable to preferred shareholdnrs of sobsidiaries
is not component of total equity and is encluded from the table above

See Notes to Consolidated Financial Statements

in millions

Balance at December 312009

Pension
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PARTII

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of and Stockholders of

Carolina Power Light Company d/b/a Progress Energy Carolinas Inc

Charlotte North Carolina

We have audited the accompanying consolidated balance sheets of Carolina Power Light Company cl/b/a Progress Energy Carolinas Inc and subsidianes the Company
as of December 31 2012 and 2011 and the related consolidated statements of operations and comprehensive income common stockholders equity and cash flows for each

of the three years in the period ended December 31 2012 These financial statements are the responsibility of the Companys management Our responsibility is to
express an

opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement The Company is not required to have

nor were we engaged to perform an audit of its internal control over financial reporting Our audits included consideration of internal control over financial reporting

as basis for
designing audit procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above
present fairly in all material respects the financial

position of Carolina Power Light Company
d/b/a Progress Energy Carolinas Inc and subsidiaries at December31 2012 and 2011 and the results of their operatiois apd their asIi flows for each of the three

years in the period ended December 31 2012 in conformity with accounting principles generally accepted in the United States of America

/s/ Deloitte Touche LLP

Charlotte North Carolina

February 28 2013
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PARTII

Years Ended December 31

2012 2011 2010

$4106 $4547 $4933

CAROLINA POWER LIGHT COMPANY cl/b/a PROGRESS ENERGY CAROLINAS INC

Consolidated Statements of Operations and Comprehensive Income

in millions

Operating Revenues

Operating Expenses

Fuel used in electric generation and purchased power

1895 1755 2008

Operation maintenance and other
1494 1191 1158

Depreciation
and amortization

535 514 478

Property and other taxes

219 211 218

Impairment charges

54

Total operating expenses

4191 3674 3861

Gains on Sales of Other Assets and Othe net

Operating
Income

510 876 1067

Other Income and Expenses net
19 80 71

Interest Expense
201 184 186

Income Before Income Taxes
382 772 952

Income Tax Expense
-__________________________________________________________________________________

110 256 350

Net Income
272 516 602

Less Net Income Loss Athibutable to Noncontrolling Interests

Net Income Attributable to Controlling Interests
212 516 603

Less Preferred Stock Dividend Requirement

Net Income Available to Parent
269 513 600------

Net Income
212 516 602

Other Comprehensive Loss Income net of tax

Net unrealized loss on cash flow hedges
43 10

Reclassification into earnings from cash flow hedgestm

Reclassification of cash flow hedges to regulatory assetstm
11

Other Comprehensive Income Loss not of tax
11 38

Comprehensive Income
343 418 596

Less Comprehensive Income Loss Attributable to Noncontrolling Interests

Comprehensive Income Attributable to Controlling Interests
343 478 597

Net of $3 million tax benefit in 2012 $20 millbn tax benefit in 2011 and $6 nnillien tax benefit in 2010

Net of $2 million tan expense in 2612 $3 mitbn tax expense in 2011 and $3 million tax expense in 2010

cl Net nf $46 million tax expense in 2012

See Notes to Cnnsolidated Financial Statements
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PART II

CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS INC

Consolidated Balance Sheets

December 31

in millions

2012 2011

ASSETS

Current Assets

Cash and cash equivalents

18 20

Receivables net of allowance for doubtful accounts of $9 at December 31 2012 and 2011
458 492

Receivables from affiliated companies

Inventory

828 770

Other

313 226

Total current assets

16221509

Investments and Other Assets

Nuclear decommissioning trustfunds

1259 1088

Other

251 210

Prand other assets

01298

Cost

21168 19367

Cost variable interest entities

16 16

Accumulated depreciation
and amortization

8185 7991

Generation facilities to be retired net

Net property plant and equipment

1306211555

Regulatory
Assets and Deterred Debits

Regulatory assets

1845 1682

Other

29 22

Total regulatory assets and deferred debits

18141704

Total Assets

$18068 $16066

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable

542 518

Accounts payable to affiliated companies

16 29

Notes payable
and commercial paper

188

Notes payable to affiliated companies

364 31

Taxes accrued

23 23

Interest accrued

69 77

Current maturities of long-term debt

401 502

Other

511 417

Total current liabilities

19981785

Long-term Debt

4433 3704

-.--

Deterred Credits and Other Liabilities

Deferred income taxes

2162 1903

Investment tao credits

92 98

Accrued pension and other post-retirement
benefit costs

115 687

Asset retirement obligations

1649 896

Regulatory
liabilities

1538 1543

Other

295 303

Total deferred credits and other liabilities

6451 5430

Commitments and Contingencies

Preferred Stock

59 59

Equity

Common stock no par value 200 million shares authorized 160 million shares issued and outstanding at December 31 2012 and 2011 2159 2148

Retained earnings

2968 3011

Accumulated other comprehensive loss

71

Total common stockholders equity

5121 5088

_S

Total Liabilities and Equity

$18068 $16066

See Notes to consolidated Financial Statements
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CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS INC

Consolidated Statements of Cash Flows

in millions

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation amortization and accretion
including amortization of nuclear fuel

Equity component of AFUDC

Severance
expense

FERC mitigation costs

Community support and charilable contributions
expense

Gains on sales of other assets and othe net

Impairment charges

Deferred income taxes

Accrued
pension and other post-retirement benefit costs

Contributions to qualified pension plans

Increase decrease in

Net realized and unrealized mark-to-market and hedging transactions

Receivables

Receivables from affiliated ompanies

Inventory

Other current assets

Increase decrease in

Accounts payable

Accounts payable to affiliated companies

lanes accrued

Other current liabilities

Other assets

Other liabilities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures

Purchases of available-for-sale securities

Proceeds from sales and maturities available-for-sale securities

Notes receivable from affiliated companies

Other

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of long-term debt

Payments for the redemption of long-term debt

Notes payable and commercial
paper

Notes payable to affiliated companies

Contribution from parent

Dividends paid to parent

Dividends paid on preferred stock

Other

Net cash provided by used in financing activities

Net decrease increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Years Ended December 31

2012 2011 2010

272 516 602

616 654 593

69 71 64

18

71

36

164 262 285

10 43 43

141 217 95

25 23 11

84 68

58 182 83

24 116 22

149 22 49

41 45 20

23 40 39

28 38 22

16

1161 1137 1518

1525 1426 1382

582 572 490

532 515 437

202

91 12

1484 1469 1230

988 495

502

188 185

333 31

14

310 585 100

315 122

210 195

20 230 35

Net cash provided by operating activities

Cash and cash equivalents at end of period
18 20 $230

Supplemental Disclosures

Cash paid for interest net of amount capitalized
249 199 166

Cash paid for received frxm income taxes
19 97 108

Significant non-cash transactions

Accrued
capital expenditures

232 270 247
Asset retirement obligation addition and estimate revisions

698

Capital expenditures financed
through capital leases

140

See Notes to Consolidated Financial Statements
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CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY CAROLINAS INC

Consolidated Statements of Common Stockholders Equity

Accumulated Other

Comprehensive Income Loss

Unearned Net Gains

ESOP Losses on Common

Common Common Retained Cash Flow Stockholders Noncontrolling Total

in millions Stock Stock
Earnings Hedges Equity Interests Equity

Balance at December 31 2009 2108 $12 $2588 27 $4657 4660

Cumulative effect of change in accounting principle

Net income 603 603 602

Other comprehensive loss

Allocation of ESOP shares 10 12 22 22

Stock-based compensation expense
12 12 12

Dividend to parent 000 100 100

Preferred stock dividends at stated rate

Tax dividend

Balance at December 31 2010 2130 $3083 33 5180 5180

Netincome 516 516 516

Other comprehensive loss 38 38 38

Stock-based compensation expense 18 18 18

Dividend to parent 585 585 585

Preferred stock dividends at stated rate

Balance at December 31 2011 2148 $3011 71 5088 5088

Net income 272 212 272

Other comprehensive income 11 11 71

Stock-based compensation expense 11 11 11

Dividend to parent 310 310 310

Preferred stock dividends at stated rate

Tax dividend

Balanceat December31 2012 $2159 $2968 $5121 $5121

See Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of

Florida Power Corporation d/b/a Progress Energy Florida Inc

Charlotte North Carolina

We have audited the accompanying balance sheets of Florida Power Corporation d/b/a Progress Energy Florida Inc the Company as of December 31 2012 and

2011 and the related statements of operations and comprehensive income common stockholders equity and cash flows for each of the three years in the period

ended December 31 2012 These financial statements are the responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those standards require that weplan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement The Company is not required to have

nor were we engaged to perform an audit of its internal control over financial reporting Our audits included consideration of internal control over financial reporting

as basis for designing audit procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting

the amounts and disclosures in the fnancial statements assessing the accounting principles used and significant estimates made by management as well as

evaluating
the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position of Florida Power Corporation d/b/a Progress

Energy Flodda Inc at December 31 2012 and 2011 and the results of its operations and its cash flows for each of the three
years

in the period ended December 31 2012

in conformity with accounting principles generally accepted in the United States of America

/s Deloitte Touche LLP

Charlotte North Carolina

February 28 2013
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PART

FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA INC

Statements of Operations and Comprehensive Income

Years Ended December 31

in millions
2012 2011 2010

OperatingRevenues
$4689 $4392 $5276

Operating Expenses

Fuel used in electric generation and purchased power 2409 2288 2613

Operation maintenance and other 969 883 915

Depreciation and amortization
192 169 426

Property and other taxes 346 351 362

Impairment charges 146

Total operating expenses 4062 3691 4316

Gains Losses on Sales of Other Assets and Othe net

Operating Income
629 703 955

Other Income and Expenses net 39 30 32

Interest Expense 255 239 258

Income Before Income Taxes
413 494 729

Income Tax Expense 141 180 276

Net Income
266 314 453

Less Preferred Stock Dividend Requirement

Net Income Available to Parent
264 312 451

Net Income
266 314 453

Other Comprehensive Income Loss net of tax

Net unrealized loss on cash flow hedges11 23
Reclassification into earnings from cash flow hedges

Reclassification of cash flow hedges to regulatory assets 26

Other Comprehensive Income Loss net of tax
21 23

Comprehensive Income
293 291 446

Net of $15 miOion tax benefit in 2011 and $4 miflinn tax benefit in 2010

Net of $1 million tan expense in 2012

Ic Net of $16 million tan expense in 2012

See Notes to consolidated Financial Statements
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PART II

FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA INC

Balance Sheets
_____

December 31

in millions _______________

2012 2011

ASSETS

Current Assets

Cash and cash equivalents

131 16

Receivables net of allowance for doubtful accounts of $7 at December 31 2012 and $18 at December 31 2011 318 367

Receivables from affiliated companies

20

Notes receivable from affihated companies

201

Inventory

613 65

Other
351 419

Total current assets
1640 1468

Investments and Other Assets

Nuclear decommissioning trust funds
629 559

Other
182 142

Total investments and other assets
811 701

Property
Plant and Equipment

Cost
13432 14926

Accumulated_depreciation
and amortization

4012 4474

Net property plant and equipment
9360 10452

Regulatory
Assets and Deferred Debits

Regulatory assets
3321 1629

4844

Total regulatory assets and deferred dubits
3369 1673

Total Assets

$15180 $14294

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable

412 340

Accounts payable to affiliated companies

44 14

Notes payable
and commercial paper

233

Notes payable to affiliated companies

Taxes accrued

48 31

Interest accrued

55 54

Current maturities of long-term debt

435 10

Other

534 576

Total current liabilities

1528 1266

Long-term Debt
4885 4671

Deferred Credits and Other Liabilities

Deferred income taxes
1518 1325

Accrued pension and other post-retiremtnt benefit costs
610 598

Asset retirement obligations

164 369

Regulatory liabilities

181 1024

Other

255 332

Total deferred credits and other liabil ties

3934 3648

Commitments and Contingencies

Preferred Stock

34 34

Equity

Common stock no par value 60 million shares authorized 100 issued and outstanding at December 31 2012 and 2011 1162 1757

Retained earnings

3031 2945

Accumulated other comprehensive loss
27

Total common stockholders equity
4199 4675

Total Liabilities and Equity

$15180 $14294

See Notes to consoiidated Financial Statements
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PART II

FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA INC

Statements of Cash Flows

Years Ended December 31

in millions

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation
amortization and accretion

Equity component of AFUDC

Severance expense

Gains losses on sales of other assets and other net

Impairment charges

Deferred income taxes

Amount to be refunded to customers

Accrued pension and other post-retirement benefit costs

Contributions to qualified pension plans

Increase decrease in

Net realized and unrealized mark-to-market and hedging transactions

Receivables

Receivables from affiliated companies

Inventory

Other current assets

Increase decrease in

Accounts payable

Accounts payable to affiliated companies

Taxes accrued

Other current liabilities

Other assets

Other liabilities

Supplemental Disclosures

Cash paid for interest net of amount capitalized

Cash paid for received from income taxes

Significant
non-cash transactions

Accrued capital expenditures

Asset retirement obligation additions and estimate revisions

2012 2011 2010

266 314 453

191 174 430

31 32 28

146

142 234 324

13 13

31 91 95

13

13 28

22 160 85

21 45 16

30 37
15 53

51 16

94 46

266 281 241

24 83 98

139 106 112

139 19

100 288

11 52 58

128 112 34

45

Net cash provided by operating activities

898 165 1204

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures

809 813 1055

Purchases of available-for-sale securities
191 4435 6386

Proceeds from sales and maturities of available-for-sale securities
191 4438 6390

Insurance proceeds

76 64

Notes receivable from affiliated companies
201

Other

27

Net cash used in investing
activities

1000 701 981

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of long-term debt
642 296 591

Payments for the redemption
of long-term debt

10 309 308

Payments of short-term debt with original maturities greater than 90 days
65

Proceeds frxm issuance of short-term debt with original maturities greater
than 90 days

65

Notes payable and commercial paper

233 233

Notes payable
to affiliated companies

212

Dividends paid to parent

110 510 50

Dividends paid on preferred stock

Other

Net cash provided by used in financing activities

211 291 15

Net increase decrease in cash and cash equivalents
115 233 232

Cash and cash equivalents at beginning
of period

16 249 17

Cash and cash equivalents
at end of period

131 16 249

See Notes to CxnsxIdated Finaxcia Statemextx
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PARTII

FLORIDA POWER CORPORATION d/b/a PROGRESS ENERGY FLORIDA INC

Statements of Common Stockholders Equity

Accumulated Other

Comprehensive

Income Loss

Net Gains

Losses on Cash

Flow Hedges

$3

Common Retained

in millions
Stock Earnings lotal

Balance at December 31 2009 $1744 $2143 4490

Net income
453 453

Other comprehensive loss
._

Stock-based
compensation expense

Dividend to parent 50 50
Preferred stock dividends at stated rate

Balance at December 31 2010
$1750 $3144 $4890

Net income
314 314

Other comprehensive loss

23 23
Stock-based compensation expense

Dividend to parent
510 510

Preferred stock dividends at stated ate

Tao dividend

Balance at December 31 2011
$1757 $2945 $27 $4675

Net income
266 266

Other comprehensive income
27 27

Stock-based compensation expense

Dividend to parent 170 170
Preferred stock dividends at stated iate

Tan dividend

Balance at December 31 2012
$1162 $3031 $4199

See Notes to Connolidated FioaxiaI Statements
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PARTII

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of

Duke Energy Ohio Inc

Charlotte North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Ohio Inc and subsidiaries the Company as of December 31 2012 and 2011 and

the related consolidated statements of operations and comprehensive income common stockholders equity and cash flows for each of the three years in the period

ended December 31 2012 These financial statements are the responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those standards
require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement The Company is not required to have

nor were we engaged to perform an audit of its internal control over financial reporting Our audits included consideration of internal control over financial reporting

as basis for
designing audit procedures that are appropriate

in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly
in all material respects the financial position of Duke Energy Ohio Inc and

subsidiaries at December 31 2012 and 2011 and the results of their operations and their cash flows for each of the three years
in the period ended December 31 2012

in conformity with accounting principles generally accepted in the United States of America

/5/ Deloitte Touche LLP

Charlotte North Carolina

February 28 2013
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PART II

DUKE ENERGY OHIO INC

Consolidated Statements of Operations and Comprehensive Income

in millions

Years Ended December 31

2012 2011 2010

Operating Revenues

Regulated 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 arid purchased power non-regulated

Cost of natural
gas

Operation maintenance and othe

Depreciation and amortizatiun

Property and other taxes

Goodwill and other impairment charges

Total operating expenses

Gains on Sales of Other Assets and Other net

Operating Income loss

Other Income and Expenses net

Interest Expense

Income Loss Before Income Taxes

Income Tax Expense

Net Income Loss

Other Comprehensive Income Loss net of tax

Reclassification from earnings into cash flow hedges

Pension and OPEB adjustmentstm

Comprehensive Income Loss

lal Net ot $1 mifion tax benefit 2010

hI Net of $0 million tax expenses 2012 insigruticant tax expense in 2011 and $4 mdhsn tax
expense in

2010

Sex Nntes to Csnsohdatxd Finxncixl Statements

$1386 $1518 $1823

1295 1105 885

411 558 621

3152 3181 3329

475 380 490

832 653 465

142 209 269

197 885 836

338 335 400

224 260 260

89 837

2810 2811 3557

349 315 225

13 19 25

89 104 109

213 290 309

98 96 132

115 194 441

21

202 188 434
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PARTII

DUKE ENERGY OHIO INC

Consolidated Balance Sheets

December 31

in millions

2012 2011

ASSETS

Current Assets

Cash and cash equivalents
31 99

Receivables net of allowance for doubtful accounts of $2 at December 31 2012

and $16 at December31 2011
108 137

Receivables from affiliated
companies

82 143
Notes receivable from affiliated companies

401

Inventory

221 243
Other

261 220

Total current assets

716 1243

Investments and Other Assets

Goodwill

921 921

Intangibles net

129 143
Other

75 58

Total investments and other assets

1125 1122

Property Plant and Equipment

Cost

10824 10632
Accumulated depreciation and amortization

2698 2594
Net

property plant and equipment
8126 8038

Regulatory Assets and Deferred Debits

Regulatory assets

519 520
Other

14 16

Total regulatory assets and deferred debits

593 536

Total Assets

$10560 $10939

LIABILITIES AND COMMON STOCKHOLDERS EQUITY

Current Liabilities

Accounts
payable

318 318
Accounts payable to affiliated companies

62 84
Notes

payable to affiliated companies
245

Taxes accrued

159 180

Interest accrued

14 23
Current maturities of long-term debt

261 507
Other

126 122

Total current liabilities

1185 1234

Long-term Debt

1136 2048

Def erred Credits and Other Liabilities

Deferred income taxes

1853 1853
Investment tax credits

Accrued
pension and other post-retirement benefit costs

151 147
Asset retirement obligations

28 27

Regulatory liabilities

254 273
Other

115 182

Txtal deferred credits and other liabilities

2473 2490

Commitments and Contingencies

Common Stockholders Equity

Common stuck $8.50 par value 120000000 shares authorized 89663086 shares outstanding

at December 31 2012 and December 31 2011
762 762

Additional paid-in capital

4882 5085
Accumulated deficit

471 652
Accumulated other comprehensive loss

28
Total common stockholders equity

5166 5167

Total Liabilities and Common Stockholders Equity
$10560 $10939

See Notes to Coxoxirdated Financial Statements
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PARTII

DUKE ENERGY OHIO INC

Consolidated Statements of Cash Flows

in millions

CASH FLOWS FROM OPERATING ACTIVITIES

Net income loss

Adjustments to reconcile net income loss to net cash provided by operating activities

Depreciatiun and amortization

Gains on sales of other assets and other net

Impairment charges

Deterred income taxes

Accrued pension and other post
retirement benetit costs

Contributions to qualified pensbn plans

Net realized and unrealized mark-tn-market and hedging transactions

Receivables

Receivables trom affiliated rompanies

lnventnry

Other current assets

Increase decrease in

Accounts payable

Accounts payable ts affiliated companies

Taees accrued

Other current liabilities

Other assets

Other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures

Net proceeds
trom the sales of other assets

Notes receivable from affiliated companies

Change in restricted cash

Other

Net cash used in investing
activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds trom the issuance ot long-term
debt

Payments tor the redemption of long-term debt

Notes payable and commercial paper

Notes payable to affiliated companies

Supplemental Disclosures

Cash paid
for interest net ot amount capitalized

Cash paid received for income taes

Significant
non-cash transactions

Years Ended December 31

2012 2011 2010

$115 $194 $1441

342 338 403

89 831

61 190 11

11 14 12

48 45

18

29 10 191

61 98 221

15 11 15

62 24 71

33 81

22 108

24 25

21

514 499 446

82

400 79 296

26

93 $100 $108

18 $1102 $114

31 43 40

28

Increase decrease in

61 42

116 47 15

444 818 855

26 449 740

34

556 36

12

245

115 485
Dividends to parent

Other

Net cash used in tinancing activities

486 498 14

Net decrease increase in cash anil cash equivalents

68 129 101

Cash and cash equivalents at beginning of period

99 228 127

Cash and cash equivalents
at end of period

31 99 $228

Accrued capital expenditures

Transter of Vermillion Generating Station to Duke Ener Indiana

5ee Notes to censeildated Fmarcioi statements
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PART II

DUKE ENERGY OHIO INC

Consolidated Statements of Common Stockholders Equity

Accumulated Other

Comprehensive Income Loss

Net Gains Pension and

Retained Losses on OPEB Related

Common Additional
Earnings Cash Flow

Adlustnientsin millions

Stock Paid-in
Capital Deficit Hedges to AOCI Total

Other
comprehensive loss income

Balance at December 31 2010
$762 $5570 $846 $22 $5464

Netincome

194
194Other comprehensive loss income

Netincome

175
175Other comprehensive income

27 27Transfer of Vermilion
Generating Station to Duke Energy Indiana

28 28Dividends to parent

175
175

Balance at December 31 2012
$762 $4882 $471 $- $5166

Sen Notes to Consohdated rinancal Statements
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PART II

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

...--

To the Board of Directors of

Duke Energy Indiana Inc

Charlotte North Carolina

We have audited the accompanying consolidated balance sheets of Duke Energy Indiana Inc and subsidiary the Company as of December 31 2012 and 2011

and the related consolidated statements of operations
and comprehensive income common stockholders equity

and cash flows for each of the three years in the

period
ended December 31 2012 Thes financial statements are the responsibility

of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board United States Those standards require

that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement The Company is not required to have

nor were we engaged to perform an audit of its internal control over financial reporting Our audits included consideration of internal control over financial reporting

as basis for designing
audit procedures that are appropriate

in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements assessing the accounting principles
used and significant

estimates made by management as well as

evaluating the overall financial statemnt presentation We believe that our audits provide
reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly
in all material respects the financial position

of Duke Energy Indiana Inc and

subsidiary at December 31 2012 and 2011 and the results of their operations
and their cash flows for each of the three years in the period ended December 31 2012

in conformity with accounting principles generally accepted in the United States of America

Is Deloitte Touche LLP

Charlotte North Carolina

February 28 2013
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PART II

DUKE ENERGY INDIANA INC

Consolidated Statements of Operations and Comprehensive Income

Years Ended December 31

in millions 2012 2011 2010

Operating Revenues $2111 $2622 $2520

Operating Expenses

Fuel used in electric generation and purchased power 1088 986 912

Operation maintenance and other 655 647 611

Depreciation and amortization 389 391 375

Property and other taxes
81 82 70

Impairment charges 579 234 44

Total operating expenses 2192 2340 2012

Losses on Sales of Other Assets and Other net

Operating Loss Income 75 282 506

Other Income and Expenses net 90 97 70

Interest Expense 138 137 135

Loss Income Before Income Taxes 123 242 441

Income Tax Benefit Expense 13 74 156

Net Loss Income 50 168 285

Other Comprehensive Loss net of tax

Reclassification into earnings from cash flow hedges1

Comprehensive Loss Income 52 167 283

lal Net of tax benefit of $1 million in 2012 2011 and 2010

See Notes to Consolidated Financial Statements

105



PARTII

DUKE ENERGY INDIANA INC

Consolidated Balance Sheets

December 31

in millions
______________________________________________________________________

2012 2011

ASSETS

Current Assets

Cash and cash equivalents
36 16

Receivables net of allowance for doubtfu accounts of $1 at December 31 2012 and December 31 2011 33 42

Receivables from affiliated companies
104 156

Inventory
380 330

Other
138 135

Total current assets

______________________________________________________________

691 679

Investments and Other Assets

Intangibles net
41 50

Other
122 113

Total investments and other assets
163 163

Property Plant and Equipment

Cost 12012 1/91

Accumulated depreciation and amortizati3n 3692 3393

Net property plant and equipment
8320 8398

Regulatory Assets and Deferred Debits

Regulatory assets
810 798

Other
24 24

Total regulatory assets and deferred debits
834 822

Total Assets
$10008 10062

LIABILITIES AND COMMON STOCKHOLDERS EQUITY

Current Liabilities

Accounts payable
113 201

Accounts payable to affiliated companies
60 72

Notes payable to affiliated companies
81 300

Taxes accrued
61 74

Interest accrued
53 50

Current maturities of long-term debt
405

Other
165 93

Total current liabilities

998 796

Long-term_Debt

3141 3303

Long-term Debt payable to Affiliated Companies
150 150

Deferred Credits and Other Liabilities

Deferred income taxes
853 927

Investment tax credits
142 143

Accrued
pension

and other post-retirement
benefit costs

186 161

Asset retirement obligations
31 43

Regulatory liabilities

141 683

Other
46 122

Total deferred credits and other liabilities
2005 2079

Commitments and Contingencies

Common Stockholders Equity

Common Stock no par $0.01 stated value 60000000 shares authorized 53913701 shares outstanding at December 31 2012 axd December 31 2011

Additional paid-in capital
1384 1358

Retained earnings
2318 2368

Accumulated other comprehensive income

Total common stockholders equity
3108 3734

Total Liabilities and Common Stockholders Equity
$10008 10062

See Notes to consoildated Financial Statements
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PARTII

DUKE ENERGY INDIANA INC

Consolidated Statements of Cash Flows

Years Ended December 31

in millions 2012 2011 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Net Inss inôome 50 188 285

Adjustments to reconcile net loss income to net cash provided by operating activities

Depreciahon and amortization 393 395 380

Equity component ot AFUDC 84 88 56
Losses on sales ot other assets and other net

Impairment charges 519 234 44

Deterred income taoes and investment tan credit amortization 14 63 143

Contributions to qualified pension plans 52 46
Accrued pension and other post-retirement benetit costs 15 23 23

Increase decrease in

Receivables 25 105

Receivables tram affiliated companies 52 63 204

Inventory 50 64 46

Other current assets 25 13 14

Increase decrease in

Accounts payable 18 14 39

Accounts payable to affiliated companies 12 60
Taoes accrued 21 29

Other current liabilities 16 17

Other assets
47

Other liabilities 31 72 46

Net cash provided by operating activities 116 633 662

CASH FLOWS FROM INVESTING ACTIVITIES

Capital eupenditures 118 1066 1255

Purchases of available-fur-sale securities 11 11 24
Proceeds from sales and maturities of available-for-sale securities 18 25

Notes receivable from affiliated companies 115 84

Change in restricted cash

Other

Net cash used in investing activities 118 953 1346

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the issuance of long-term debt 250 571

Payments for the redemption of long-term debt 14 199

Notes payable to affiliated companies 219 300

Capital contribotion from parent 350

Other

Net cash provided by financing activities 22 282 718

Net increase decrease in cash and cash equivalents 20 38 34

Cash and
cash_equivalents

at beginning of period 16 54 20

Cash and cash equivalents at end of period 36 16 54

Supplemental Disclosures

Cash paid for interest net of amount capitalized 130 130 122

Cash paid for income taces 51 90 31

Significant non-cash transactions

Accroed capital ecpenditores 61 110 131

Transfer ot Vermillion Generating Station tram Ouke Energy Ohio 26

See Notes to csnsshdsted rinsnciai Statemests
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PARTU

DUKE ENERGY INDIANA INC

Consolidated Statements of Common Stockholders Equity

Accumulated Other

Comprehensive

Income Loss

Net Gains

Losses on

Common Additional Retained Cash Flow

Stock Paid-in Capital Earnings Hedges

$1008 $1915 $10 $2934

Net income
-- 285 285

Other comprehensive loss

Capital contributioo from pareot 350 350

Balance at December 31 2010 $1358 $2200 $3567

Net loss

168 168

Other compreheosive loss

Balance at December 31 2011 $1358 $2368 $3734

Net loss
50 50

Other comprehensive loss

Traosfer of Vermillioo Generating Stativo from Duke Energy Ohio 26 26

Balance at December 31 2012 $1384 $2318 $3708

in millions

Balance at December 31 2009

Total

See Notes to Consolidated Fnanciai Statements
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PART II

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Forthe Years Ended December 31 2012 2011 and 2010

Index to Combined Notes To Consolidated Financial Statements

The notes to the consolidated financial statements that follow are

combined presentation The following list indicates the registrants to which the

footnotes apply

Registrant Applicable Notes

Duke Energy Corporation 1234 56 89 10 11 12 13 14 15 16 1718

1920212223242627

Duke Energy Carolinas ILC 12345689 10 11 14 15 16 17 18 21 22 23

24 26 27

Progress Energy Inc 12 3456 789 10 11 12 14 15 16 11 18 19

2021222324252627

Progress Energy Carolinas nc 2345 6789 10 11 14 15 16 17 18 20 21

22 23 24 26 27

Progress Energy Florida Inc 1234 56789 10 11 14 15 16 17 18 20 21

22 23 24 26 27

Duke Energy Ohio Inc 123456 789 10 11 12 14 15 16 18 21 22

23 24 26 27

Duke Energy Indiana Inc 1234 5689 10 11 12 14 15 16 17 18 21

22 23 24 26 27

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations and Basis of Consolidation

Duke Energy Corporation collectively with its subsidiaries Duke Energy

is an energy company headquartered in Charlotte North Carolina Duke Energy

operates in the United States U.S and Latin America primarily through its

direct and indirect subsidiaries Duke Energys subsidiaries included Duke

Energy Carolinas LLC Duke Energy Carolinas Duke Energy Ohio Inc Duke

Energy Ohio which includes Duke Energy Kentucky Inc Duke Energy Kentucky

and Duke Energy Indiana Inc Duke Energy Indiana prior to the merger with

Progress Energy Inc Progress Energy On July 2012 Duke Energy merged

with Progress Energy with Duke Energy continuing as the surviving corporation

and Progress Energy becoming subsidiary of Duke Energy Carolina Power

Light Company d/b/a Progress Energy Carolinas Inc Progress Energy Carolinas

and Florida Power Corporation d/b/a Progress Energy Florida Inc Progress

Energy Florida Progress Energys regulated utility subsidiaries are now indirect

subsidiaries of Duke Energy Duke Energys consolidated financial statements

include Progress Energy Progress Energy Carolinas and Progress Energy Florida

activity beginning July 2012 See Note for additional information regarding

the merger When discussing Duke Energys consolidated financial information

it necessarily includes the results of its six separate subsidiary registrants Duke

Energy Carolinas Progress Energy Progress Energy Carolinas Progress Energy

Florida Duke Energy Ohio and Duke Energy Indiana collectively referred to as

the Subsidiary Registrants which along
with Duke Energy are collectively

referred to as the Duke Energy Registrants

Progress Energy Progress Energy Carolinas and Progress Energy Florida

collectively referred to as the Progress Energy Registrants continue to maintain

reporting requirements as SEC registrants In accordance with SEC guidance

the Progress Energy Registrants did not reflect the impacts of acquisition

accounting from the merger with Duke Energy whereby the adjustments of

assets and liabilities to fair value and the resultant goodwill
would be shown on

the financial statements of the Progress Energy Registrants These adjustments

were recorded by Duke Energy

The information in these combined notes relates to each of the Duke

Energy Registrants as noted in the Index to the Combined Notes However none

of the registrants makes any representation as to information related solely to

Duke Energy or the subsidiaries of Duke Energy other than itself As discussed

further in Note Duke Energy operates three reportable business segments

U.S Franchised Electric and Gas USFEG Commercial Power andlnternational

Energy The remainder of Duke Energys operations is presented as Other

These Consolidated Financial Statements include after eliminating

intercompany transactions and balances the accounts of the Duke Energy

Registrants and all majority-owned subsidiaries where the respective Duke

Energy Registrants have control and those variable interest entities VIEs

where the respective Duke Energy Registrants are the primary beneficiary These

Consolidated Financial Statements also reflect the Duke Energy Registrants

proportionate share of certain generation and transmission facilities In January

2012 Duke Energy Ohio completed the sale of its 75% ownership of the

Vermillion Generating Station Vermillion upon the close Duke Energy Indiana

purchased 62.5% interest in the station See Note for further discussion

Duke Energy Carolinas wholly owned subsidiary of Duke Energy is

an electric utility company that generates transmits distributes and sells

electricity in North Carolina and South Carolina Duke Energy Carolinas is

subject to the regulatory provisions of the North Carolina Utilities Commission

NCUC the Public Service Commission of South Carolina PSCSC the U.S

Nuclear Regulatory Commission NRC and the Federal Energy Regulatory

Commission FERC Substantially all of Duke Energy Carolinas operations are

regulated and qualify for regulatory accounting treatment As discussed further

in Note Duke Energy Carolinas operations include one reportable business

segment Franchised Electric

Progress Energy wholly owned subsidiary of Duke Energy is holding

company headquartered in Raleigh North Carolina subject to regulation by

the FERC Progress Energy conducts operations through its wholly owned

subsidiaries Progress Energy Carolinas and Progress Energy Florida As

discussed further in Note Progress Energys operations include one reportable

segment Franchised Electric

Progress Energy Carolinas an indirect wholly owned subsidiary of

Duke Energy is regulated public utility primarily engaged in the generation

transmission distribution and sale of electricity in portions of North Carolina

and South Carolina
Progress Energy Carolinas is subject to the regulatory

provisions of the NCUC the PSCSC the NRC and the FERC Substantially all of

Progress Energy Carolinas operations are regulated and qualify for regulatory

accounting treatment As discussed further in Note Progress Energy

Carolinas operations include one reportable segment Franchised Electric

Progress Energy Florida an indirect wholly owned subsidiary of Duke

Energy is regulated public utility primarily engaged in the generation

transmission distribution and sale of electricity
in west central Florida

Progress Energy Florida is subject to the regulatory jurisdiction of the Florida

Public Service Commission FPSC the NRC and the FERC Substantially all of

Progress Energy Floridas operations are regulated and qualify for regulatory

accounting treatment As discussed further in Note Progress Energy Floridas

operations include one reportable segment Franchised Electric

Duke Energy Ohio an indirect wholly owned subsidiary of Duke Energy

is combination electric and gas public utility that provides service in the

southwestern portion of Ohio and in northern Kentucky through its wholly owned

subsidiary Duke Energy Kentucky as well as electric generation in parts of Ohio

Illinois and Pennsylvania Duke Energy Ohios principal lines of business include

generation transmission and distribution of electricity the sale of and/or

transportation of natural gas and energy marketing Duke Energy Ohio conducts

competitive auctions for retail electricity supply in Ohio whereby the energy price

is recovered from retail customers Duke Energy Kentuckys principal lines of

business include generation transmission and distribution of electricity as well

as the sale of and/or transportation of natural gas References herein to Duke
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Energy Ohio include Duke Energy Ohio and its subsidiaries unless otherwise

noted Duke Energy Ohio is subject to the regulatory provisions of the Public

Utilities Commission of Ohio PUCO the Kentucky Public Service Commission

KPSC and the FERC Duke Energy Ohio applies regulatory accounting treatment

to substantially all of the operations in its Franchised Electric and Gas operating

segment Through November 2011 luke Energy Ohio applied regulatory

accounting treatment to certain rate riders associated with retail generation of

its Commercial Power operating segment See Note for further information

about Duke Energy Ohios business segments

Duke Energy Indiana an indirect wholly owned subsidiary of Duke Energy

is an electric utility
that provides service in north central central and southern

Indiana Its primary line of business is generation transmission and distribution

of
electricity

Duke Energy Indiana is subject to the regulatory provisions of the

Indiana Utility Regulatory Commission IURC and the FERC Substantially all

of Duke Energy Indianas operations are regulated and qualify for regulatory

accounting treatment As discussed further in Note Duke Energy Indianas

operations include one reportable business segment Franchised Electric

Certain prior year amounts have been reclassified to conform to current

year presentation In addition prior year financial statements and footnote

disclosures for the Progress Energy Registrants have been reclassified to

conform to Duke Energys presentation

Reverse Stock Split

On July 2012 just prior to the close of the merger with Progress Energy

Duke Energy
executed one-for-three reverse stock split

with
respect to the

issued and outstanding shares of Duke Energy common stock All per-share

amounts included in this Form 10-K are presented as if the one-for-three reverse

stock split had been effective from the beginning of the earliest period presented

Use of Estimates

To conform to generally accepted accounting principles GAAP in the

US management makes estimates and assumptions that affect the amounts

reported
in the Consolidated Financial Statements and Notes Although these

estimates are based on managements best available information at the time

actual results could differ

Cost-Based Regulation

The Duke Energy Registrants account for their regulated operations in

accordance with applicable regulatory accounting guidance The economic

effects of regulation can result in regulated company recording assets

for costs that have been or are expeded to be approved for recovery from

customers in future period or recording
liabilities for amounts that are

expected to be returned to customers in the rate-setting process in period

different from the period in which the amounts would be recorded by an

unregulated enterprise Accordingly the Duke Energy Registrants record assets

and liabilities that result from the regulated ratemaking process that would

not be recorded under GAAP for nonregulated entities Regulatory assets and

liabilities are amortized consistent with the treatment of the related cost in the

ratemaking process Management ccntinually assesses whether regulatory

assets are probable of future recovety 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 that no regulatory

liabilities other than those recorded have been incurred These regulatory

assets and liabilities are classified in the Consolidated Balance Sheets as

Regulatory assets and Other in Current Assets and as Regulatory liabilities

and Other in Current Liabilities respectively The Duke Energy Registrants

periodically evaluate the
applicability

of
regulatory accounting treatment by

considering factors such as regulatory changes and the impact of competition

If cost-based regulation ends or competition increases the Duke Energy

Registrants may have to reduce their asset balances to reflect market basis

less than cost and write-off the associated regulatory assets and liabilities

If it becomes probable that
part

of the cost of plant under construction or

recently completed plant will be disallowed for ratemaking purposes and

reasonable estimate of the amount of the disallowance can be made that

amount is recognized as loss

In November 2011 in conjunction with the PUCOs approval of its new

Electric Security Plan ESP Duke Energy Ohio ceased applying regulatory

accounting treatment to generation operations within its Commercial Power

segment

For further information see Note

Energy Purchases Fuel Costs and Fuel Cost Deferrals

The Duke Energy Registrants utilize cost-tracking mechanisms commonly

referred to as fuel adjustment clause to recover the retail portion of fuel and

purchased power The Duke Energy Registrants
defer the related cost through

Fuel used in electric generation and purchased power regulated on the

Consolidated Statement of Operations unless regulatory requirement exists

for deferral through Operating Revenues

Fuel used in electric generation and purchased power regulated

includes fuel purchased power and recoverable costs that are deferred through

fuel clauses established by the Subsidiary Registrants regulators These

clauses allow the Subsidiary Registrants to recover fuel costs fuel-related costs

and portions of purchased power costs through surcharges on customer rates

The Subsidiary Registrants record any under-recovery or over-recovery resulting

from the differences between estimated and actual costs as regulatory asset

or regulatory liability until billed or refunded to customers at which point the

differences are adjusted through revenues Indiana law limits the amount of fuel

costs that Duke Energy Indiana can recover to an amount that will not result in

earning return in excess of that allowed
by

the IURC

As discussed in Note beginning January 12012 Duke Energy

Ohio procures energy for its retail customers through third-party auction

Purchases of energy through the auction process are pass-through of costs

for Duke Energy Ohio with no affect on earnings Subsequent to December 31

2011 Duke Energy Ohios generation assets are no longer dedicated to retail

customers and accordingly Duke Energy Ohio can no longer recover their

generation assets energy purchases and fuel costs from regulated customers

Cash and Cash Equivalents

All highly liquid investments with maturities of three months or less

at the date of acquisition are considered cash equivalents At December 31

2012 Duke Energy had cash and cash equivalents of $1424 million of which

$731 million is held in foreign jurisdictions and is forecasted to be used to fund

international operations and investments
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Restricted Cash

The Duke Energy Registrants have restricted cash related primarily to

collateral assets escrow deposits and restricted cash of VIEs Restricted

cash balances are reflected in Other within Current Assets and in Other within

Investments and Other Assets on the Consolidated Balance Sheets

December 31

2012 2011

$574 $104

in millions

Duke Energy

Duke Energy Carolinas

Progress Energy 11 35

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio 30

Duke
Energy Indiana

Duke Energy Ohio has agreements with third party through which title

of natural gas inventory purchased by Duke Energy Ohio is transferred to third

party Under the agreements the gas inventory is stored and managed for Duke

Energy Ohio and is delivered on demand As result of the agreements the

combined natural gas inventory of approximately $44 million and $50 million

being held by third
party as of December 31 2012 and December 31 2011

respectively was classified as Other within Current Assets on the Consolidated

Balance Sheets

Investments in Debt and Equity Securities

The Duke Energy Registrants classify 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 secunties are also reported

at fair value on the Consolidated Balance Sheets with unrealized gains and losses

included in Accumulated Other Comprehensive Income AOCI or as 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

lnventor

Inventory is conprised of amounts presented in the tables below and

is recorded primarily using the average cost method
Inventory related to the

Duke Energy Registrants regulateti 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 property plant and equipment when installed Reserves are established for

excess and obsolete inventory lnentory related to the Duke Energy Registrants

nonregulated operations is valued at the lower of cost or market The following

tables present the Duke Energy Registrants inventory

Investments in debt and
equity securities are classified as either short-term

investments or long-term investments based on managements 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

high degree of liquidity such as investments in auction rate debt securities

See Note 17 for further information on the investments in debt and equity

securities including investments held in the nuclear decommissioning trust

funds NDTF

Goodwill

Duke Energy and Duke Energy Ohio perform annual goodwill impairment

tests as of August31 each year and update these tests between annual tests if

events or circumstances occur that would more likely than not reduce the fair

value of reporting unit below its carrying value

In 2012 Progress Energy changed its goodwill impairment testing

date from October31 to August 31 The change in the
goodwill impairment

test date is preferable as it better aligns the annual goodwill impairment

testing procedures with the testing procedures of Duke Energy The change

in accounting principle did not accelerate delay avoid or cause goodwill

impairment charge Neither the change in the goodwill impairment testing

December 31 2012

Duke
Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Materialsand supplies $1751 574 168 $499 $269 142 164

Coal held for electric generation 1468 488 673 329 344 82 216

Naturalgas

Total inventory $3223 $1062 $1441 $828 $613 227 380

December3l2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions
Energy Carolinas Energy Carolinas Florida Ohio Indiana

Materials and supplies 813 505 747 $446 $301 150 134

Coal held for electric generation 712 412 681 323 358 90 196

Natural gas

Totalinventory $1588 $917 $1429 $770 $659 $243 $330
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date nor the merger resulted in any changes to the Progress Energy reporting

units Due to significant judgments and estimates that are utilized in goodwill

impairment analysis Progress Energy determined it was impracticable
to

objectively determine without the use of hindsight projected cash flows and

related valuation estimates as of each August 31 for periods prior
to August 31

2012 As such the change in the annual goodwill impairment testing date was

prospectively applied
from August 31 2012

Duke Energy Progress Energy and Duke Energy Ohio perform the annual

review for goodwill impairment at the reporting unit level which Duke Energy

and Progress Energy have determined to be an operating segment or one

level below and which Duke Energy Ohio has determined to be an operating

segment

The annual goodwill impairmen test may first consider qualitative
factors

to determine whether it is more likely than not i.e greater
than 50 percent

chance that the fair value of reporting unit is less than its book value This

is sometimes referred to as step zero and is an optional step in the annual

goodwill impairment analysis see further discussion as discussed in New

Accounting Standards below If the results of qualitative
assessments indicate

that the fair value of reporting unit is more likely than not less than the

carrying value of the reporting unit the two-step impairment test is required

Step one of the impairment test involves comparing the fair values of reporting

units with their carrying values including goodwill If the carrying amount is

less than fair value in
step one further testing of goodwill is not performed If

the carrying amount of reporting unit exceeds the reporting units fair value

step two must be performed to determine the amount if any of the goodwill

impairment loss Step two of the goodwill impairment test involves comparing

the implied fair value of the reporting
units goodwill against the carrying

value

of the goodwill Under step two determining the implied fair value of goodwill

requires the valuation of reporting units identifiable tangible and intangible

assets and liabilities as if the reporting unit had been acquired
in 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 excess of the carrying

amount of goodwill over the implied
fair value of goodwill upon the completion

of step two

As result of the Progress Energy merger Duke Energy Progress Energy

and Duke Energy Ohio performed step one of the goodwill impairment test as of

August 31 2012 and concluded the fair value of the reporting units exceeded

their respective carrying values and thus did not record any impairment

charges In 2011 Duke Energy and Euke Energy Ohio performed the qualitative

assessments under step zero and concluded that it was more likely than not the

fair value of each reporting unit exceuded its carrying value In 2011 Progress

Energy performed step one of the goodwill impairment test which indicated the

carrying amounts of goodwill were not impaired In 2010 Duke Energy Progress

Energy and Duke Energy Ohio used the two-step process to test goodwill
for

impairment which resulted in impairments recorded by
Duke Energy and Duke

Energy Ohio

See Note 12 for further information

Long-Lived Asset Impairments

The Duke Energy Registrants evaluate whether long-lived assets

excluding goodwill have been impaired when circumstances indicate the

carrying value of those assets may riot 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 long-lived asset are under consideration 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 assets 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 change in managements 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 12 for further information

Property Plant and Equipment

Property plant and equipment are stated at the lower of historical cost less

accumulated depreciation or fair value if impaired The Duke Energy Registrants

capitalize all construction-related direct labor and material costs as well as

indirect construction costs Indirect costs include general engineering taxes and

the allowance for funds used during construction AFUDC See iFUDC and

Interest Capitalized below for additional information 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 are expensed as incurred Depreciation is generally computed over the

estimated useful life of the asset using
the composite straight-line method For

regulated operations depreciation studies are conducted periodically
to update

the composite rates and are approved by the various state commissions The

composite weighted-average depreciation rates excluding nuclear fuel for each

of the Duke Energy Registrants are included in the following table

Years Ended December 31

2012 2011 2010
percentages

Duke Energy
2.9 3.2 3.2

Duke Energy Carolinas
2.8 2.6 2.7

Progress Energy
2.6 2.3 2.0

Progress Energy
Carolinas 2.1 2.1 2.1

Progress Energy Florida 2.5 2.4 1.9

Duke Energy Ohio
3.2 3.5 4.1

Duke Energy
Indiana 3.3 3.4 3.5

When the Duke Energy Registrants
retire regulated property plant and

equipment under what is considered normal retirement the original cost

plus
the cost of retirement less salvage value is charged to accumulated

depreciation consistent with regulated rate-making practices
When it becomes

probable that regulated generation asset will be retired substantially in

advance of its original expected useful life or is abandoned the cost of the

asset and the corresponding accumulated depreciation is removed from

Cost and Accumulated depreciation and amortization within Property
Plant

and Equipment on the Consolidated Balance Sheets and separate asset

is recognized If the plant is still in operation the amount is classified as

Generation facilities to be retired net on the Consolidated Balance Sheets If the

plant is no longer operating then regulatory asset is recognized The carrying

value of the asset is based on historical cost if the Duke Energy Registrants are
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allowed to recover the remaining net book value and full return on the asset

If the Duke Energy Registrants do not expect to recover the full remaining cost

and full return the carrying value of the asset is based on the lower of cost

or the present value of the future revenues expected to be provided to recover

the allowable costs discounted at the Duke Energy Registrants incremental

borrowing rate An impairment is recognized if the net book value of the asset

exceeds the present value of the future revenues to be recovered in rates

When the Duke Energy Registrants sell entire regulated operating units or

retire or sell non regulated properties
the original cost is removed from property

and the related accumulated depreciation and amortization baIanes are

reduced Any gain or loss is recorded in earnings unless otherwise required by

the applicable regulatory body

See Note 10 for further information on the components and estimated

useful lives of Duke Energys properly plant and equipment

Nuclear Fuel

Nuclear fuel is classified as Properly Plant and Equipment in the

Consolidated Balance Sheets Nuclear fuel in the front-end fuel processing

phase is considered work in
progress

and not amortized until placed in service

Amortization of nuclear fuel 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

AFUDC and Interest Captalized

In accordance with applicable regulatory accounting guidance the Duke

Energy Registrants record AFUDC which represents
the estimated debt and

equity costs of capital funds necessary to finance the construction of new

regulated facilities The equity component of AFIJDC is non-cash amount

within the Consolidated Statements of Operations AFUDC is capitalized as

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 the Duke Energy Registrants are permitted to

recover these costs through inclusion in the rate base and the corresponding

depreciation expense or nuclear fuel expense

AFIJDC equity is permanent difference item for income tax purposes

thus reducing the Duke Energy Registrants 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 are placed in service and depreciation of the AFUOC equity

commences See Note 24 for information related to the impacts of AFUDC equity

on the Duke Energy Registrants effective tax rate

For nonregulated operations interest is capitalized during the construction

phase in accordance with the applicable accounting guidance

Asset Retirement Obligations

The Duke Energy Registrants recognize asset retirement obligations for

legal obligations associated with the retirement of long-lived assets that result

from the acquisition construction development and/or normal use of the

asset and for conditional asset retirement obligations The term conditional

asset retirement obligation refers to legal obligation to perform an asset

retirement activity in which the timing and or method of settlement are

conditional on 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 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 reasonable estimate of fair value can be made The liability is then

accreted over time by applying an interest method of allocation to the liability

Substantially all accretion is related to regulated operations and is deferred

pursuant to regulatory accounting The present value of the liability is added to

the carrying amount of the associated asset and this additional carrying amount

is depreciated over the remaining life of the asset

The present value of the initial obligation and subsequent updates

are based on discounted cash flows which include estimates regarding the

timing of future cash flows the selection of discount rates and cost escalation

rates among other factors These underlying assumptions and estimates

are made as of point in time and are subject to change The obligations for

nuclear decommissioning are based on site-specific cost studies Duke Energy

Carolinas and Progress Energy Carolinas assume prompt dismantlement of

the nuclear facilities which reflects dismantling the site after operations are

ceased Progress Energy Florida assumes the nuclear facility will be placed into

safe storage configuration until the eventual dismantling of the site begins

in approximately 40-60 years The nuclear decommissioning asset retirement

obligation also assumes Duke Energy Carolinas Progress Energy Carolinas and

Progress Energy Florida will store spent fuel on site until such time that it can be

transferred to U.S Department of Energy DOE facility

See Note for further information

Revenue Recognition and lJnbiUed Revenue

Revenues on sales of electricity and gas are recognized when either the

service is provided or the product is delivered Unbilled retail revenues are

estimated by applying average revenue per kilowatt-hour kWh or per thousand

cubic feet Mcf for all customer classes to the number of estimated kWh or

Mcf delivered but not billed Unbilled wholesale energy revenues are calculated

by applying the contractual rate
per megawatt-houT MWh to the number

of estimated MWh delivered but not yet billed linbilled 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 result of numerous factors

including seasonality wether customer usage patterns and customer mix

The Duke Energy Registrants had unbilled revenues within Receivables

and within Restricted receivables of variable interst entities on their respective

Consolidated Balance Sheets as shown in the table below

December 31

in millions 20122011

Duke Energy $920 $674

Duke Energy Carolinas 315 293

Progress Energy 181 157

Progress Energy Carolinas 112 102

Progress Energy Florida 14 55

Duke Energy Ohio 41 50

Duke Energy Indiana

Additionally Duke Energy Ohio and Duke Energy Indiana sell on

revolving basis nearly all of their retail and wholesale accounts receivable

to Cinergy Receivables Company LLC CRC These transfers meet sales
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in millions

Duke Energy Ohio

Duke
Energy Indiana

Allowance for Doubtful Accounts

in millions

Allowance for Doubtful Accounts

Duke Energy

Duke Energy Carolinas

Progress Energy

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio

Duke Energy Indiana

values of hedged items The Duke Energy Registrants document hedging activity

by transaction
type and risk management strategy

See Note 15 for further information

Captive Insurance Reserves

Duke Energy has captive insurance subsidiaries that provide coverage

_____________
on an indemnity basis to the Subsidiary Registrants as well as certain third

December parties on limited basis for various business risks and losses such as

property business interruption workers compensation and general liability
2012 2011

Liabilities include provisions for estimated losses incurred but not yet reported

IBNR as well as provisions for known claims which have been estimated on

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 with third parties which provides reimbursement for certain losses

above
per occurrence and/or aggregate retention Duke Energy recognizes

reinsurance receivable for recovery of incurred losses under its captives

reinsurance coverage once realization of the receivable is deemed probable

$90 $89

132 115

Allowance for Doubtful Accounts VIEs

Duke Energy $44 $40 $34

Duke Energy Carolinas

Accounting for Risk Management Hedging Activities and Financial

Instruments

The Duke Energy Registrants may use number of different derivative

and non-derivative instruments in connection with their commodity price

interest rate and foreign currency risk management activities including swaps

futures forwards and options All derivative instruments except those that

qualify for the normal purchase/normal sale NPNS exception within the

accounting guidance for derivatives are recorded on the Consolidated Balance

Sheets at their fair value The effective portion of the change in the fair value of

derivative instruments designated as cash flow hedges is recorded in AOCI The

effective portion of the change in the lair value of fair value hedge is offset in

net income by changes in the hedged item The Duke Energy Registrants may

designate qualifying derivative instruments as either cash flow hedges or fair

value hedges white others either have not been designated as hedges or do not

qualify as hedge hereinafter referred to as undesignated contracts

For all contracts accounted for as hedge the Duke Energy Registrants

prepare formal documentation of the hedge in accordance with the accounting

guidance for derivatives In addition at inception and at least every three

months thereafter the Duke Energy Registrants formally assess whether the

hedge contract is highly effective in offsetting changes in cash flows or fair

Loss Contingencies and Environmental Liabilities

The Duke Energy Registrants are involved in certain legal and

environmental matters that arise in the normal course of business Contingent

losses are recorded when it is determined that it is probable that loss has

occurred and the amount of the loss can be reasonably estimated When range

of the probable loss exists and no amount within the range is better estimate

than any other amount the Duke Energy Registrants record loss contingency

at the minimum amount in the range Unless otherwise required by GAA 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 The Duke Energy Registrants expense

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 for further information

derecognition criteria and therefore Duke Energy Ohio and Duke Energy Indiana

account for the transfers of receivables to Cinergy Receivables as sales

Accordingly the receivables soU are not reflected on the Consolidatad Balance

Sheets of Duke Energy Ohio and Duke Energy Indiana See Note 18 for further

information Receivables for unbilled revenues related to retail and wholesale

accounts receivable at Duke Energy Ohio and Duke Energy Indiana included in

the sales of accounts receivable to CRC were as shown in the table below

The Duke Energy Registrants allowances for doubtful accounts are

included in the following table

December 31

2012 2011 2010

$34 $35
Unamortized Debt Premium Discount and Expense

Premiums discounts and expenses incurred with the issuance of

16 27 35
outstanding long-term debt are amortized aver the terms of the debt issues Any

10
call premiums or unamortized expenses associated with refinancing higher-cost

18 25
debt obligations used to finance regulated assets and operations are amortized

16 18
consistent with regulatory treatment of those items where appropriate The

amortization expense is recorded as component of Interest Expense in the

Consolidated Statements of Operations and is reflected as Depreciation

amortization and accretion within Net cash provided by operatingactivities on

the Consolidated Statements of Cash Flows
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Pension and Other Post-Retirement Benefit Plans

Duke Energy maintains qualified non-qualified
and other

post-retirement

benefit plans Eligible employees of the Subsidiary Registrants participate in the

respective Duke Energy or Progress Energy qualified non-qualified and other

post-retirement benefit plans and are allocated their proportionate share of

benefit costs

See Note 23 for information related to Duke Energys 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 terminated employee worked prior to termination the greater the

amount of severance benefits The Duke Energy Registrants record 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 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 significant

retention period If significant
retention period exists the cost of the special

termination benefits are recorded ratably over the remainingservice 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

See Note 21 for further information

Guarantees

Upon issuance or modification of guarantee the Duke Energy

Registrants recognize 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 probability-weighted approach The

Duke Energy Registrants reduce the obligation over the term of the guarantee

or related contract in systematic and rational method as risk is reduced

under the obligation Any additional contingent loss for guarantee contracts

subsequent to the initial recognition of liability
in accordance with applicable

accounting guidance is accounted for and recognized at the time loss is

probable and the amount of the loss can be reasonably estimated

The Duke Energy Registrants have 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 Potential exposure under these indemnification agreements can range

from specified to an unlimited dollar amount depending on the nature of the

claim and the particular transaction

See Note for further information

Other Current and Non-Current Assets and Liabilities

Other within Current Assets includes current regulatory assets which

are disclosed in Note and the current portion of deferred tax assets which

are disclosed in Note 24 Additionally the following are included in Other within

Current Assets or Current Liabilities in the Consolidated Balance Sheets of

the Duke Energy Registrants at December 31 2012 and 2011 The amounts

presented exceeded 5% of Current assets or 5% of Current liabilities unless

otherwise noted

December 31

in millions Location 2012 2011

Duke Energy

Accrued compensation Current Liabilities $725 $407

Duke Energy Carolinas

Accrued compensation Current liabilities $203 $163

Collateral hiabilities Current Liabilities 105 94

Progress Energy

Customer
deposits

Current Liabilities $342 $340

Accrued compensationru Current Liabilities 304 155

Derivative liabilities Current Liabilities 221 382

Progress Energy Carolinas

Customer deposits Current Liabilities $120 $116

Accrued compensation Current Liabilities 160 82

Derivative liabilities Current Liabilities 94 123

Progress Energy Florida

Customer deposits Current Liabilities $222 $224

Accrued Øoræpensation1 Current Liabilities 95 49

Derivative liabilities Current Liabilities 127 220

Duke Energy Ohio

Collateral assets Current Assets 99 31

Duke Energy Indiana

Derivative hiabilities Current Liabilities 63

Does not exceed 5% of Total current assets or Total current liabilities at December 31 2011

Does not exceed 5% of Total current assets or Total current liabilities at December 31 2012
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Net Income Amounts Attributable to Controlling Interests

The
following tables present the net income amounts attributable to

controlling interests for the Duke Energy Registrants with noncontrolling

interests dunng the years ended December31 2012 2011 and 2010

Year Ended December 31 2012

in millions Duke
Energy Progress Energy

Net Income Amounts Attributable to Controlling

Interests

Income from
continuing operations ne of tax $1732 $348

Discontinued operations net of tax 36 52

Net income attributable to
controlling interests $1768 $400

Year Ended December 31 2011

in millions
Duke

Energy Progress Energy

Net Income Amounts Attributable to Controlling

Interests

Income from
continuing operations net of tax 1705 $580

Discontinued operations net of tax

Net income attributable tn cont rolling interests $1706 $575

Year Ended December 31 2010

in millions Duke Energy Progress Energy

Net Income Amounts Attributable to Controlling

Interests

Income from
continuing operations net ftau $1317 $860

Discontinued operations net of tax

Net income attributable to
controlling interests $1320 $856

Stock-Based Compensation

Stock-based compensation represents the cost related to stock-

based awards granted to employees Duke Energy recognizes stock-based

compensation based upon the estimated fair value of the awards net of

estimated forfeitures The
recognition period for these costs begin at either the

applicable service
inception date or grant date and continues throughout the

requisite service period or for certain share-based awards until the employee

becomes retirement eligible if earlier Share-based awards including stock

options but not performance shares granted to employees that are already

retirement
eligible are deemed to have vested immediately upon issuance and

therefore compensation cost for those awards is recognized on the date such

awards are granted

See Note 22 for further information

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 ircluding sulfur dioxide SO2 and nitrogen

oxide NO Allowances may also be bought and sold via third-party transactions

Allowances allocated to or acquired by tie Duke Energy Registrants are held

primarily for consumption Emission allowances at cost are included in Intangibles

net on the Consolidated Balance Sheets and the Duke
Energy Registrants

recognize expense as the allowances are consumed or sold Gains or losses

on sales of emission allowances
by regulated businesses that do not provide

for direct
recovery through cost-tracking mechanism and

by nonregulated

businesses are presented in Gains on Sales of Other Assets and Othe net in the

Consolidated Statements of Operations For regulated businesses that provide for

direct
recoveiy

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 regulatory asset or liability Future rates charged to retail

customers are impacted by any gain or loss on sales of recoverable emission

allowances Purchases and sales of emission allowances are presented gross as

investing activities on the Consolidated Statements of Cash Flows See Note 12

for discussion
regarding the impairment of the

carrying value of certain emission

allowances in 2011

Income Taxes

Duke Energy and its subsidiaries file 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

reduction of income tax expense over the estimated useful lives of the related

properties

The Subsidiary Registrants entered into 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 or benefits The accounting for income taxes
essentially

represents the income taxes that the
Subsidiary Registrants would incur if the

Subsidiary Registrants were separate company filing its own federal tax return

as C-Corporation The Duke Energy Registrants record unrecognized tax benefits

for
positions taken or expected to be taken on tax returns including the decision

to exclude certain income or transactions from return when
more-likely-than-

not threshold is met for 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 taxing

authority having full knowledge of all relevant information The Duke Energy

Registrants record the largest amount of the unrecognized tax benefit that is

greater than 50% likely of
being realized upon settlement or effective settlement

Management considers tax position effectively settled for the purpose of

recognizing previously unrecognized tax benefits when the following conditions

exist 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 the Duke Energy Registrants do

not intend to appeal or litigate any aspect of the tax position included in the

completed examination and iii it is remote that the taxing authority would

examine or reexamine any aspect of the tax position Deferred taxes are not

provided on translation gains and losses where Duke Energy expects earnings of

foreign operation to be
indefinitely reinvested

The Duke Energy Registrants record tax-related interest expense in

Interest Expense and interest income and penalties in Other Income and

Expenses net in the Consolidated Statements of Operations

See Note 24 for further information

Accounting for Renewable Energy Tax Credits and Grants

In 2009 The American Recovery and Reinvestment Act of 2009

the Stimulus Bill was signed into law which provides tax incentives in the
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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 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 cash grant which

allows entities to elect to receive 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 In 2010 the Tax Relief Unemployment Insurance

Reauthorization and Job Creation Act of 2010 the 2010 Tax Relief Act extended

the cash grant program for renewable energy property for one additional year

through 2011 In 2011 the Budget Control Act of 2011 BCA was passed which

provided for an automatic reduction in defense and non-defense spending

beginning January 12013 which could reduce future cash grant payments

since such grants are likely
to be treated as non-defense discretionary spending

subiect to reduction under the sequester In 2012 the American Taxpayer

Relief Act of 2012 the ATRA extended the ITC energy credit and production

tax credits available for wind facilities one year through 2013 and changed

the timing for determining property eligible for the ITC from property placed

in service before the credit deadline to property under construction by the

applicable
deadline for the credit The ATRA delayed the start of the automatic

reductions/sequester under the BCA from January ito March 2013 When

Duke Energy elects either the ITC or cash grant on Commercial Powers wind

or solar 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 through

reduced depreciation expense 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 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 the Duke Energy Registrants from their customers These taxes which are

required to be paid regardless of the Duke Energy Registrants ability to collect

from the customer are accounted for on gross basis When the Duke Energy

Registrants
act as an agent and the tax is not required

to be remitted if it is

not collected from the customer the taxes are accounted for on net basis

The Duke Energy Registrants
excise taxes accounted for on gross basis and

recorded as operating revenues in the Consolidated Statements of Operations

were as follows

For the Years Ended December 31

2012 2011 2010

$466 $293 $300

161 153 156

311 315 345

113 110 119

205 205 226

102 109 115

33 31 29

Foreign Currency Translation

The local currencies of Duke Energys 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 Dolla 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 in effect at period

end Translation adjustments resulting from fluctuations in exchange rates are

included as separate component of AOCI Revenue and expense accounts of these

operations are translated at average exchange rates prevailing duæng 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 penod in

which they occur

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 due to conditions established by regulators
at the time of the Duke

Energy/Cinergy merger in April 2006 and the Duke Energy/Progress Energy

merger in 2012 certain wholly owned subsidiaries including Duke Energy

Carolinas Progress Energy Carolinas Duke Energy Ohio and Duke Energy

Indiana have restrictions on paying dividends or otherwise advancingfunds

to Duke Energy At December 31 2012 and 2011 an insignificant
amount of

Duke Energys consolidated Retained earnings
balance represents undistributed

earnings
of

equity
method investments

New Accounting Standards

The following new accounting standards were adopted by the Duke Energy

Registrants during the year ended December 31 2012 and the impact of such

adoption if applicable has been presented in the accompanying Consolidated

Financial Statements

FinancialAccounting Standards Board FASB Accounting

Standards Codification ASC 220 Comprehensive Income In

June 2011 the FASB amended the existing requirements for presenting

comprehensive income in financial statements primarily to increase the

prominence of items reported
in other comprehensive income OCI and to

facilitate the convergence of U.S GAAP and International Financial Reporting

Standards IFRS Specifically the revised guidance eliminates the option

previously provided to present components of OCI as part of the statement

of changes in stockholders equity Accordingly all non-owner changes in

stockholders equity are required
to be presented either in single continuous

statement of comprehensive income or in two separate but consecutive

financial statements For the Duke Energy Registrants this revised guidance

was effective on retrospective
basis for interim and annual periods beginning

January 2012 The adoption of this standard changed the presentation
of the

Duke Energy Registrants
financial statements but did not affect the calculation

of net income comprehensive income or earnings per
share

ASC 820 Fair Value Measurements and Disclosures In May 2011

the FASB amended existing requirements for measuring fair value and for

disclosing
information about fair value measurements This revised guidance

results in consistent definition of fair value as well as common requirements

for measurement and disclosure affair value information between U.S GAAP

and IFRS In addition the amendments set forth enhanced disclosure

requirements with respect to recurring
Level measurements nonfinancial

in millions

Duke Energy

Duke Energy Carolinas

Progress Energy

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio

Duke Energy Indiana
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assets measured or disclosed at fair value transfers between levels in the fair

value hierarchy and assets and liabilities disclosed but not recorded at fair

value For the Duke Energy Registrants the revised fair value measurement

guidance was effective on prospective basis for interim and annual
periods

beginning January 2012 The adoption of this new guidance did not have

significant impact on the Duke Energy Registrants disclOsures or their

consolidated results of operations cash flows or financial position

The following new accounting standards were adopted by Duke Energy

during the year ended December31 2011 and the impact of such adoption

if applicable has been presented in the
accompanying Consolidated Financial

Statements

ASC 605 Revenue Recpnition In October 2009 the FASB

issued new revenue recognition acccunting guidance in response to practice

concerns related to the accounting fur revenue arrangements with multiple

deliverables This new accounting guidance primarily applies to all contractual

arrangements in which vendor will perform multiple revenue genrating

activities and addresses the unit of accounting for arrangements involving

multiple deliverables as well as how arrangement consideration should be

allocated to the separate units of accounting For the Duke Energy Registrants

the new accounting guidance was eflective January 2011 and applied on

prospective basis This new accounting guidance did not have material impact

to the consolidated results of operations cash flows or financial position of the

Duke Energy Registrants

ASC 805 Business Combinations In November 2010 the FASB

issued new accounting guidance in response to diversity in the interpretation

of pro forma information disclosure requirements for business combinations

The new accounting guidance requires an entity to present pro
forma financial

information as if business combination occurred at the beginning of the

earliest period presented as well as additional discIosure
describing the

nature and amount ofniaterial nonrecurring pro forma adjustments This new

accounting guidance was effective January 2011 and has been applied to all

business combinations consummated after that date

ASC 820 Fair Value Measurements and Disclosures In

January 2010 the FASB amended existing fair value measurements and

disclosures accounting guidance to clarity certain
existing disclosure

requirements and to require number of additional disclosures including

amounts and reasons for significant transfers between the three levels of the

fair value hierarchy and
presentation of certain information in the reconciliation

of
recurring Level measurements or gross basis For the Duke Energy

Registrants certain portions of this revised accounting guidance were effective

on January 2010 with additional disclostjres effective for periods beginning

January 12011 The adoption of this accounting guidance resulted in additional

disclosure in the notes to the consolidated financial statements but did not have

an impact on the Duke Energy Registrants consolidated results of operations

cash flows or financial position

ASC 350IntangiblesGoodwill and Othet In September 2011 the

FASB amended existing goodwill impairment testing accounting guidance to

provide an entity testing goodwdl for impairment with the option of performing

qualitative assessment prior to calculating the fair value of reporting unit

in step one of goodwill impairment test Under this revised guidance

qualitative assessment would require an evaluation of economic industry and

company-specific considerations If an entity determines on basis of such

quaktative factors that the fair value of
reporting unit is more likely than not

less than the
carrying value of reporting unit the two-step impairment test as

required under pre-existing applicable accounting guidance would be required

Otherwise no further impairment testing would be required The revised

goodwill impairment testing accounting guidance is effective for the Duke Energy

Registrants annual and interim goodwill impairment tests performed for fiscal

years beginning January 2012 with
early adoption of this revised guidance

permitted for annual and interim goodwill impairment tests performed as of

date before September 15 2011 Since annual goodwill impairment tests are

performed by Duke Energy as of August 31 the Duke Energy Registrants early

adopted this revised accounting guidance during the third quarter of 2011 and

applied that guidance to their annual
goodwill impairment tests for 2011

The following new accounting standards were adopted by Duke Energy

during the year ended December 31 2010 and ttieimpact of such adoption

if applicable has been presented in the accompanying Consolidated Financial

Statements

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 requireadditionat information about transfers

of financial assets including securitization transactions as we as additional

information about an enterprises continuing exposure to the risks related

to transferred financial assets This revised accounting guidalice eliminated

the concept of
Qualifying Special Purpose Entity QSPE and required those

entities which were not subject to consokdation under previous accounting rules

to now be assessed for consolidation In addition this adcounting guidance

clarified and amended the derecognition criteria for transfers of financial assets

including transfers of
portions of finicial asseth and required additional

disclosures about transferors
continuing involvement in transferred financial

assets For Duke Energy this revised accounting ikJance was effective

prospectively for transfers of financial assets occurring on or after January

2010 and early adoption of this statement was prohibited Since 2002 Duke

Energy Ohio Duke Energy Indiana and Duke Energy Kentucky have sold on

revolving basis nearly all of their accounts receivable and related collections

through CRC bankruptcy-remote QSPE The securitization transaction was

structured to meet the criteria for sale accounting treatment and accordingly

Duke Energy did not consolidate CRC and the transfers were accountedfor

as sales Effectivewith
adoption of this revised accounting guidance and

ASC 810-Consolidation as discussed below the accounting treatment and

or financial statement
presentation of Duke Energys accounts receivable

securitization programs was impacted as Duke Energy began consolidating CRC

effective January 2010 Duke Energy Ohios and Duke Energy Indianas sales

of accounts receivable and related financial etatement presentation were not

impacted by the adoption of ASC 860

ASC 810 Consolidations In June 2009 the FASB amended

existing consolidation accounting guidance to eliminate the exemption from

consolidation for QSPEs and clarified but did
notsignifiantly change the

criteria for deterthining whether an entity meets the definition of VIE This

revised accounting guidance also required an enterprise to qualitatively assess

the determination of the primary beneficiary of VIE based on whether that

enterprise has both the power to direct the activities that most
significantly

impact the economic performance of VIE and the obligation to absorb losses

or the right to receive benefits of VIE that could potentially be significant to

VIE In addition this revised accounting guidance modified existing accounting

guidance to require an ongoing evaluation of VIEs primary beneficiary and

amended the types of events that trigger reassessment of whether an entity

is VIE Furthermore this accounting guidance required enterprises to provide

additional disclosures about their involvement with VIEs and any significant

changes in their risk exposure due to that involvement

For the Duke Energy Registrants this accounting guidance was effective

beginning on January 2010 and is applicable to all entities in which Duke
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Energy is involved including
entities previously subject to existing accounting

guidance for VIEs as well as any OSPEs that existed as of the effective date

Effective with adoption of this revised accounting guidance the accounting

treatment and/or financial statement presentation of Duke Energys accounts

receivable securitizatron programs were impacted as Duke Energy began

consolidating CRC effective January 12010 Duke Energy Ohios and Duke

Energy Indianas sales of accounts receivable and related financial statement

presentation
were not impacted by the adoption

of ASC 810 This revised

accounting guidance did not have significant impact on any of the Duke Energy

Registrants other interests in VIEs

ASC 820 Fair Value Measurements and Disclosures In

January 2010 the FASB amended existing fair value measurements and

disclosures accounting guidance to clarify
certain existing disclosure

requirements and to require number of additional disclosures including

amounts and reasons for significant transfers between the three levels of the

fair value hierarchy and presentation
of certain information in the reconciliation

of recurring Level measurements on gross
basis For the Duke Energy

Registrants certain portions of this revised accounting guidance were effective

on January 2010 with additional disclosures effective for periods beginning

January 2011 The initial adoption of this accounting guidance resulted in

additional disclosure in the notes to the consolidated financial statements but

did not have an impact on the Duke Energy Registrants consolidated results of

operations cash flows or financial position

The following new Accounting Standards Updates ASU have been issued

but have not yet been adopted by Duke Energy as of December 31 2012

ASC 210 Balance Sheet In December 2011 the FASB issued

revised accounting guidance to amend the existing disclosure requirements for

offsetting
financial assets and liabilities to enhance current disclosures as well

as to improve comparability
of balance sheets prepared under U.S GAAP and

IFRS The revised disclosure guidance affects all companies that have financial

instruments and derivative instruments that are either offset in the balance

sheet i.e presented on net basis or subject to an enforceable master netting

arrangement and/or similar agreement The revised guidance requires that

certain enhanced quantitative
and qualitative disclosures be made with respect

to companys netting arrangements and/or rights of setoff associated with

its financial instruments and/or derivative instruments including associated

collateral For the Duke Energy Registrants the revised disclosur guidance

is effective on retrospective basis for interim and annual periods beginning

January 2013 Other than additional disclosures this revised guidance does

not impact the Duke Energy Registrants consolidated results of operations cash

flows or financial position

ASC 220 Comprehensive Income In February 2013 the FASB

amended the existing requirements for presenting comprehensive income in

financial statements to improve the reporting of reclassifications out of AOCI

The amendments in this Update seek to attain that objective by requiring

an entity to report the effect of significant
reclassifications out of AOCI on

the respective line items in net income if the amount being reclassified is

required under U.S GAAP to be reclassified in its entirety
to net income For

other amounts that are not required under U.S GMP to be reclassified in

their entirety to net income in the same reporting period an entity is required

to cross-reference other disclosures required under U.S GAAP that provide

additional detail about those amounts This would be the case when portion

of the amount reclassified out of AOCI is reclassified to balance sheet

account for example inventory instead of directly to income or expense

in the same reporting period For the Duke Energy Registrants this revised

guidance is effective on prospective basis for interim and annual periods

beginning January 2013 Other than additional disclosures or change in the

presentation on the statement of comprehensive income this revised guidance

does not impact the Duke Energy Registrants consolidated results of operations

cash flows ofinancial position

ACQUISITIONS DISPOSITIONS AND SALES

OF OTHER ASSETS
____________

Acquisitions

The Duke Energy Registrants consolidate assets and liabilities from

acquisitions as of the purchase date and include earnings
from acquisitions in

consolidated earnings
after the purchase date

Merger with Progress Energy

Description of Transaction

On July 2012 Duke Energy completed the merger contemplated by the

Agreement and Plan of Merger Merger Agreement among Diamond Acquisition

Corporation North Carolina corporation and Duke Energys wholly owned

subsidiary Merger Sub and Progress Energy North Carolina corporation

engaged in the regulated utility business of generation transmission and

distribution and sale of electricity
in portions of North Carolina South Carolina

and Florida As result of the merger Merger Sub was merged into Progress

Energy and Progress Energy became wholly owned subsidiary of Duke Energy

The merger between Duke Energy and Progress Energy provides increased

scale and diversity with potentially
enhanced access to capital over the long

term and greater ability to undertake the significant
construction programs

necessary to respond to increasing
environmental regulation plant retirements

and customer demand growth Duke Energys business risk profile
is expected

to improve over time due to the increased proportion
of the business that is

regulated Additionally cost savings efficiencies and other benefits are expected

from the combined operations

Progress Energis shareholders received 0.87083 shares of Duke Energy

common stock in exchange for each share of Progress Energy common stock

outstanding as of July 2012 Generally all outstanding Progress Energy

equity-based compensation awards were converted into Duke Energy equity-

based compensation awards using the same ratio The merger was structured

as a.tax-free exchange of shares

Refer to Note for information regarding Progress Energy merger

shareholder litigation

Merger Related Regulatory Matters

Federal Energy Regulatory Commission On June 2012 the FERC

conditionally approved the merger including Duke Energy and Progress Energys

revised market power mitigation plan the Joint Dispatch Agreement JDA and

the joint Open Access Transmission Tariff OAU The revised market power

mitigation plan provides
for the acceleration of one transmission project and the

construction of seven other transmission projects Long-term FERC Mitigation

and interim firm power sale agreements during the construction of the

transmission projects Interim FERC Mitigation The Long-term FERC Mitigation

will increase power imported into the Duke Energy Carolinas and Progress

Energy Carolinas service areas and enhance competitive power supply options

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued
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in the service areas The construction of these projects will occur over the next

two to three years In conjunction with the Interim FERC Mitigation Duke Energy

Carolinas and Progress Energy Carolinas entered into power sale agreements

with various counterparties that were effective with the consummation of the

merger These agreements or similzr power sale agreements will be in place

until the Long-term FERC
Mitigation is operational Under the agreements Duke

Energy will deliver around-the-clock power during the winter and summer in

quantities that
vary by season and by peak period

The FERC order requires an independent party to monitor whether the

power sale agreements remain in effect during construction of the transmission

projects and provide quarterly reports to the FERC
regarding the status of

construction of the transmission
proiects

On June 25 2012 Duke Energy and Progress Energy accepted the

conditions imposed by the FERC

On July 10 2012 certain intervenors requested rehearing seeking to

overturn the June 2012 order
by tire FERC On August 2012 FERC granted

rehearing for further consideration

North Carolina Utilities Commission and Public Service

Commission of South Carolina In September 2011 Duke Energy and

Progress Energy reached settlements with the Public Staff of the North Carolina

Utilities Commission NC Public Staf and the South Carolina Office of

Regulatory Staff ORS and certain olher interested
parties in connection with

the regulatory proceedings related to the merge the iDA and the OATT that were

pending before the NCUC and PSCSC These settlements were updated in May
2012 to reflect the results of ongoing merger related

applications pending before

the FERC

On June 29 2012 the NCUC approved the merger application and the iDA

application On July 2012 the PSCSC approved the iDA application subject

to Duke Energy Carolinas and Progress Energy Carolinas providing their South

Carolina retail customers pro rata benefits equivalent to those approved by the

NCUC in its merger approval order

On July 2012 the NCUC issued an order initiating investigation and

scheduling hearings on the Duke Ene-gy Board of Directors decision on July

2012 to
replace William Johnson with James Rogers as President and

CEO of Duke Energy subsequent to the merger close as well as other related

matters On November 29 2012 settlement agreement was reached and

was subsequently approved by the NCUC on December 2012 See Note

for further information

As part of these settlements approval of the merger by the NCUC and

PSCSC and resolution of the subsequent investigation by the NCUC Duke

Energy Carolinas and Progress Energy Carolinas agreed to the conditions and

obligations listed below

Guarantee of $687 million in system fuel and fuel-related savings

over 60 to 78 months for North Carolina and South Carolina retail

and wholesale customers The savings are expected to be achieved

through coal blending coal commodity and
transportation savings gas

transportation savings and the joint dispatch of Duke Energy Carolinas

and Progress Energy Carolinas generation fleets

Duke Energy Carolinas and Progress Energy Carolinas will not seek

recovery from retail customers for the cost of the Long-term FERC

Mitigation for five
years following merger consummation After five

years Duke Energy Carolinas and
Progress Energy Carolinas may seek

to recover the costs of the Long-term FERC Mitigation but must show

that the projects are needed to provide adequate and reliable retail

service regardless of the merger

$65 million rate reduction over the term of the Interim FERC

Mitigation to reflect the cost of
capacity not available to Duke Energy

Carolinas and Progress Energy Carolinas wholesale and retail

customers during the Interim FERC Mitigation The rate reduction will

be achieved through retail decrement riders apportioned between Duke

Energy Carolinas and Progress Energy Carolinas retail customers

Duke Energy Carolinas and Progress Energy Carolinas will not seek

recovery from retail customers for any revenue shortfalls or fuel-related

costs associated with the Interim FERC Mitigation The Interim FERC

Mitigation agreements were in loss position for Duke Energy as of the

date of the merger consummation

Duke Energy Carolinas and Progress Energy Carolinas will not seek

recovery from retail customers for any revenue shortfalls or fuel-related

costs associated with the Interim FERC
Mitigation

Duke Energy Carolinas and
Progress Energy Carolinas will not seek

recovery
from retail customers for any of their allocable share of merger

related severance costs

Duke Energy Carolinas and Progress Energy Carolinas will
provide

community support and charitable contributions for four years

worhforce development low income energy assistance and funding for

green energy at total cost of approximately $105 million which cannot

be recovered from retail customers

Duke Energy Carolinas and Progress Energy Carolinas will abide
by

revised North Carolina
Regulatory Conditions and Code of Conduct

governing their operations

Duke Energy will make certain management personnel changes and

create special committee of the Board of Directors to oversee the

recommendation of successor to James Rogers President and CEO

and the search for two new members of the Board of Directors see

Note for further information

Ientucky Public Service Commission On June 24 2011 Duke

Energy and Progress Energy filed settlement agreement with the Kentucky

Attorney General On August 22011 the KPSC issued an order conditionally

approving the merger and required Duke Energy and Progress Energy to accept

all conditions contained in the order Duke Energy and Progress Energy requested

and were granted rehearing on the limited issue of the wording of one condition

relating to the composition of Duke Energys post-merger Board of Directors On

October 28 2011 the KPSC issued its order approving settlement with the

Kentucky Attorney General on the revised condition relating to the composition

of the post-merger Duke Energy board Duke Energy and Progress Energy filed

their acceptance of the condition on November 2011 Duke Energy Kentucky

agreed to not file new gas or electric base rate applications for two
years

from the date of the KPSCs final order in the merger proceedings ii make

five annual shareholder contributions of $165000 to support low-income

weathenzation efforts and economic development within Duke Energy Kentuckys

service territory and iii not seek
recovery

from retail customers for any of their

allocable share of merger related costs

Accounting Charges Related to the Merger Consummation

The
following pre-tax consummation charges were recognized upon

closing of the merger and are included in the Duke Energy Registrants

Consolidated Statements of Operations and Comprehensive Income for the year

ended December 31 2012
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The FERC Mitigation charges reflect the
portion of transmission project

costs that were probable of disallowance the impairment of the carrying

value of the generation assets serving the Interim FERC Mitigation and the

mark-to-market loss recognized on the power sale agreements upon closing

of the merger The charges related to the transmission projects and the

impairment of the carrying value of generation assets were recorded within

Impairment charges in the Consolidated Statements of Operations for the year

ended December 31 2012 The mark-to-market loss on the interim power

sale agreements was recorded.in Regulated electric operating revenues in the

Consolidated Statements of Operations for the year ended December 31 2012

Subsequent changes in the fair value of the interim power sale agreements er
the life of the contracts and realized gains or losses on the interim contract

sales are also recorded within Regulated electric operating revenues The ability

to successfully defend future
recovery

of portion of the transmission projects

in rates and any future changes to estimated transmission project costs could

impact the amount that is not expected to be recovered

In conjunction with the merger in November 2011 Duke Energy and

Progress Energy each offered voluntary severance plan VSP to certain

eligible employees VSP and other severance costs incurred during the

year ended December 31 2012 were recorded
primarily within Operation

maintenance and other in the Consolidated Statements of Operations for the

year ended December 31 2012 See Note 21 for further information related to

employee severance expenses

Community support charitable contdbutions and other reflect the

unconditional obligation to provide funding at level comparable to historic practices

ovefth next four years and ii financial and legal advisory costs that were incurred

upon the closing of the merge retention and relocation costs paid to certain

employees These charges were recorded within Operation maintenance and other in

the Consolidated Statements of Operations for the
year ended December 31 2012

Purchase Price

Pursuant to the merge all
Progress Energy common shares were

exchanged at the fixed exchange ratio of 0.87083 common shares of Duke

Energy for each Progress Energy common share The total consideration

transferred in the merger was based on the closing price of Duke Energy

common shares on July 2012 and was calculated as follows

dollars in millions except per share amounts shares in thousands

Progress Energy common shares
outstanding at July 2012 296116

Exchange ratio 0.81083

Duke Energy common shares issued for Progress 251061

Energy common shares outstanding

Closing price
of Dnke Energy common shares on July 2012 69.84

Purchase price for common stock
18009

Fair value of
outstanding earned stock compensation awards 62

Total purchase price 18071

Progress Energys stock-based compensation awards including

performance shares and restricted stock were replaced with Duke Energy

awards upon consummation of the merger In accordance with accounting

guidance for business combinations portion of the fair value of these awards

is included in the purchase price as it

represents consideration transferred in

the merger

Purchase Price Allocation

The fair value of Progress Energys assets acquired and liabilities

assumed was determined based on significant estimates and assumptions

including level inputs which are judgmental in nature The estimates and

assumptions include the projected timing and amount of future cash flows

discount rates reflecting risk inherent in the future cash flows and future market

prices The fair value of Progress Energys assets acquired and liabilities

assumed utilized for the purchase price allocation are preliminary These

amounts are subject to revision until the valuations are completed and to the

extent that additional information is obtained about the facts and circumstances

that existed as of the acquisition date including but not limited to the resolution

of matters pertaining to the retirement of CR3 as well as certain other tax and

contingency related items

The significant assets and liabilities for which
preliminary valuation

amounts are reflected as of the
filing of this Form 10-K include the fair value

of the acquired long-term debt asset retirement obligations capital leases

and pension and other
post-retirement benefit OPEB plans Additionally

the February 2013 announcement of the decision to retire Progress Energy

Floridas Crystal River Unit reflects additional information related to the

facts and circumstances that existed as of the acquisition date See Note for

additional information related to Crystal River Unit As such the Progress

Energy assets acquired and liabilities assumed are presented as if the

retirement of Crystal River Unit occurred on the acquisition date The fair

value of the outstanding stock compensation awards is included in the purchase

price as consideration transferred

The
majority of Progress Energys operations are subject to the rate-

setting authority of the FERC the NCUC the PSCSC and the FPSC and are

accounted for pursuant to U.S GAAI including the accounting guidance for

regulated operations The rate-setting and cost
recovery provisions currently in

place for Progress Energys regulated operations provide revenues derived from

costs including return on investment of assets and liabilities included in rate

base Except for long-term debt asset retirement obligations capital leases

pension and OPEB plans and the wholesale
portion of Progress Energy Floridas

Crystal River Unit the fair values of Progress Energys tangible and intangible

assets and liabilities subject to these
rate-setting provisions approximate their

carrying values and the assets and liabilities
acquired and pro forma financial

information do not reflect any net adjustments related to these amounts

The difference between fair value and the pm-merger carrying amounts for

Progress Energys long-term debt asset retirement obligations capital leases

and pension and OPEB plans for the regulated operations were recorded as

Regulatory assets

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC
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Duke
Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy
in millions

Energy Carolinas Energy Carolinas Florida Ohio Indiana

FERC Mitigation $111 46 71 71

Severance costs 196 63 82 55 21 21 18

Community support charitable contributions and other 169 79 14 63 11

Total

$482 $188 $221 $189 $38 $28 $24

121



PART II

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

The excess of the purchase price over the estimated fair values of the

assets acquired and liabilities assumed was recognized as goodwill
at the

acquisition date The goodwill reflects the value paid primarilyfor the long-term

potential for enhanced access to capital as result of the companys increased

scale and diversity opportunities
for synergies and an improved risk profile

The goodwill resulting from Duke Energys merger with Progress Energy was

preliminarily
allocated entirely to the IISFEG segment but is subject to

change as additional information is obtained None of the goodwill recognized is

deductible for income tax purposes and as such no deferred taxes have been

recorded related to goodwill

The preliminary purchase price allocation of the merger is presented in the

following table

in millions

Current assets
3204

Property plant
and equipment

23219

Goodwill
12461

Other long-term assets excluding goodwil
9994

Total assets
48944

Current liabilities including current maturities of long-term debt 3581

Long-term liabilities preferred stock and noncontrolling interests 10546

Long-term_debt

16146

Total liabilities and preferred stock 30813

Total purchase price
$18011

The preliminary purchase price allocatian in the table above reflects

refinements made to the fair values of the assets acquired and liabilities

assumed since the acquisition date and also reflects the retirement of Progress

Energy Floridas Crystal
River Unit as if it occurred on the acquisition

date

These resulted in an increase to the lair value of Other long-term assets

excluding goodwill of $1845 million an increase in Current liabilities of

$14 million and an increase in Long-term liabilities preferred stock and

noncontrolling interests of $232 million The fair value of Current assets

decreased by $54 million and Property plant
and equipment decreased by

$1670 million These changes to the assets acquired and liabilities assumed

resulted in an increase to goodwill of $125 million and had an immaterial

impact on the amortization of the purchase accounting adjustments recorded

during 2012

Pro Forma Financial In formation

The following unaudited pro forma financial information reflects the

consolidated results of operations
of Duke Energy and reflects the amortization

of purchase price adjustments assuming the merger had taken place on

January 2011 The unaudited pro forma financial information has been

presented for illustrative purposes only and is not necessarily
indicative of

the consolidated results of operations that would have been achieved or the

future tonsolidated results of operations of Duke Energy This information is

preliminary in nature and subject to change based on final purchase price

adjustments

Non-recurring merger consummation integration and other costs incurred

by Duke Energy and Progress Energy during the period
have been excluded

from the pro
forma earnings presented below After-tax non-recurring merger

consummation integration
and other costs incurred by both Duke Energy

and Progress Energy were $413 miLion and $85 million for the years
ended

December 31 2012 and 2011 respectively The pro forma financial information

also excludes potential future cost savings or non-recurring charges related to

the merger

Year Ended December 31

in millions except per share amounts 2012 2011

Revenues $23916 $23445

Net Income Attributable to Duke Energy Corporation 2411 2397

Basic and Diluted Earnings Per Share 3.43 3.41

Chilean Operations

In December 2012 International Energy acquired Iberoamericana de

EnergIa Ibener S.A Ibener of Santiago Chile for cash consideration of

$415 million This acquisition
included the 140 MW Duqueco hydroelectric

generation complex consisting of two run-of-the-river plants located in southern

Chile vicinity The preliminary purchase accounting entries consisted primarily of

$383 million of property plant and equipment $30 million of mtangible assets

$57 million of deferred income tax liabilities and $59 million of goodwill The fair

value of the assets acquired and liabilities assumed utilized for the purchase

price allocation are preliminary and subject
to revision until the valuations are

completed and to the extent that additional information is obtained about the

facts and circumstances that existed as of the acquisition date In connection

with the acquisition $190 million six-month bridge loan and $200 million

revolving loan under credit agreement were executed with commercial

baqk Both loans are collateralized with cash deposits equal to 101% of the

loan amounts and therefore no net proceeds from the financings exist as

of December 31 2012 The $190 million bridge loan is classified in Current

maturities of long-term debt and the related cash collateral deposit is classified

as Current Assets on the Consolidated Balance Sheets as of December 31 2012

The $200 milIion fully cash-collateralized revolving loan is due on December 20

2013 and International Energy has the right to extend the term for additional

year terms not to exceed final maturity of 13 years from the date of the initial

funding The revolving loan is classified as Long-term Debt and the related cash

collateral deposits are classified as restricted cash.within Investments and Other

Assets on the Consolidated Balance Sheets as of December 31 2012

Dispositions

In December 2010 Duke Energy completed the previously
announced

agreement with investment funds managed by Alinda to sell 50% ownership

interest in DukeNet Communications tiC DukeNet As result of the

disposition transaction DukeNet and Alinda became equal
50% owners in the

new joint venture Duke Energy received $137 million in cash The DukeNet

disposition transaction resulted in pro-tax gain of $139 million which was

recorded in Gains on Sales of Other Assets and Other net in the Consolidated

Statements of Operations The pre-tax gain reflects the gain on the disposition

of Duke Energys 50% interest in DukeNet as well as the gain resulting from

the re-measurement to fair value of Duke Energys retained noncontrolling

interest Effective with the closing of the DukeNet disposition transaction on

December 20 2010 DukeNet is no longer consolidated into Duke Energys

consolidated financial statements and is now accounted for by Duke Energy as

an equity method investment

Vermillion Generating Station

On January 12 2012 after receiving approvals from the FERC and the

IURC on August 12 2011 and December 28 2011 respectively
Duke Energy

Vermilion II LLC Duke Energy Vermillion an indirect wholly owned subsidiary
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of Duke Energy Ohio completed the sale of its 75% undivided ownership

interest in the Vermillion Generating Station Vermillion to Duke Energy

Indiana and Wabash Valley Power Association WVPA Upon the closing of

the sale Duke Energy Indiana and WVPA held 62.5% and 31.5% interests in

Vermillion respectively Duke Energy Ohio received net proceeds of $82 million

consisting of $68 million and $14 million from Duke Energy Indiana and WVPA

respectively Following the transaction Duke Energy Indiana retired Gallagher

Units and effective February 2012

As Duke Energy Indiana is an affiliate of Duke Energy Vermillion the

transaction has been accounted for as transfer between entities under common

control with no gain or loss recorded and did not have significant impact to

Duke Energy Ohio or Duke Energy Indianas results of operations The proceeds

received from Duke Energy Indiana are included in Net proceeds from the sales

of other assets on Duke Energy Ohios Consolidated Statements of Cash Flows

The cash paid to Duke Energy Ohio is included in Capital expenditures on Duke

Energy Indianas Consolidated Statements of Cash Flows Duke Energy Ohio

and Duke Energy Indiana recognized non-cash equity transfers of $28 million

and $26 million respectively in their Consolidated Statements of Common

Stockholders Equity on the transaction representing the difference between cash

exchanged and the net book value of Vermillion These amounts are not reflected

in Duke Energys Consolidated Statements of Cash Flows or Consolidated

Statements of Equity as the transaction is eliminated in consolidation

proceeds from WVPA are included in Net proceeds from the sales of

other assets and sale of and collections on notes receivable on Duke Energy

and Duke Energy Ohios Consolidated Statements of Cash Flows In the second

quarter of 2011 Duke Energy Ohio recorded pre-tax impairment charge of

$9 million to adjust the carrying value of the proportionate share of Vermillion

to be sold to WVPA to the proceeds to be received from WVPA less costs to sell

The sale of the proportionate share of Vermillion to WVPA did not result in

significant additional gain or loss upon close of the transaction

Wind Projects Joint Venture

In April 2012 Duke Energy executed joint
venture agreement with

Sumitomo Corporation of America SCOA Under the terms of the agreement

Duke Energy and SCOA each own 50% interest in the joint venture

DS Cornerstone LLC which owns two wind generation projects
The facilities

began commercial operations
in June 2012 and August 2012 Duke Energy and

SCOA also negotiated $330 million Construction and 12-year amortizing

Term Loan Facility on behalf of the borrower wholly owned subsidiary of the

joint venture The loan agreement is non-recourse to Duke Energy Duke Energy

received proceeds of $319 million upon execution of the loan agreement This

amount represents reimbursement of significant portion of Duke Energys

construction costs incurred as of the date of the agreement See Note 18 for

further information

Sales of Other Assets

The following table summarizes net cash proceeds related to the sales of

Other assets not discussed above

Duke Energy Duke Energy Duke Energy

in millions Duke Energy Carolinas Ohio Indiana

Year Ended December 31

2012 $181 $1

2011 12

2010 160 13

Ouke Energy amount relates to proceeds from the disposition of non-core business assets within the

Commercial Rawer segment for which no material gain or loss was recognized

Discontinued Operations

Included in Income From Discontinued Operations net of tax on the

Consolidated Statements of Operations are amounts related to adjustments

for prior sales of diversified businesses These adjustments are generally due

to indemnifications provided
for certain legal tax and environmental matters

See Note for further discussion of indemnifications The ultimate resolution of

these matters could result in additional adjustments in future periods

For the year ended December 31 2012 Duke Energys and Progress

Energys Income From Discontinued Operations net of tax was primarily
related

to resolution of litigation associated with Progress Energys former synthetic

fuel operations and reversal of certain environmental indemnification liabilities

for which the indemnification period expired during 2012 See Note for more

information regarding these operations

BUSINESS SEGMENTS

Effective with the first quarter of 2012 management began evaluating

segment performance based on Segment Income Segment Income is defined as

income from continuing operations net of income attributable to nonôontrolling

interests Segment Income as discussed below includes intercompany revenues

and expenses that are eliminated in the Consolidated Financial Statements

In conjunction with managements use of the new reporting measure certain

governance costs that were previously unallocated have now been allocated to

each of the segments In addition direct interest expense and income taxes are

included in Segment Income Prior year segment profitability information has

been recast to conform to the current
year presentation None of these changes

impacts the reportable operating segments or the Duke Energy Registrants

previously reported consolidated revenues net income or earnings per share

Operating segments for each of the Duke Energy Registrants are

determined based on information used by the chief operating decision maker in

deciding how to allocate resources and evaluate the performance at each of the

Duke Energy Registrants

Products and services are sold between the affiliate companies and

between the reportable segments of Duke Energy at cost Segment assets as

presented in the tables that follow exclude all intercompany assets

Duke Energy

Duke Energy has the following reportable operating segments U.S Franchised

Electric and Gas USFEG Commercial Power and International Energy

USFEG generates transmits distributes and sells electricity in

North Carolina South Carolina west central Florida central north central

and southern Indiana and northern Kentucky USFEG also transmits and

distributes electricity in southwestern Ohio Additionally USFEG transports

and sells natural gas in southwestern Ohio and northern Kentucky It conducts

operations primarily through Duke Energy Carolinas Progress Energy Carolinas

Progress Energy Florida certain regulated portions of Duke Energy Ohio and

Duke Energy Indiana Segment information for USFEG for the year ended

December 31 2012 includes the results of the regulated operations of Progress

Energy from July 2012 forward

Commercial Power owns operates and manages power plants and

engages in the wholesale marketing and procurement of electric powe fuel

and emission allowances related to these plants as well as other contractual

positions Commercial Power also has retail sales subsidiary Duke Energy

Retail Sales LLC Duke Energy Retail which is certified by the PUCO as

Competitive Retail Electric Service provider in Ohio Through Duke Energy

123



PARTII

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/bla PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Generation Services Inc and its affiliates DEGS Commercial Power engages

in the development cnnstruction and operation of renewable energy projects In

addition DEGS develops commercial transmission projects

International Energy principally operates and manages power generation

facilities and engages in sales and marketing of electric power and natural

gas ootside the U.S conducts operations primarily through Duke Energy

International LLC and its affiliates and its activities principally target power

generation in Latin America Additionally International Energy owns 25%

interest in National Methanol Company located in Saudi Arabia which is
large

regional producer of methanol and methyl teiliary butyl ether

Business Segment Data

Interest enpense

Depreciation and amortizatinn

Equity in earnings of unconsolidated affiliates

Income tan eapense Ibenef it

Segment incomesd

Add back noncontrolling interest component

locome from discnntiooed operations net of tax

$16042

38

4220

98162

Theremainder of Duke Energys operations is presented as Other While

it is not considered an operating segment Other primarily includes unallocated

corporate costs which include costs not allocable to Duke Energys reportable

business segments primarily interest expense on corporate debt instruments

costs to achieve mergers and divestitures and costs associated with certain

corporate severance programs It also includes Bison Insurance Company

Limited Bison Duke Energys wholly owned captive insurance subsidiary

Duke Energys 50% interest in DukeNet and related telecommunications

businesses and Duke Energys 60% interest in Duke Energy Trading and

Marketing LLC

Year Ended December 31 2012

Total Reportable

Segments

$19611 13

96 41

5809 149

110560 3126

Year Ended December 31 2011

in millions

Unaffiliated revenues

Intersegment revenoes

Total revenues

Interest eopense

Depreciation and amortization

Equity in earnings of unconsolidated affiliates

Income tao
eopeose benefit

Segment ocome
Add back noncontrolliog interest component

Income from discontinued operations net ot tao

Net income

Capital investments eopenditores and acqoisitions

Segment assots

USFEG

$10586 $2480

33 11

$10619 $2491

568 87

1383 230

134

Total

$- $1529

92

92 14529

in millions

Uoaffiliated reveooes

lotersegment revenues

Commercial International

USFEG Power Energy

$2020 $1549

58

Total revenues $16080 $2018 $1549 19101 60 $143 19624

Other Eliminations

143

806

1821

942

1144

Total

$19624

63 11

228 99

14 134

149

81 439

946

2154

143

1083

2270

$296

135

318

538

1038

6992

$1242

2289

148

105

1132

14

36

1782

5958

110 113856

551

5406

Net income

Capital investments eopenditores and acquisitions

Segment assets

al On January 25 2012 avd January 27 2012 the 05kv cnergy carohnae South caeolina and North caeohva rate case aeftlement agreements werv appreved by the scsc and NC1JC respectiveiy Ameeg ether thiegn the eate

cane seftiementa inciuded an aenuai baae rate increase of $300 million in Nvrth carolina and $03 million annual base rote increase in south coeulina bath beginnieg in reheuary 2012 The impact at these eatea impacts

usrcc 5ee Nate tsr additissal rtsrmatinn

USFEG recorded after-las impairment aed ither chyrges at $402 million net at las at $226 million reiatod to the Edwaedapvrt ietegrated gaaiticatian combined cycle IIOCCI protect see Note tar additional intorma6en

USFEG also recorded the rvuersal ot eepevses at $60 milhor net at toast $30 million related to prior year Voluntary Opportunity Plan
in

accordance with nake Energy caraunaa 2011 rate case see Note 21 tar additiavai

latararatian

cl Othvr includes after-tao casts ta achivvd the merger with Pragresa Energy at $307 million not at tao at f230 million see Note for additional information

Commercial International Total Reportable

Pomer Energy Segments Other Eliminations

$1467 $14533

44 48

1467 $14577 44

702

1703

151

868

1/81

674

1181

3717

47977

157

103

116

16

4/

90

145

196

466

114

4539

492

6939

859

1806

160

752

1705

1714

4464

110 62526

Ia U5FEG recorded an after-tax impairmevt cliargo at $135 million aol xl lao of $07 million related to the Edwardsport 16cc proect 5ev Note tar additional iatormatian

16 cammercial Power recorded an after-tan impairment charge at $51 million set nt tan at $20 million to write-dawn the carrying ualen at certain emission allowances see Note 12 tar additianol information

Ic Other ircludva after tan casts to achieue the morger with Progress crergy at $51 milliar rot at lax at $17 milliar son Nate tar additional information

4323 141

59455 2961
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Year Ended December 31 2010

Commercial International Total Reportable

in millions
USFEG Power Energy Segments1

Unaffiliated revenues
$10563 $2440 $1204 $14207

Intersegment revenues
34

42

Total revenues
$10597 $2448 $1204 $14249

Interest expense
569 68 71 708 132 840

Depreciation
and amortization

1386 225 86 1697 89 1786

Equity in earnings
of unconsolidated affiliates

102 109 116

Income tax expense benefit
787 22 143 952 62 890

Segment incomeubu
1380 327 305 1358 41 1317

Add back noncontrolling interest component

Income from discontinued operations
net of tax

Net income

1323

Capital investments expenditures and acquisitions
3891 525 181 4597 258 4855

Segment assets
45210 6704 4310 56224 2845 21 59090

Commercial Power recorded an impairment charge of $602 mition which consisted of $500 mniflion goodwill impairment charge associated with the nonregulated Midwest generating operations and $102 million charge

nets tax of $58 million to write-down the calve ot certain nonreguluted Midwest geperatiog assets and emission allowances prinianly associated with these geoeration assets

hi Other includes expense ot $105 million net of tae ot $67 million related to the 2010 vol untary severance plon and the consolidation of certain corporate office functions from the Midwest to Charlotte North Carolina See Note

21 for additional information

ci Other recognized an $80 million gain net of tao of $53 million from the sale of 50% ownership interest in DuheNet See Note for additional information and $68 million gain net of too ot $41 million from the sale of an

equity method incontinent in 0-Comm Corporation IQ-Cxmml See Note 13 for addihonal information

$18018 $1546 $19624

19144 2461 81611

2011

Consolidated revenues $13062 $1467 $14529

Consolidated long-lived assets 45920 2612 48532

2010

Consolidated revenues
$13068 $1204 $14272

Consolidated long-lived
assets 42754 2733 45487

Change in amoonfn of long-lived assets in Latin Amenca inclades foreign csrrency translation

adustments on property plant and equipment and other bog-lived asset balances

Progress Energy

Effective with the consummation of the merger with Duke Energy on July

2012 Progress Energys reportable segments changed based on the financial

information the chief decision maker evaluates for the allocation of resources

and assessing performance Progress Energys sole reportable segment is now

Franchised Electric which is primarily engaged in the generation transmission

distribution and sale of electricity in portions
of North Carolina South Carolina

and Florida These electric operations
also distribute and sell electricity to other

utilities primarily on the east coast of the United States The remainder of

Progress Energys operations
is presented as Other While it is not considered

an operating segment Other primarily includes the Progress Energy holding

company and Progress Energy Service Company LLC and other miscellaneous

nonregulated businesses as well as costs to achieve the merger with Duke

Energy and certain governance costs allocated by its parent Duke Energy See

Note 14 for additional information Also effective with the consummation of the

merger management began evaluating segment performance based on Segment

Income Segment Income is defined as income from continuing operations net of

income attributable to noncontrolling interests

Prior periods segment information has been recast to conform to the

current year presentation None of these segment changes impact Progress

Energys previously reported consolidated net income

Other Eliminations Total

65 $14272

53 95

118 $95 $14272

Geographic Data

Latin

in millions
U.S Amereica Consolidated

2012

Consolidated revenues

Consolidated long-lived
assets
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Business Segment Data

Year Ended December 31 2012

Franchised Total Reportable

in millions
Electric Segment Other Eliminations Total

Unaffihated revenues
9305 9305 12 9311

Affiliated revenues
90 90 88

Total revenues
9395 9395 12 9405

Interest expense
459 459 304 $23 140

Depreciation and amortization
121 121 20 141

Income tax
expense benefit

384 384 212 172
Segment

121 121 319 348
Add back noncontrolling interest component

Income from discontinued operations net of tax

52
Net income

401
Capital investment expenditures and acquisitions 2334 2334 32 2366
Segment assets

36164 36164 684 43 31405

Franchised Electnc recorded an $88 million impairment net of tan of $58 million related to the decision to retire Crystal River Unit and $60 mifioe charge net often of $40 million to record regulatory
liability

related

to replacement power obligations as result of the Crystal River Unit
ootage These charges were not applicable to Duke Energy as this reporting unit has lower carrying valoe at Doke Energy See Note for additional

information

Other inclodes after-tao costs to achieve the merger with Dote Energy of $198 million net of tax of $121 million See Note for additional information

Year Ended December31 2011

Other Eliminations Total

Unaffiliated revenuesa
8936 8936 12 8948

Affiliated revenues

Total revenues
8939 8939 12 8948

Interest
expense 423 423 324 $22 725

Depreciation and amortization
683 683 18 701

Income tax
expense benefit 436 436 113 323

Segment incomeab
853 853 273 580

Add back
noncontrolling interest component

Income from discontinued operations net of tax

Net income

582

Capital investment expenditures and acquisitions 2239 2239 17 2256
Segment assets

34166 34166 765 34931

Franchised Electnc recorded $173 million charge vet of tao of $115 million for the amount to be refunded to customers through the feel clause io accordavce with the FPSCs 2012 settlement agreement See Note for

additional information

Other includes after-tax costs to achieve the
niergor with Duke Energy of $33 million net of tao of $22 million See Note for additional information

in millions

Franchised

Electric

Total Reportable

Segment
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Year Ended December 31 2010

Franchised Total Reportable

in millions Electric Segment Other Eliminations Total

llnaffiliated revenues $10201 $10201 $16 $10223

Affiliated revenues

Total revenues $10209 $10209 16 $2$1O223

Interest expense 44 332 $29 747

Depreciation and amortization 905 905 15 920

Income tax expense benefit 627 627 88 539

Segment income 1045 1045 1185 860

Add back noncontrolling interest component

Income from discontinued operations net of tax

Net income 863

Capital investment expenditures and acquisitions 2437 2437 32 24 2445

Segment assets 32475 32415 450 139 32886

Duke Energy Ohio Commercial Power owns operates and manages power plants and

engages in the wholesale marketing and procurement of electric powe fuel

Duke Energy Ohio has two reportable operating segments Franchised
and emission allowances related to these plants as well as other contractual

Electric and Gas and Commercial Power positions Duke Energy Ohios Commercial Power reportable operating segment

Franchised Electric and Gas transmits and distributes electricity in

does not include the operations of DEGS or Duke Energy Retail which are

southwestern Ohio and generates transmits distributes and sells electricity
included in the Commercial Power reportable operating segment at Duke Energy

in northern Kentucky Franchised Electric and Gas also transports and sells
The remainder of Duke Energy Ohios operations is presented as Other

natural gas in southwestern Ohio and northern Kentucky It conducts operations
While it is not considered an operating segment Other primarily includes

primarily through Duke Energy Ohio and its wholly owned subsidiary Duke
certain governance costs allocated by its parent Duke Energy See Note 14

Energy Kentucky
for additional information All of Duke Energy Ohios revenues are generated

domestically and its long-lived assets are all in the U.S

Business Segment Data

Year Ended December 31 2012

Franchised

Electric Commercial Total Reportable Consolidated

in millions and Gas Power Segments Other Eliminations Total

Unaffiliated revenues $1145 $1407 3152 $3152

Intersegment revenues 51 52 52

Total revenues $1146 $1458 3204 52 3152

Interest
expense

61 28 89 89

Depreciation and amortization 179 159 338 338

Income tax
expense benefit 91 25 116 18 98

Segment income 159 50 209 34 175

Net income 175

Capital eopenditures 421 81 514 514

Segmentassets 6434 4115 10609 111 166 10560

Duke Energy Ohio earned approoinsatelv 36% of
its consolidated operating revenues from tM Settlements inc in 2012 all of which is incisded is the Ceeimeroial Power segment These reoesoes relate to the sale xl capacity

and electricity from commercial Powers nnnregulated generation assets
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Year Ended December 31 2011

Franchised

Electric and Commercial Total Reportable Consolidated

in millions Gas Power Segments Other Eliminations Total

linaffiliated revenues1 $1474 $1707 3181 3181

Intersegnient revenues

Total revenues $1474 $1711 3185 3181

Interest expense 68 36 104 104

Depreciation and amortization 168 167 335 .- 335

Income tax
expense benefit 98 104 96

Segment incom1 133 78 211 11 194

Net income 194

Capital expenditures 375 124 499 _.- 499

Segment assets 6293 4740 11033259 353 10939

Duke Energy Ohio earned approximately 24% of its consolidated operating revenues freer ElM Interconnection tIC PJM in 2011 all of which
is

included
in the commercial Power segment These revenues relate to time sale

of capacity and electricity from Csmmerc al Powers osoregulated generation assets

cimi commercial Power recorded an after-tan impairment charge of $51 million net of tao of $28 million during the year esded Oecenstser 312011 to write-dawn the carrying salve of certain emission allewances See Nefe 12 for

additional ioformation

Year Ended December 31 2010

in millions Other Eliminations

Unaffiliated revenuesal $1623 $1106 3329 $$ 3329

Intersegment revenues 55
Total revenues $1623 $1711 3334 3329

Interest expense 68 41 109 109

Depreciation and amortization 226 174 400 400

Income tax expense benefit 106 40 146 14 132

Segment loss 61 361 422 19 441

Net loss 441

Capital expenditures 353 93 446 446

Segment assets 6258 4821 11079 192 247 11024

101 Oske Enurgy Ohio earned approximately 13% of its consolidated operatiog revenues from PJM in 2010 all of which is included in the Commercial Power segment These revenues relate to the sale of capacity and electricity

tram Commercial Powers nonregulated generatien assets

hI Franchised Electric arid Gas recorded an impairment charge at $216 million related to the Ohio Transmiosion and Diutributien reporting unit This impairment charge was out applicable to Duke Energy as this reportiug unit has

slower carrying value at Duke Energy

cI Commercial Pewer recorded impairment charges of $621 million which consisted of $461 million goodwill impairment charge associated with the nonregoluted Midwest generation operabons and $102 million charge oet

of faust $58 million to write-down the value st certain nunregulated Midwest geoerating asseto and emission allewances primonily ausociated with these generation assets

Duke Energy Carolinas Progress Energy Caroinas Progress Energy

Florida and Duke Energy Indiana

Duke Energy Carolinas Progress Energy Carolinas Progress Energy

Florida and Duke Energy Indiana each have one reportable operating segment

Franchised Electric which generates ransmits distributes and sells electricity

The remainder of each companies operations
is classified as Other While not

considered reportable segments for any of these companies Other consists of

each respective companies share of costs to achieve the merger between Duke

Energy and Progress Energy certain
corporate severance programs and certain

costs for use of corporate assets as allocated to each company See Note 14 for

additional information The following table summarizes the net loss for Other at

each of these entities

Years Ended December 31

in millions 2012 2011

Duke Energy Carolinasai $1169 46

Progress Energy Carolinasai 139 18

Progress Energy Florida 58 16

Duke Energy Indiana11 27 12

at The net luau for the
year

ended December 31 2010 recorded in Other was not material

The Franchised Electric operating segments own substantially all of Duke

Energy Carolinas Progress Energy Carolinas Progress Energy Floridas and

Duke Energy Indianas assets at December 31 2012 and 2011

Franchised

Electric and

Gas

Commercial Total Reportable

Power Segments

Consolidated

Total
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REGULATORY MATTERS
_____ ________ _____________________________________________

Regulatory Assets and Liabilities

As of December 31 2012 and 2011 the substantial majority of USFEGs operations applied 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 nonregulated entities See Note for further

information

The following
tables

represent
the regulatory assets and liabilities on the Duke Energy Registrants Consolidated Balance Sheets

As of December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Regulatory
Assets

Vacation accrual
245 85 65 65 13

Nuclear deferral
65 65 65

Demand side management DSM costs/Energy efficiency EE 58 38 22

Deferred fuel costs 162 109 109 52

Over-distribution of Bulk Power Marketing BPM sharing
43 43

Post in-service carrying costs and deferred operating expenses
29 21

Gasification services agreement buyout costs
25 25

Other 110 30 11 12 16 34

Total Current Regulatory Assets 131 221 256 11 119 46 126

Accrued pension and post-retirement 3306 602 1650 169 154 225 325

Retired generation facilities 1181 1120 128 1592 61

Debt fair value adjustment
1412

Asset retirement obligations 1461 48 113 312 341

Net regulatory asset related to income taxes 1313 131 401 115 226 82 158

Hedge costs and other deferrals 110 88 550 240 310 63

DSM costs/Energy efficiency
264 11 121 121 12

Post in-service carrying costs and deferred operating expenses
93 19 14

Regional Transmission Organization RIO costs 83 10 12

Manufactu red gas plant MOP costs 11 .- 11

Gasification services agreement buyout costs 10 10

Nuclear deferral 11 17 77

Other 231 111 55 35 21 23 59

Total Non-Current Regulatory Assets 11004 1121 5292 1845 3321 519 810

Total Regulatory Assets $11141 $1948 $5548 $1922 $3500 $625 $936
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As of December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions

__________
Energy Carolinas Energy Carolinas Florida Ohio Indiana

Regulatory Liabilities

Deferred fuel costs 55 45 10 10

DSM costs/Energy efficiency 49 11 17 15

Other 52 24 24

Total Current Regulatory Liabilities1 156 78 28 10 18 39 11

Removal costs 4821 1928 2048 1503 401 236 624

Amounts to be refunded to customers 290 259 259 31

Storm reserve 125 125 125

Accrued pension and post-retirement benefits 103 18 68

Other 239 17431 35 18

Total Non-Current Regulatory Liabilities 5584 2102 2469 1538 181 254 141

Total
Regulatory Liabilities $5140 $2180 $2491 $1548 $805 $293 $152

As of December31 2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Regulatory Assets

Vacation accrual 150 70 13

DSM costs/Energy efficiency 52 25 18

Over-distribution of BPM sharing 41 41

Deferred fuel costs 38 275 31 244 10 28

Post in-service carrying costs and deferred operating eupenses
31 28

Gasification services agreement buyout cor 25 25

Other 37 27

Total Current Regulatory Assets 374 172 275 31 244 28 114

Accrued pension and post-retirement 1726 734 1506 691 702 212 314

Net regulatory asset related to income taoes 892 668 352 140 212 77 147

Asset retirement obligations 191 191 540 496 44

Hedge costs and other deferrals 166 91 703 200 503 67

Post in-service carrying costs and deferred operating eopenses 119 31 16 72

Nuclear deferral 129 129

Gasification services agreement buyout costs 88 88

RTO costs 80 13 74

Retired generation facilities 73 15 15 73

MOP costs 69 69

DSM costs/Energy efficiency 70 38 92 92 32

Other 198 128 80 41 39 32 37

Total Non-Current Regulatory Assets 3672 1894 3424 1682 1629 520 798

Total Regulatory Assets $4046 $2066 3699 1713 1873 548 912
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As of December 31 2011

Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions
Duke Energy Carolinas Energy

Carolinas Florida Ohio Indiana

Regulatory Liabilities

DSM costs/Energy efficiency
41 41 19 19

Nuclear deferral
15 15

Other
46 21 14 12 22

Total Current Regulatory
Liabilities

81 62 48 46 22

Removal costs
2586 1770 2240 1529 550 230 590

Accrued pension
and post-retirement benefits

117
19 70

Amount to be refunded to customers
288 288

Storm reserve
135 135

Other
216 158 64 14 51 24 23

Total Non-Current Regulatory Liabilities
2919 1928 2727 1543 1024 273 683

Total Regulatory Liabilities
$3006 $1990 $2115 $1545 $1070 $295 $686

Included in Other within Current Assets on the ConOolidated Balance Sheets

hi Included in Other within Current Liabilities on the Consolidated Balance Sheets

Descriptions
of the regulatory assets and liabilities summarized in the

tables above as well as their recovery
and amortization periods are as follows

Items are excluded from rate base unless otherwise noted

Vacation accruaL Vacation is accrued as it is earned by employees and

generally recovered as it is paid generally within one year This includes both

accrued vacation and personal holiday pay

Nuclear deferraL In 2009 pursuant to the FPSC nuclear cost-recovery

rule Progress Energy Florida filed petition
to recover costs which primarily

consisted of preconstruction
and carrying costs incurred or anticipated to be

incurred during 2009 and the projected
2010 costs associated with the Levy

project
In an effort to help mitigate the initial price impact on its customers as

part of its filing Progress Energy Florida recorded this asset and it was to be

recovered or amortized as approved by the FPSC over period not exceeding

five years These costs are projected to be recovered by the end of 2014 This

amount also includes deferred depreciation expense related to Crystal River

Unit as result of the 2012 FPSC settlement agreement

DSM CostsIEE These amounts represent costs recoverable or refundable

under the Duke Energy Registrants Demand Side Management programs

various state Energy Efficiency programs SmartGrid and other peak time

energy management programs The recovery period
varies for these costs with

some currently unknown Duke Energy Carolinas and Progress Energy Florida are

required to pay interest on the outstanding liability balance and Progiess Energy

Florida collects interest on the outstanding asset balance

Deferred fuel costs Deferred fuel costs represent
certain energy costs

that are recoverable or refundable as approvedby the applicable regulatory

body Interest is earned on under-recovered costs and interest is paid on

over-recovered costs to customers

For Progress Energy Florida as result of the 2012 FPSC settlement

agreement the FPSC approved an agreement between Progress Energy Florida

and consumer advocates in Florida that provides customers refund through

the fuel clause relating to the Crystal River Unit delamination and subsequent

outage The amounts for Progress Energy Florida are reduced by this refund

Over-distribution of 8PM sharing These costs represent
Duke Energy

Carolinas BPM sharing requirements by the NCUC The NCUC requires

percentage of the profits on the wholesale market to be shared with retail

customers Under the BPM rider Duke Energy Carolinas is required to true-up

any differences and as result the over-distribution to retail customers is

recorded as regulatory asset The recovery period for these costs is generally

one year and Duke Energy Carolinas earns return on the balance

Post -in-service carrying costs and deferred operating expenses

These costs represent
deferred depreciation and operating expenses as well as

carrying costs on the portion of assets of the Duke Energy Registrants capital

expenditure programs that are placed
in service but not yet reflected in rates as

plant in service Duke Energy Carolinas is allowed to earn return on the North

Carolina portion of the outstanding balance but does not earn return on the

South Carolina portion Duke Energy Ohio and Duke Energy Indiana are allowed

to earn return on the outstanding balance Duke Energy Carolinas amounts

are excluded from rate base and Duke Energy Ohio amounts are included in

rate base At Duke Effergy Indiana some amounts are included in and some are

excluded from rate base Recovery is over various lives and the latest recovery

period for these costs is 2067

Gasification services agreement buyout costs In 1999 Duke Energy

Indiana entered into buyout of gasification services agreement The IURC

authorized Duke Energy Indiana to recover costs incurred including carrying

costs on the unrecovered balance over an 18-year period Duke Energy Indiana

earns return on the balance and the
recovery period lasts through 2018

Accrued pension and post-retirement Accrued pension and other

post-retirement benefits represent regulatory assets related to the recognition

of each of the Duke Energy Registrants respective shares of the underfundeth

status of Duke Energy and Progress Energys defined benefit and other post-

retirement plans as liability on each registrants balance sheet The regulatory

asset is amortized in proportion to the recognition of prior service costs gains

transition obligations and actuarial losses attributable to Duke Energy and

Progress Energys pension plans and other post-retirement
benefit plans

determined by the cost recognition provisions of the accounting guidance for

pensions and post-retirement benefits See Note 23 Employee Benefit Plans for

additional detail

Retired generation facilities These amounts represent the net book

value of Duke Energy facilities that have been retired Duke Energy Indiana

earns return on the outstanding balances and the costs are included in rate

base Progress Energy Carolinas anticipates earning return on the outstanding

balance with the costs excluded from rate base For Duke Energy Indiana the
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recovery period is through 2026 For Progress Energy Carolinas the
recovery

period is over the previously estimated lives of the units

Debt fair value adjustment These costs represent purchase accounting

adjustmentsas result of the merger with Progress Energy in July 2012 to

restate the
carrying value of existing debt to fair value The increase in the

carrying value of the debt is due to
general reduction in interest rates since

the underlying debt was issued Since the debt is reflected in capital structure

for rate setting purposes at its original carrying value and interest rate the

increase in the carrying value of the debt is recorded to
regulatory asset

Asset retirement obligatiom These costs represent future removal

costs associated with the Duke Energy Registrants existing asset retirement

obligations The Duke Energy Registrants do not earn return on these balances

The recovery period trends with the expiration of the COL for each nuclear

unit the latest of which is 2043 See Note Asset Retirement Obligations for

additional information

Net regulatory asset related to income taxes These costs represent

the difference between the
regulatory accounting of income taxes and the GAAP

accounting of income taxes Regulatory assets and liabilities associated with

deferred income taxes recorded in compliance with the accounting guidance

for certain types of regulation and income taxes include the deferred tax effects

associated principally with depreciation of AFUDC
equity accounted for in

accordance with the ratemaking policies of the respective regulatory bodies as

well as the revenue impacts and assume continued recovery of these costs in

future transmission and distribution rates portion of these costs are included

in rate base as reduction of deferred income taxes and the recovery period is

over the life of the associated assets

Hedge costs and other deferrals These costs are related to unrealized

gains and losses on derivatives that are recorded as regulatory asset or

liability respectively until the contracts are settled The
recovery period varies

for these costs with some currently unkjiown

RIO costs Duke Energy Carolinas and Progress Energy Carolinas RTO

costs reflect those from GridSouth while those from Duke Energy Ohio and Duke

Energy Indiana are related to the Midwest Independent Transmission System

Operator Inc MISO These amounts reduce rate base and the liability for the

removal costs is extinguished as the elated removal costs are incurred

MGP costs These costs represent remediation costs for Duke Energy

Ohios former MGP sites Duke Energy Ohio has requested recovery
of these

costs in its currently pending gas distribution rate case If the costs are deemed

to be recoverable through rates the period of
recovery

will be related to the

timing of the actual cleanup expenditures and is unknown at this time Duke

Energy Ohio does not earn return on these costs See Note Commitments

and Contingencies for additional infomation

Removal costs These amounts represent funds the Duke Energy

Registrants have received from customers to cover the future removal.of
property

plant and equipment from retired or abandoned sites which reduces rate base for

ratemaking purposes These costs are included in rate base and the liability for

removal costs is
extinguished over the life of the associated asset

Amounts to be refunded to customers These amounts represent

required refunds to retail customers by the applicable regulatory body The

refund period is thjough 2016 for Progress Energy Florida and through 2017 for

Duke Energy Indiana

Storm reserve Progress Energy Florida is allowed to petition the FPSC

to seek recovery of named storms under the 2012 FPSC settlement agreement

Recovery from customers will begin subject the FPSC approval 60 days

following the filing of cost
recovery petition and will be based on 12-month

recovery period

Restrictions on the Ability of Certain Subsidiaries to Make Dividends

Advances and Loans to Duke Energy

As condition to the Duke Energy and Cinergy Corp Cinergy merger

approval the NCUC the PSCSC the PUCO the KPSC and the IURC imposed

conditions the Cinergy 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 As condition to the Duke

Energy and Progress Energy merger approval the NCUC and the PSCSC imposed

conditions the Progress Merger Conditions on the ability of Duke Energy

Carolinas and Progress Energy Carolinas to transfer funds to Duke Energy

through loans or advances as well as restricted amounts available to pay

dividends to Duke Energy

Duke Energys public utility subsidiaries may not transfer funds to the

parent through intercompany loans or advances howeve certain subsidiaries

may transfer funds to the parent by obtaining approval of the respective state

regulatory commissions These conditions imposed restrictions on the ability of

the public utility subsidiaries to pay cash dividends as discussed below

Progress Energy Carolinas and Progress Energy Florida also have

restrictions imposed by their first mortgage bond indentures and Articles of

Incorporation which in certain circumstances limited their ability to make cash

dividends or distributions on common stock Amounts restricted as result of

these provisions were not material at December 31 2012

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

Duke Energy Carolinas

Under both the Cinergy Merger Conditions and
Progress Merger

Conditions Duke Energy Carolinas must limit cumulative distributions to

Duke Energy subsequent to the merger to 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

Progress Energy Carolinas

Under the Progress Merger Conditions Progress Energy Carolinas must limit

cumulative distributions to Duke nergy subsequent to the merger to the amount

of retained earnings on the day prior to the closing of the merge plus ii any future

earnings recorded by Progress Energy Carolinas subsequent to the merger

Duke Energy Ohio

Under the Cinergy 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 November 2011 the FERC approved with conditions Duke Energy

Ohios
request to pay dividends from its equity accounts that are reflective of

the amount that it would have in its retained earnings account had push-down

accounting for the Cinergy merger not been applied to Duke Energy Ohios balance

sheet The conditions include commitment from Duke Ehergy Ohio that equity

adjusted to remove the impacts of push-down accounting will not fall below

30% of total
capital In January 2012 the PUCO issued anorder approving the

payment of dividends in manner consistent with the method approved in the

November 2011 FERC order Under the Merger Conditions Duke
Energy Kentucky
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is required
to pay dividends solely out of retained earnings and to maintain

minimum of 35% equity in its capital structure

Duke Energy Indiana

Under the Cinergy Merger Conditions Duke Energy Indiana shall limit

cumulative distributions paid subsequent to the merger to 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

The following
table includes information regarding the Subsidiary

Registrants
and other Duke Energy subsidiaries restricted net assets at

December 31 2012

Total Duke Duke Progress Duke Duke

Energy Energy Progress Energy Energy Energy

in billions Subsidiaries Carolinas Energy Carolinas Ohio Indiana

Amounts that may

not be transferred

to Duke Energy

without appropriate

approval based on

above mentioned

Merger Conditions $10.3 $2.8 $2.0 $1.9 $3.9 $1.4

As of December 31 2012 the equity balance available for payment of dividends based on the FERC and

PUCO order discussed above was $1.3 billion

Rate Related Information

The NCUC PSCSC FPSC IIIRC PUCO and KPSC approve rates for

retail electric and gas services within their states Nonregulated sellers of gas

and electric generation are also allowed to operate in Ohio once certified by

the PUCO The FERC approves rates for electric sales to wholesale customers

served under cost-based rates as well as sales of transmission service

Duke Energy Carolinas

2013 North Carolina Rate Case

On February 2013 Duke Energy Carolinas filed an application with the

NCUC for an increase in base rates of approximately $446 million or an average

9.7% increase in retail revenues The request for increase is based upon an

11.25% return on equity and capital structure of 53% equity and 47% long-

term debt The rate increase is designed primarily to recover the cost of plant

modernization environmental compliance and the capital additions

Duke Energy Carolinas expects revised rates if approved to go into effect

late third quarter of 2013

2011 North Carolina Rate Case

On January 27 2012 the NCUC approved settlement agreement

between Duke Energy Carolinas and the North Carolina Utilities Public Staff

Public Staff The terms of the agreement include an average 7.2% increase in

retail revenues or approximately $309 million annually beginning in February

2012 The agreement includes 10.5% return on equity and capital structure

of 53% equity and 47% long-term debt

On March 28 2012 the North Carolina Attorney
General filed notice of

appeal with the NCUC challenging
the rate of return approved in the agreement

On April 17 2012 the NCUC denied Duke Energy Carolinas request to dismiss

the notice of appeal Briefs were filed on August 22 2012 by the North Carolina

Attorney General and the AARP with the North Carolina Supreme Court which is

hearing the appeal Duke Energy Carolinas filed motion to dismiss the appeal

on August 31 2012 and the North Carolina Attorney General filed response

to that motion on September 13 2012 Briefs by the appellees Duke Energy

Carolinas and the Public Staff were filed on September 21 2012 The North

Carolina Supreme Court denied Duke Energy Carolinas motion to dismiss on

procedural grounds and oral arguments were held on November 13 2012

Duke Energy Carolinas is awaiting an order

2011 South Carolina Rate Case

On January 25 2012 the PSCSC approved settlement agreenent

between Duke Energy Carolinas and the ORS Wal-Mart Stores East LF and

Sams East Inc The Commission of Public Works for the city of Spartanburg

South Carolina and the Spartanburg Sanitary Sewer District were not parties

to the agreement however they did not object
to the agreement The terms of

the agreement include an average 5.98% increase in retail and commercial

revenues or approximately $93 million annually beginning February 2012

The agreement includes 10.5% return on equity capital structure of 53%

equity and 47% long-term debt

Cliffside Unit

On March 21 2007 the NCUC issued an order allowing Duke Energy

Carolinas to build an 800 MW coal-fired unit Following final equipment

selection and the completion of detailed engineering Cliffside Unit has

net output of 825 MW On January 31 2008 Duke Energy Carolinas filed its

updated cost estimate of $1.8 billion excluding AFUDC of $600 million for

Cliffside Unit In March 2010 Duke Energy Carolinas filed an update to

the cost estimate of $1.8 billion excluding AFUDC with the NCUC where it

reduced the estimated AFUDC financing costs to $400 million as result of the

December 2009 rate case settlement with the NCIJC that allowed the inclusion

of construction work in
progress

in rate base prospectively Cliffside Unit

began commercial operation
in the fourth quarter of 2012

Dan River Combined Cycle Facility

In June 2008 the NCUC issued its order approving the Certificate of

Public Convenience and Necessity CPCN applications to construct 620 MW

combined cycle natural gas fired generating facility at Duke Energy Carolinas

existing Dan River Steam Station The Division of Air Quality DAQ issued

final air permit authorizing construction of the Dan River combined cycle natural

gas-fired generating unit in August 2009 Dan River began commercial operation

in the fourth quarter
of 2012

William States Lee III Nuclear Station

In December 2007 Duke Energy Carolinas filed an application with the

NRC which has been docketed for review for combined Construction and

Operating License COL for two Westinghouse AP1000 advanced passive

reactors for the proposed William States Lee III Nuclear Station Lee Nuclear

Station at site in Cherokee County South Carolina Each reactor is capable

of producing 1117 MW Submitting the COL application does not commit Duke

Energy Carolinas to build nuclear units Through several separate orders the

NCUC and PSCSC have concurred with the prudency of Duke Energy incurring

project development and pre-construction
costs
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LC Summer Nuclear Station Letter of Intent

In JuLy 2011 Duke Energy Carolinas
signed letter of intent with Santee

Cooper related to the potential acquisition by Duke Energy Carolinas of 5% to

10% ownership interest in the V.C Summer Nuclear Station being developed

by Santee Cooper and SCEG near Jenkinsville South Carolina The letter of

intent provides path for Duke Energy Carolinas to conduct the
necessary due

diligence to determine if future participation in this project is beneficial for its

customers On November 2012 the term of the letter of intent expired though

Duke Energy Carolinas remains engaged in discussions at this time

Progress Energy Carolinas

2012 North Carolina Rate Case

On October 12 2012 Progres Energy Carolinas filed an application with

the NCUC for an increase base ratus of approximately $387 million or an

average 12% increase in revenues The request for increase is based upon

an 11.25% return on equity and capital structure of 55% equity and 45%

long-term debt The rate increase is designed primarily to recover the cost of

plant modernization and other capital investments in generation transmission

and distribution systems as well as increased expenditures for nuclear plants

and personnel vegetation management and other operating costs The rate

case includes corresponding decrease in Progress Energy Carolinas energy

efficiency and demand side management rider resulting in net requested

increase of $359 million or 11% increase in retail revenues

On February 25 2013 the North Carolina Public Staff filed with the

NCUC Notice of Settlement in Principle Settlement Notice Pursuant to the

Settlement Notice between Progress Energy Carolinas and the Public Staff

the parties have agreed to two year step-in to total agreed upon net rate

increase with the first
year providing for $151 million or 4.7% average

increase in rates and the second
year providing for rates to be increased by

an additional $31 million or 1.0% average increase in rates This second year

increase is result of Progress Energy Carolinas
agreeing to delay collection of

financing costs on the construction work in
progress

for the Sutton combined

cycle natural gas plant for one year The Settlement Notice is based upon

return on equity of 10.2% and 53% equity component of the capital structure

Once filed the actual settlement agreement will be subject to approval by

the NCUC Progress Energy Carolinas
expects revised rates if approved to go

into effect June 2013

HF Lee and L.V Sutton Combined Cycle Facilities

Progress Energy Carolinas has been
constructing two new generating

facilities which consist of an approximately 920 MW combined cycle natural

gas-fired generating facility
at the HF Lee Energy Complex Lee in Wayne

County North Carolina and an approximately 625 MW natural gas-fired

generating facility at its
existing LV Sutton Steam Station Sutton in

New Hanover County North Carolina Lee project began commercial

operation
in the fourth quarter of 2012 Total estimated costs at final project

completion including AFUDC for the Sutton project which is approximately

64% complete are $600 million Sutton is expected to be in service in the

fourth quarter of 2013

Shearon Harris Nuclear Station Expansion

In 2006 Progress Energy Carolinas selected site at its existing Shearon

Harris Nuclear Station Harris to evaliate for possible future nuclear expansion

On February 19 2008 Progress Energy Carolinas filed its COL application with

the NRC for two Westinghouse Electric AP1000 reactors at Harris which the

NRC docketed on April 17 2008 No petitions to intervene have been admitted

in the Harris COL application

Progress Energy Florida

2012 FPSC Settlement Agreement

On February 22 2012 the FPSC approved comprehensive settlement

agreement among Progress Energy Florida the Florida Office of Public Counsel

and other consumer advocates The 20-12 FPSC Settlement Agreement will

continue through the last billing cycle of December 2016 The agreement

addresses three principal matters Progress Energy Floridas proposed Levy

Nuclear Station cost recovery ii the Crystal River Nuclear Station Unit

Crystal River Unit delamination prudence review then pending before the

FPSC and iii certain customer rate mailers Refer to each of these
respective

sections for further iiscussion

Crystal River Unit

In September 2009 Crystal River Unit began an outage for normal

refueling and maintenance as well as an uprate project to increase its

generating capability and to replace two steam generators During preparations

to replace the steam generators workers discovered delamination

or separation within the concrete at the periphery of the containment

building which resulted in an extension of the outage After analysis it was

determined that the concrete delamination at
Crystal River Unit was caused

by redistribution of stresses in the containment wall that occurred when an

opening was created to accommodate the replacement of the units steam

generators In March 2011 the work to return the plant to service was suspended

after monitoring equipment identified new delamination that occurred in different

section of the outer wall after the repair work was completed and dunng the late

stages of retensioning the containment building Crystal River Unit has remained

out of service while Progress Energy Flonda conducted an engineering analysis and

review of the new delamination and evaluated possible repairoptions

Subsequent to March 2011 monitoring equipment has detected additional

changes and further damage in the partially tensioned containment building

and additional cracking or delaminations could occur

Progress Energy Florida developed repair plan which would entail

systematically removing and replacing concrete in substantial portions

of the containment structure walls which had preliminary cost estimate of

$900 million to $1.3 billion

In March 2012 Duke Energy commissioned an independent review

team led by Zapata Incorporated Zapata to review and assess the Progress

Energy Florida Crystal River Unit repair plan including the repair scope

risks costs and schedule In its final
report in late September Zapata found

that the proposed repair scope appears to be
technically feasible but there

were significant risks that need to be addressed regarding the approach

construction methodology scheduling and licensing Zapata performed four

separate analyses of the estimated project cost and schedule to
repair Crystal

River Unit including an independent review of the proposed repair scope

without existing assumptions or data of which Zapata estimated costs of

$1.49 billion with project duration of 35 months ii review of Progress

Energy Floridas previous bid information which included cost estimate data

from
Progress Energy Florida of which Zapata estimated costs of $1.55 billion

with project duration of 31 months iii an expanded scope of work scenario

that included the Progress Energy Florida scope plus the replacement of the

containment
building dome and the removal and replacement of concrete in the
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lower building elevations of which Zapata estimated costs of approximately

$2.44 billion with project
duration of 60 months and iv worst case

scenario assuming Progress Energy Florida performed the more limited scope

of work and at the conclusion of that work additional damage occurred in

the dome and in the lower elevations which forced replacement of each of

which Zapata estimated costs of $3.43 billion with project duration of 96

months The principal
difference between Zapatas estimate and Progress

Energy Floridas previous estimate appears to be due to the respective levels of

contingencies included by each party including higher project
risk and longer

project duration Progress Energy Florida has filed copy of the Zapata report

with the FPSC and with the NRC The FPSC held status conference on October

30 2012 to discuss Duke Energys analysis of the Zapata report

On February 2013 following the completion of comprehensive

analysis Duke Energy announced its intention to retire Crystal River Unit

Duke Energy concluded that it did not have high degree of confidence

that repair could be successfully completed and licensed within estimated

costs and schedule and that it was in the best interests of Progress Energy

Floridas customers and joint owners and Duke Energys investors to retire

the unit Progress Energy Florida developed initial estimates of the cost to

decommission the plant during its analysis
of whether to repair or retire Crystal

River Unit With the final decision to retire Progress Energy Florida is working

to develop cofflprehensive
decommissioning plan which will evaluate

various decommissioning options
and costs associated with each option The

plan will determine resource needs as well as the scope schedule and other

elements of decommissioning Progress Energy Florida intends to use safe

storage SAFSTOR option
for decommissioning Generally SAFSTOR involves

placing the facility into safe storage configuration requiring limited staffing
to

monitor plant conditions until the eventual dismantling and decontamination

activities occur usually In 40to 60 years This decommissioning approath is

currently utilized at number of retired domestic nuclear power plants and is

one of three generally accepted approaches to decommissioning required by

the NRC Once an updated site specific decommissioning study is completed

it will be filed with the FPSC As part
of the evaluation of repairing Crystal

River Unit initial estimates of the cost to decommission the plant
under the

SAFSTOR option were developed which resulted in an estimate in 2011 dollars

of $989 million See Note for additional information Additional specifics
about

the decommissioning plan are being developed

Progress Energy Florida maintains insurance coverage against

incremental costs of replacement power resulting from prolonged accidental

outages at Crystal River Unit through NEIL lElL provides insurance coverage

for repair costs for covered events as well as the cost of replacement power

of up to $490 million per event when the unit is out of service as result of

these events Actual replacement power costs have exceeded the insurance

coverage Progress Energy Florida also maintains insurance coverage through

NEILs accidental property damage program which provides
insurance coverage

up to $2.25 billion with $10 million deductible per
claim

Throughout the duration of the Crystal River Unit outage Progress

Energy Florida worked with NEIL for recovery of applicable repair costs and

associated replacement power costs NEIL has made payments on the first

delamination however NEIL has withheld payment of approximately $70 million

of replacement power cost claims and repair cost claims related to the first

delamination event NEIL had not provided
written coverage decision for either

delamination and no payments were made on the second delamination and no

replacement power reimbursements were made by NEIL since May 2011 These

considerations led Progress Energy Florida to conclude in the second quterter of

2012 that it was not probable that NEIL would voluntarily pay the full coverage

amounts that Progress Energy Florida believes them to owe under the applicable

insurance policies
Consistent with the ternis and procedures under the

insurance coverage with NEIL Progress Energy Florida agreed to non-binding

med iation prior to commencing any formal dispute
resolution On February-

2013 Progress Energy Florida announced it and NEIL had accepted the

mediators proposal whereby NEIL will pay Progress Energy Florida an additional

$530 million Along with the $305 million which NEIL previously paid Progress

Energy Florida will receive total of $835 million in insurance proceeds

The following
table summarizes the Crystal River Unit replacement

power and repair costs and recovery through December 31 2012

Replacement Repair

Power Costs Costs Total

Spent to date
$614 $338 $952

NEIL proceeds
received to date 162 143 305

Balance for recovery
452 $195 $647

The portion of replacement power
costs that has not been previously recovered fern retail custOmers is

classified within Regulatory assets en Duke Energys Consniidafed Balance Sheets and Progress Energy

Floridas Balance Sheet as of December 312012 Also the $195 mfhori of repair cuots aneclassified within

Rygulatory assetson Duke Eoergys Consolidated Balance Shetsiid Puugness Energy Floridas Balance 5heet

as of December 31 2012

As result of the 2012 FPSC Settlement Agreement Progress Energy

Florida will be permitted to recover prudently
incurred fuel and purchased

power costs through its fuel clause without regard for the absence of Crystal

River Unit for the period
from the beginning

of the Crystal River Unit outage

through December 31 2016

In accordance with the terms of the 2012 FPSC Settlement Agreement

with consumer representatives and approved by the FPSC Progress Energy

Florida retained the sole discretion to retire Crystal
River Unit Progress Energy

Florida expects that the FPSC will review the prudence of the retirement decision

in Phase of th Crystal River Unit delamination regulatory docket Progress Energy

Florida has also asked the FPSC to review the mediated resolution of insurance

claims with NEIL as part of Phase of this regulatory
docket Phase and Phase

hearings have been tentatively scheduled to begin on June 19 2013

Progress Energy Florida did not begin the repair
of Crystal River Unit

prior
to December 31 2012 Consistent with the 2012 FPSC Settlement

Agreement regarding the timing of commencement of repairs Progress Energy

Florida recorded Regulatory liability of $100 million in the third quarter of 2012

related to replacement power obligations
This amount is included within fuel

used in electric generation
and purchased power in Progress Energy Floridas

and Progress Energys Statements of Operations and Comprehensive Income for

the year ended December 31 2012 Progress Energy Florida will refund this

replacement power liability on pro rata basis based on the in-service date of

up to $40 million in 2015 and $60 million in 2016 This amount is reflected as

part of the purchase price allocation of the merger with Progress Energy in Duke

Energys Consolidated Financial Statements

Progress Energy Florida also retained sole discretion to retire the unit

without challenge from the parties
to the agreement As result Progress

Energy Florida will be allowed to recover all remaining.Crystal River Unit

investments and to earn return on the Crystal River Unit investments set

at its current authorized overall cost of capital adjusted to reflect return on

equity set at 70 percent
of the current FPSC authorized return on equity no

earlier than the first billing cycle
of January2017

In conjunction
with the decision to retire CrystaJ River Unit Progress

Energy Florida reclassified all Crystal River Unit investments including

property plant and equipment nuclear fuel inventory and deferred assets to

regulatory asset account At December 31 2012 Progress Energy Florida had

$1637 million of net investment in Crystal River Unit recorded in Regulatory

in millions
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assets on its Consolidated Balance Sheet These amounts are reflected in the

Regulatory Assets and Liabilities tables presented previously in this disclosure

of which $1592 million is reflected as Retired generation facilities $25 million

as Nuclear deferral and $20 million as an offset to Removal costs Progress

Energy Florida recorded $192 million of impairment and other charges related to

the wholesale portion of Crystal River Unit investments which are not covered

by the 2012 FSPC Settlement Agreement and other provisions The
significant

majority of this amount is recorded Impairment charges on Progress Energy

Floridas and
Progress Energys Consolidated Statements of

Operations and

Comprehensive Income for the year ended December 31 2012 This amount is

reflected as part of the purchase price allocation of the merger with Progress

Energy in Duke Energys Consolidated Financial Statements See Note

In accordance with the 2012 FPSC Settlement Agreement NEIL proceeds

received allocable to retail customers will be applied first to replacement power

costs incurred after December 31 2012 through December 31 2016 with the

remainder used to write down the remaining Crystal River Unit investments

Progress Energy Florida believes the decision to retire Crystal River Unit

the actions taken and costs incurred in response to the
Crystal River Unit

delamination have been prudent and accordingly considers replacement power

and capital costs not recoverable through insurance to be recoverable through

its fuel
cost-recovery clause or base rates Additional replacement power costs

and exit cost to wind down the operations at the plant and decommission

Crystal River Unit 3could be material Retirement of the plant could impact

funding obligations associated with Progress Energy Floridas nuclear

decommissioning trust fund

Progress Energy Florida is
pzrty to master participation agreement

and other related agreements with the joint owners of Crystal River Unit which

convey certain rights and obligations on Progress Energy Florida and the joint

owners In December 2012 Progress Energy Florida reached an agreement with

one group of joint owners related to all Crystal River Unit matters

Progress Energy Florida cannot predict the outcome of matters described

above

Customer Rate Matters

In conjunction with the 2012 FPSC Settlement Agreement Progress

Energy Florida will maintain base rates at the current levels through the last

billing cycle of December 2016 except as described as follows The agreement

provides for $150 million increase in revenue requirements effective with

the first billing cycle of January 2013 while maintaining the current return on

equity range of 9.5
percent to 11.5 percent Additionally costs associated with

CrystaIRiver Unit investments will be removed from retail rate base effective

with the first billing cycle of January 2013 Progress Energy Florida will accrue

for future rate-setting purposes carrying charge on the Crystal River Unit

investment until theCrystal River Unit
regulatory asset is recovered in base

rates beginning with the first billing cycle of January 2017 If Progress Energy

Floridas retail base rate earnings fall below the return on equity range as

reported on FPSC-adjusted or pro-f orma basis on Progress Energy Florida

monthly earnings surveillance report Progress Energy Florida may petition the

FPSC to amend its base rates
during he term of the agreement Refer to the

discussion above
regarding recovery

of Crystal River Unit investments if

the plant is retired

Progress Energy Florida will refund $288 million to retail customers

through its fuel clause
Progress Energy Florida will refund $129 million in each

of 2013 and 2014 and an additional $10 million annually to residential and

small commercial customers in 2014 2015 and 2016 At December 31 2011

regulatory liability was established for the $288 million to be refunded in

future periods In 2011 the corresponding charge was recorded as reduction

of
operating revenues in Progress Energy Floridas and Progress Energys

Consolidated Statements of Operations and Comprehensive Income As discussed

above Progress Energy Florida also recorded Regulatory liability of $100 mIion in

the third
quarter of 2012 related to replacement power obligations

Levy Nuclear Station

On
July 30 2008 Progress Energy Florida filed its COL application with

the NRC for two Westinghouse AP1000 reactors at its proposed Levy Nuclear

Station Levy which the NRC docketed on October 2008 Various parties

filed joint petition to intervene in the Levy COL application On October31 and

November 2012 the Atomic Safety and Licensing Board held an
evidentiary

hearing on portions of the intervention
petitions decision is expected in

March 2013 In 2008 the FPSC granted Progress Energy Floridas
petition for an

affirmative Determination of Need and related orders
requesting cost

recovery

under Floridas nuclear costrecovery rule for Levy together with the associated

facilities including transmission lines and substation
facilities

On April 30 2012 as part of its annual nuclear cost
recovery filing Progress

Energy Florida updated the Levy project schedule and cost Due to lower-than-

projected customer demand the lingering economic slowdown uncertainty

regarding potential carbon regulation and current low natural gas prices Progress

Energy Florida has shifted the in-service date for the first Levy unit to 2024 with

the second unit following 18 months later The revised schedule is consistent

with the recovery approach included in the 2012 FPSC Settlement Agreement

Although the scope and
overnight cost for Levy including land acquisition related

transmission work and other
required investments remain essentially unchanged

the shift in schedule will increase escalation and carrying costs and raise the total

estimated project cost to between $19 billion and $24 billion

Along with the FPSCs annual prudence reviews Progress Energy Florida

will continue to evaluate the project on an ongoing basis based on certain

criteria including but not limited to cost potential carbon regulation fossil

fuel prices the benefits of fuel diversification public regulatory and political

support adequate financial cost-recovery mechanisms appropriate levels of

joint owner
participation customer rate impacts project feasibility DSM and

EE programs and availability and terms of capital financing Taking into account

these criteria Levy is considered to be Progress Energy Floridas preferred

baseload generation option

Under the terms of the 2012 FSPC Settlement Agreement Progress

Energy Florida began residential cost-recovery of its proposed Levy Nuclear

Station effective in the first billing cycle of January 2013 at the fixed rates

contained in the settlement and continuing for
five-year period with true-up

of any actual costs not recovered during the 5-year period occurring in the final

year Progress Energy Florida will not file for
recovery of any new Levy costs

that were not addressed in the 2012 FSPC Settlement Agreement before March

2017 and will not begin recovering those costs from customers before the

first billing cycle of January 2018 unless otherwise agreed to by the parties to

the agreement This amount is intended to recover the estimated retail project

costs to date
plus costs necessary to obtain the COL and any engineering

procurement and construction cancellation costs if Progress Energy Florida

ultimately chooses to cancel that contract In addition the consumer parties

will not oppose Progress Energy Florida
continuing to pursue COL for

Levy The 2012 FSPC Settlement Agreement also provides that Progress

Energy Florida will treat the allocated wholesale cost of Levy approximately

$68 million as retail regulatory asset and include this asset as component

of rate base and amortization expense for regulatory reporting Progress Energy

Florida will have the discretion to accelerate and/or suspend such amortization

in full or in part provided that it amortizes all of the
regulatory asset by

December 31 2016
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Cost of Removal Reserve

The 2012 and 2010 FPSC Settlement Agreements Settlement

Agreements provide Progress Energy Florida the discretion to reduce cost

of removal amortization expense by up to the balance in the cost of removal

reserve until the earlier of its applicable cost of removal reserve reaches

zero or the expiration of the 2012 FPSC Settlement Agreement Progress

Energy Florida may not reduce amorbzation expense if the reduction would

cause it to exceed the appropriate high point of the return on equity range

as established in the Settlement Agreements Pursuant to the Settlement

Agreements Progress Energy Florida recognized reduction in amortization

expense of $178 million and $250 million for the years ended December 31

2012 and 2011 respectively Duke Energy recognized reduction in

amortization expense of $120 million for the year ended December 31 2012

Progress Energy Florida had eligible cost of removal reserves of $110 million

remaining at December 31 2012 which is impacted by accruals in accordance

with its latest depreciation study removal costs expended and reductions in

amortization expense as permiffed by the Settlement Agreements

Anclote Units and

On March 29 2012 Progress Energy Florida announced plans to convert

the 1010 MW Anclote Units and Anclote from oil and natural gas fired

to 100 percent
natural gas fired and requested that the FPSC permit recovery

of the estimated $79 million conversion cost through the Environmental Cost

Recovery Clause Progress Energy Florida believes this conversion is the

most cost-effective alternative for Anclote to achieve and maintain compliance

with applicable environmental regulations On September 13 2012 the FPSC

approved Progress Energy Floridas
request

to seek cost
recovery through the

ECRC Progress Energy Florida anticipates that both converted units will be

placed in service by the end of 2013

Duke Energy Ohio

Capacity Rider Filing

On August 29 2012 Duke Energy Ohio filed an application with the

PUCO for the establishment of charge pursuant to Ohios state compensation

mechanism for capacity provided consistent with its obligations as Fixed

Resource Requirement FRR entity The application included request for

deferral authority and for new tariff to implement the charge The deferral

being sought is the difference between its costs and market-based prices for

capacity The requested tariff would implement charge to be collected via

rider through which such deferred balances will subsequently be recovered

24 parties moved to intervene Hearings have been set for April 2013 Under

the current procedural schedule Duke Energy Ohio expects an order in 2013

2012 Electric Rate Case

On July 2012 Duke Energy Ohio filed an application with the PUCO

for an increase in electric distribution rates of approximately $87 million On

average total electric rates would increase approximately 5.1% under the filing

The rate increase is designed to recover the cost of investments in projects

to improve reliability for customers and upgrades to the distribution system

Pursuant to stipulation in another case Duke Energy Ohio will continue

recovering its costs associated with grid modernization in separate rider

Duke Energy Ohio expects revised rates if approved to go into effect in

the first half of 2013

2012 Natural Gas Rate Case

On July 2012 Duke Energy Ohio filed an application with the PUCO

for an increase in natural gas distribution rates of approximately $45 million

On average total natural gas rates would increase approximately 6.6% under

the filing The rate increase is designed to recover the cost of upgrades to the

distribution system as well as environmental cleanup of manufactured gas

plant sites In addition to the
recovery

of costs associated with MGP sites the

rate request includes proposal for an accelerated service line replacement

program and new rider to recover the associated incremental cost The filing

also requests that the PUCO renew the rider recoveri of Duke Energy Ohios

accelerated main replacement program and grid modernization program

On January 2013 the PUCO Staff filed staff report recommending that

Duke Energy Ohio only be allowed to recover costs related to MGP sites which

are currently used and useful in the provision of natural gas distribution service

Duke Energy Ohio filed its objection to the staff
report on February 2013

Duke Energy Ohio expects revised rates if approved to go into effect in

thefirsthalf of 2013

Generation Asset Transfer

On April 2012 and amended on June 22 2012 Duke Energy Ohio and

various affiliated entities filed an Application for Authorization for Disposition

of Jurisdictional Facilities with FERC The application seeks to transfe from

Duke Energy Ohios rate-regulated Ohio utility company the legacy coal-fired

and combustion gas turbine assets to nonegulated affiliate consistent

with the ESP stipulation approved by the PUCO on November 22 2011 The

application outlines potential additional step in the reorganization that

would result in transfer of all of Duke Energy Ohios Commercial Power

business to an indirect wholly owned subsidiary of Duke Energy The process

of determining the optimal corporate
structure is an ongoing evaluation of

factors such as tax considerations that may change between now and the

transfer date In conjunction with the transfer Duke Energy Ohios capital

structure will be restructured to reflect appropriate debt and equity ratios for its

regulated Franchised Electric and Gas operations The transfer could instead be

accomplished within wholly owned nonregulated subsidiary of Duke Energy Ohio

depending on final tax structuring analysis The FERC approved the application on

September 2012 Duke Energy Ohio has agreed to transfer the legacy coal-fired

and combustion gas turbine assets on or before December 31 2014

Standard Service Offer 550

The PUCO approved Duke Energy Ohios current Electric
Security Plan ESP

on November 22 2011 The ESP effectively separates the generation of

electricity from Duke Energy Ohios retail load obligation and requires Duke

Energy Ohio to transfer its generation assets to nonregulated affiliate on

or before December 31 2014 The ESP includes competitive auctions for

electricity supply whereby the energy price is recovered from retail customers

As result Duke Energy Ohio now earns retail margin on the transmission and

distribution of electricity only and not on the cost of the underlying energy New

rates for Duke Energy Ohio went into effect for SSO customers on January

2012 The ESP also includes provision for non-bypassable stability

charge of $110 million per year to be collected from January 2012 through

December 31 2014

On January 18 2012 the PUCO denied
request for rehearing of its

decision on Duke Energy Ohios ESP filed by Columbus Southern Power and Ohio

Power Company
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Regional Transmission Organization Realignment

Duke Energy Ohio which includes its wholly
owned subsidiary Duke

Energy Kentucky transferred control of its transmission assets to effect

Regional Transmission Organization RTO realignment from MISO to PJM

effective December 31 2011

On December 16 2010 the FERC issued an order related to MISOs cost

allocation methodology surrounding Multi-Value Projects MVP type
of MISO

Transmission Expansion Planning MTEP project cost MISO expects that MVP

will fund the costs of large transmisson projects designed to bring renewable

generation from the upper Midwest tc load centers in the eastern portion of the

MISO footprint MISO approved MVP proposals with estimated project costs of

approximately $5.2 billion prior to the date of Duke Energy Ohios exit from MISC

on December 31 2011 These projects are expected to be undertaken by the

constructing transmission owners from 2012 through 2020 with costs recovered

through MISO over the useful life of the projects The FERC order did not clearly

and expressly approve MISOs apparent interpretation that withdrawing

transmission owner is obligated to pzy its share of costs of all MVP projects

approved by MISO up to the date of the withdrawing transmission owners

exit from MISO Duke Energy Ohio has historically represented approximately

five-percent of the MISO system Dupe Energy Ohio among other parties sought

rehearing of the FERC MVP order On October 21 2011 the FERC issued an

order on rehearing in this matter largely affirming its original
MVP order and

conditionally accepting MISOs compliance filing as well as determining that

the MVP allocation methodology is consistent with cost causation principles

and FERC precedent The FERC also reiterated that it would not prejudge any

settlement agreement between an RIO and withdrawing transmission owner

for fees that withdrawing transmission owner owes to the RIO The order

further states that any such fees that withdrawing transmission owner owes

to an RTO are matter for those
parties

to negotiate subject to review by the

FERC The FERC also ruled that Duke Energy Ohios challenge of MISOs ability

to allocate MVP costs to withdrawing transmission owner is beyond the

scope of the proceeding The order further stated that MISCs tariff withdrawal

language establishes that once cost responsibility for transmission upgrades is

determined withdrawing transmission owners retain any costs incurred prior

to the withdrawal date In order to preserve its rights Duke Energy Ohio filed

an appeal of the FERC order in the D.C Circuit Court of Appeals The case was

consolidated with appeals of the FERC order by other parties in the Seventh

Circuit Court of Appeals

On October 14 2011 Duke Energy Ohio filed an application with the

FERC to establish new wholesale customer rates for transmission service under

PJMs Open Access Transmission Tar if In this filing Duke Energy Ohio sought

recovery
of its legacy MTEP costs including MVP costs and submitted an

analysis showing that the benefits of the RTO realignment outweigh the costs to

the customers The new rates went into effect subject to refund on January

2012 Protests were filed by certain transmission customers On
April 24 2012

FERC issued an order in which it dereed
recovery

of legacy MTEP costs without

prejudice to the right of Duke Energy Ohio to make another filing including

more comprehensive cost-benefit analysis to support such
recovery

and set

the return on equity component of the rate for hearing Duke Energy Ohio has

entered into settlement agreement with the only remaining protester American

Municipal Power Inc AMP under which the return on equity will be set at

11.38% legacy MTEP costs will be recovered in rates and AMP will receive credit

equal to 75% of its share of the legacy MTEP costs The settlement agreement was

filed with the FERC on February 2012 and requires FERC approval

On December 29 2011 MISO lIed with FERC Schedule 39 to MISCs

tariff Schedule 39 provides for the allocation of MVP costs to withdrawing

owner based on the owners actual transmission load after the owners

withdrawal from MISO or if the owner fails to report such load based on the

owners historical usage in MISC assuming annual load growth On January 19

2012 Duke Energy Ohio filed with FERC protest of the allocation of MVP

costs to them under Schedule 39 On February 27 2012 the FERC accepted

Schedule 39 as just
and reasonable basis for MISC to charge for MVP costs

transmission owner that withdraws from MISO after January 2012 The FERC

set for hearing whether MISOs proposal to use the methodology in Schedule 39

to calculate the obligation of transmission owners who withdrew from MISC

prior to January 2012 such as Duke Energy Ohio to pay for MVP costs is

consistent with the MVP-related withdrawal obligations in the tariff at the time

that they withdrew from MISC and if not what amount of and methodology for

calculating any MVP cost responsibility should be

On March 28 2012 Duke Energy Ohio filed request
for

rehearing
of

FERCs February 27 2012 order on MISCs Schedule 39 On December 19

2012 the FERC Trial Staff submitted testimony in the Schedule 39 hearing

proceeding in which its witness stated his opinion that Duke Energy Ohio should

not be liable for any MVP costs The role of the FERC Trial Staff is to act as an

independent party in the proceeding it has no judicial authority The hearing has

been scheduled for April 2013

On December 31 2011 Duke Energy Ohio recorded liability for 4ts

MISO exit obligation and share of MTEP costs excluding MVP of approximately

$110 million This liability was recorded within Other in Current liabilities

and Other in Deferred credits and other liabilities on Duke Energy Ohios

Consolidated Balance Sheets.upon exit from MISO on December 31 2011

Approximately $74 million of this amount was recorded as regulatory asset

while $36 million was recorded to Operation maintenance and other in Duke

Energy Ohios Consolidated Statements of Operations and Comprehensive

Income In addition to the above amounts Duke Energy Ohio may also be

responsible
for costs associated with MISC MVP projects Duke Energy Ohio is

contesting its obligation to pay for such costs However depending on the final

outcome of this matter Duke Energy Ohio could incur material costs associated

with MVP projects which are not reasonably estimable at this time Regulatory

accounting treatment will be pursued for any costs incurred in connection with

the resolution of this matter

The following table provides reconciliation of the beginning and ending

balance of Duke Energy Ohios recorded obligations related to its withdrawal

from MISC

Balance at Balance at

December 31 Provision Cash December 31

in millions 2011
Adlustments__Reductions

2012

Duke Energy
Ohio

Duke Energy Indiana

Edwardsport IGCC Plant

$110 $5 $18 $91

On November 20 2007 the IURC issued an order granting Duke Energy

Indiana CPCN for the construction of 618 MW IGCC power plant at Duke

Energy Indianas Edwardsport Generating Station in Knox County Indiana with

cost estimate of $1985 billion and 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 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 2008 Duke Energy Indiana filed its first semi-annual 10CC 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
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new cost estimate for the IGCC project
of $2.35 billion including $125 million

of AFUDC and for approval of plans to study carbon capture
as required by

the IURCs CPCN order On January 2009 the IURC approved Duke Energy

Indianas request including the new cost estimate of $2.35 billion and cost

recovery
associated with study on carbon capture On November 2008 and

May 2009 Duke Energy Indiana filed its second and third semi-annual 10CC

riders respectively
both of which were approved by the IURC in full

On November 24 2009 Duke Energy Indiana filed petition
for its fourth

semi-annual IGCC rider and ongoing review proceeding with the IURC As

Duke Energy Indiana experienced design modifications quantity
increases and

scope growth above what was anticipated
from the preliminary engineering

design capital costs to the 10CC project
were anticipated to increase 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 $150 million excluding the impact associated with the need

to add more contingency Duke Energy Indiana did not request approval of an

increased cost estimate in the fourth semi-annual update proceeding rather

Duke Energy Indiana requested and the IURC approved subdocket proceeding

in which Duke Energy Indiana would present
additional evidence regarding an

updated estimated cost for the 10CC project
and in which more comprehensive

review of the 10CC project could occur The evidentiary hearing
for the fourth

semi-annual update proceeding was held April 2010 and an interim order

was received on July 28 2010 The order approved the implementation of an

updated 0CC rider to recover costs incurred through September 30 2009 The

approvals were on an interim basis pending the outcome of the sub-docket

proceeding involving the revised cost estimate as discussed further below

On April 16 2010 Duke Energy Indiana filed revised cost estimate

for the 10CC project reflecting an estimated cost increase of $530 million

Duke Energy Indiana requested approval of the revised cost estimate of

$2.88 billion including $160 million of AFUDC and for continuation of the

existing cost recovery treatment major driver of the cost increase included

quantity
increases and design changes which impacted the scope productivity

and schedule of the 10CC project On September 17 2010 an agreement

was reached with the Indiana Office of Utility Consumer Counselor OUCC

Duke Energy Indiana Industrial Group and Nucor Steel Indiana to increase

the authorized cost estimate of $2.35 billion to $2.76 billion and to cap the

projects costs that could be passed on to customers at $2975 billion Any

construction cost amounts above $2.76 billion would be subject
to prudence

review similar to most other rate base investments in Duke Energy Indianas

next general
rate increase request

before the IURC Duke Energy Indiana

agreed to accept 150 basis point reduction in the equity
return for any project

construction costs greater
than $2.35 billion Additionally Duke Energy Indiana

agreed not to file for general
rate case increase before March 2012 Duke

Energy Indiana also agreed to reduce depreciation
rates earlier than would

otherwise be required and to forego deferred tax incentive related to the 10CC

project
As result of the settlement Duke Energy Indiana recorded pre-tax

charge to earnings of approximately $44 million in the third quarter of 2010

to reflect the impact of the reduction in the return on equity The charge is

recorded in Impairment charges on the Consolidated Statements of Operations

and Comprehensive Income The IIJRC convened technical conference on

November 2010 related to the continuing
need for the Edwardsport 10CC

facility
On December 2010 the parties to the settlement withdrew the

settlement agreement to provide an opportunity
to assess whether and to

what extent the settlement agreement remained reasonable allocation of

risks and rewards and whether modifications to the settlement agreement

were appropriate Management determined that the approximate $44 million

charge discussed above was not impacted by the withdrawal of the settlement

agreement

During 2010 Duke Energy Indiana filed petitions
for its fifth and sixth

semi-annual IGCC riders Evidentiary hearings were held on April 24 2012 and

April 25 2012

The CAC Sierra Club Inc Save the Valley Inc and Valley Watch Inc

filed motions for two subdocket proceedings alleging improper communications

undue influence fraud concealment and gross mismanagement and request

for field hearing in this proceeding Duke Energy Indiana opposed the requests

On February 25 2011 the IURC issued an order which denied the request for

subdocket to investigate the allegations of improper communications and undue

influence at this time finding there were other agencies better suited for such

investigation
The IURC also found that allegations of fraud concealment and

gross mismanagement related to the 10CC project
should be heard in Phase II

proceeding of the cost estimate subdocket and set evidentiary hearings on

both Phase cost estimate increase and Phase II beginning in August 2011

After procedural delays hearings began on Phase on October 26 2011 and on

Phase II on November 21 2011

On March 10 2011 DuKe Energy Indiana filed testimony with the IURC

proposing framework designed to mitigate
customer rate impacts associated

with the Edwardsport 10CC project
Duke Energy Indianas filing proposed

cap on the projects construction costs excluding financing costs which

can be recovered through rates at $2.72 billion It also proposed rate-related

adjustments that would lower the overall customer rate increase related to the

project
from an average of 19% to approximately

16%

On June 27 2011 Duke Energy Indiana filed testimony with the IURC in

connection with its seventh semi-annual rider request which included an update

on the current cost forecast of the Edwardsport 10CC project
The updated

forecast excluding AFUDC increased from $2.72 billion to $2.82 billion not

including any contingency for unexpected start-up events On June 30 2011

the OUCC and intervenors filed testimony in Phase recommending that

Duke Energy Indiana be disallowed cost recovery
of any of the additional cost

estimate increase above the previously approved cost estimate of $2.35 billion

Duke Energy Indiana filed rebuttal testimony on August 2011

In the subdocket proceeding on July 14 2011 the OUCC and certain

intervenors filed testimony in Phase II alleging that Duke Energy Indiana

concealed information and grossly
mismanaged the project

and therefore

Duke Energy Indiana should only be permitted
to recover from customers

$1985 billion the original 10CC project cost estimate approved by the IURC

Other intervenors recommended that Duke Energy Indiana not be able to rely

on any cost recovery granted under the CPCN or the first cost increase order

Duke Energy Indiana believes it has diligently and prudently managed the

project On September 2011 Duke Energy defended against the allegations

in its responsive testimony The OUCC and intervenors filed their final rebuttal

testimony in Phase II on or before October 2011 making similar claims of

fraud concealment and gross
mismanagement and recommending the same

outcome of limiting Duke Energy Indianas recovery
to the $1985 billion initial

cost estimate Additionally
the CAC recommended that recovery

be limited to

the costs incurred on the 10CC project as of November 30 2009 with further

IURC proceedings to be held to determine the financial consequences of this

recommendation As of November 30 2009 Duke Energy Indiana estimated it

had committed costs of $1.6 billion

On October 19 2011 Duke Energy Indiana revised its prolect cost

estimate from approximately $2.82 billion excluding financing costs to

approximately $2.98 billion excluding financing costs The revised estimate

reflects additional cost pressures resulting from quantity increases and

the resulting impact on the scope productivity
and schedule of the IGCC

project Duke Energy Indiana previously proposed to the IURC cost cap of

approximately $2.72 billion plus the actual AFUDC that accrues on that amount

As result Duke Energy Indiana recorded pre-tax impairment charge of
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approximately $222 million in the third
quarter of 2011 related to costs expected

to be incurred above the cost cap This charge is in addition to the previous

pre-tax impairment charge relateil to the Edwardsport project discussed above

and is recorded in Impairment charges on the Consolidated Statements of

Operations and Comprehensive Income

On November 30 2011 Duke Energy Indiana filed
petition with the IURC

in connection with its eighth semi -annual rider
request for the Edwardsport

IGCC project Evidentiary hearings for the seventh and eighth semi-annual rider

requests were held on August 2012 and August 2012
Phase and Phase II

hearings concluded on January 24 2012 The CAC has

filed repeated requests for the IURC to consider issues of
ethics undue influence

due process violations and appearance of
impropriety The IURC denied the most

recent motion in March 2012 In
April 2012 the CACfileda motion

requesting the

IURC to
certify questions of law for appeal regarding allegations of fraud on the

commission and due process violations This motion was denied

On April 30 2012 Duke Energy Indiana entered into settlement

agreement with the OUCC the Duke Energy Indiana Industrial Group and Nucor

Steel-Indiana on the cost increase for construction of the Edwardsport IGCC

plant including both Phase and Phase II of the subdocket Pursuant to the

agreement there would be cap on costs to be reflected in customer rates

of $2595 billion including estimated
financing costs through June 30 2012

Pursuant to the agreement Duke Energy Indiana would be able to recover

additional financing costs until Noember 30 2012 and 85% of
financing costs

that accrue thereafter Duke Energy Indiana also agreed not to
request retail

electric base rate increase prior to March 2013 with rates in effect no earlier

than April 2014 As result of the agreement Duke Energy Indiana recorded

pre-tax impairment and other charges of approximately $420 million in the

first quarter of 2012
Approximately $400 million is recorded in Impairment

charges and the remaining approximately $20 million is recorded in Operation

maintenance and other on Duke Energys Consolidated Statement of Operations
and in Duke Energy Indianas Consclidated Statements of Operations and

Comprehensive Income The $20 million recorded in Operation maintenance

and othe is attributed to legal fees Duke Energy Indiana will be responsible

for on behalf of certain
intervenors as well as funding for low income energy

assistance as required by the settlement agreement These charges are in

addition to previous pre-tax impairnient charges related to the Edwardsport

IGCC project as discussed above

The CAC Sierra Club Indiana chapte Save the
Valley and Valley Watch

filed testimony in opposition to the April 30 2012 settlement agreement

contending the agreement should not be approved and that the amount of

costs recovered from customers should be less than what the settlement

agreement provides potentially even zero In addition to
reiterating their prior

concerns with the Edwardsport IGCC project the intervenors noted above also

contend new settlement terms should be added to
mitigate carbon emissions

conditions should be added
prior to the plant being declared in-service and the

IURC should consider their allegations of undue influence Duke Energy Indiana

the Industrial Group and the OUCC filed rebuttal testimony supporting the

settlement as reasonable and in the public interest An evidentiary hearing on

the settlement agreement concluded on July 19 2012
Post-hearing briefing has

been completed

On June 2012 Duke Energy Indiana filed
petition with the IURC in

connection with its ninth semi-annual rider request for the Edwardsport IGCC

project An
evidentiary hearing for the ninth semi-annual rider

request was

January 15 2013

On October 30 2012 Duke Energy Indiana revised its
project cost

estimate from approximately $2.98 bllion excluding financing costs to

approximately $3154 billion excluding financing costs and revised the

prolected in-service date from the first quarter of 2013 to the second quarter

of 2013 The revised estimate is due
primarily to lower than

projected

revenues from test output and delays due to more extensive testing conditions

As result Duke Energy Indiana recorded pre-tax impairment charge of

approximately $180 million in the third quarter of 2012 related to costs expected

to be incurred above the cost cap proposed in the settlement agreement filed

in April 2012 as discussed above This amount is in addition to
previous

pre-tax impairment charges related to the Edwardsport IGCC project and is

recorded in Impairment charges on Duke Energys Consolidated Statements of

Operations and Duke Energy Indianas Consolidated Statements of Operations

and Comprehensive Income

On December 27 2012 the IURC approved the settlement agreement
finalized in April 2012 as discussed above between Duke Energy Indiana
the OUCC the Duke Energy Indiana Industrial Group and Nucor Steel Indiana

on the cost increase for the construction of the project This order resolves all

subdocket issues in Phase and Phase II of the proceeding The settlement

agreement as approved caps costs to be reflected in customer rates at

$2595 billion including estimated AFUDC
through June 30 2012 Duke Energy

Indiana was allowed to recover AFUDC after June 30 2012 until customer rates

are revised with such
recovery decreasing to 85% on AFUDC accrued after

November 30 2012

The IURC modified the settlement agreement as previously agreed to by

the parties to require the Duke Energy Indiana to credit customers $31 million

for cost control incentive payments which the IURC found to be unwarranted as

result of delays that arose from project cost overruns and ii provide that if

the Duke Energy Indiana should recover more than the project costs absorbed

by Duke Energys shareholders through litigation any surplus must be returned

to the Duke Energy Indianas ratepayers On December11 2012 Duke Energy

Indiana filed an arbitration action against General Electric Company General

Electric and Bechtel Corporation Bechtel in connection with their work at the

Edwardsport IGCC
facility Duke Energy Indiana is seeking damages of not less

than $560 million Duke Energy cannot predict the outcome of this matter

The CAC Sierra Club Indiana chapter Save the Valley and
Valley Watch

have appealed the IURC order approving the Settlement Agreement to the

Indiana Court of Appeals No
briefing schedule has been set

Also on December 27 2012 the IURC issued orders on the fifth sixth

seventh and eighth IGCC riders concluding those proceedings In the eighth

IGCC rider order the IURC approved construction work in process recovery on

the settlement agreements hard cost cap amount of $2.595 billion

The
project is scheduled to be in commercial operation in mid-2013

Additional updates to the cost estimate could occur through the completion of

the plant

Duke Energy Indiana Storm Cost Deferrals

On
July 14 2010 the IURC approved Duke Energy Indianas deferral

of $12 million of retail jurisdictional storm expense until the next retail rate

proceeding This amount
represents portion of costs associated with

January 27 2009 ice storm which damaged Duke Energy Indianas distribution

system On August 12 2010 the OUCC filed notice of appeal with the IURC
On December 2010 the IURC issued an order reopening this proceeding for

review in consideration of the evidence presented as result of an internal audit

performed as part of an IURC investigation of Duke Energy Indianas hiring of

an
attorney from the IURC staff which resulted in the IURCs termination of the

employment of the Chairman of the IURC The audit did not find that the order

conflicted with the staff
report however it did note that the staff report offered

no specific recommendation to either approve or deny the requested relief and

that the original order was appealed On October 19 2011 the IURC issued

an order denying Duke Energy Indiana the right to defer the storm expense
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discussed above On December 29 2012 the Indiana Court of Appeals upheld

the IURCs decision to deny recovery
of the storm costs

Phase Environmental Compliance Proceeding

On June 28 2012 Duke Energy Indiana filed with the IURC plan
for

the addition of certain environmental pollution control projects on several of

its coal-fired generating
units in order to comply with existing and proposed

environmental rules and regulations
The plan calls for combination of

selective catalytic reduction systems dry sorbent injection systems for SO3

mitigation activated carbon injection systems and/or mercury re-emission

chemical injection systems The capital costs are estimated at $395 million

excluding AFUDC Duke Energy Indiana also indicated that it preliminarily

anticipates
the retirement of Wabash River Units through in 2015 and is still

evaluating future equipment additions or.retirement of Wabash River Unit An

evidentiary hearing was held January 2013 through January 2013 with an

order expected in the second quarter
of 2013

Other Regulatory Matters

Progress Energy Merger HCUC Investigation

On July 2012 the NCUC issued an order initiating investigation
and

scheduling hearings addressing the timing of the Duke Energy Board of Directors

decision on July 2012 to replace William johnson with James Rogers

as President and Chief Executive Officer CEO of Duke Energy as well as other

related matters

Pursuant to the merger agreement William Johnson Chairman

President and CEO of Progress Energy became President and CEO of Duke

Energy and James Rogers Chairman President and CEO of Duke Energy

became Executive Chairman of Duke Energy upon close of the merger

Mr Johnson subsequently resigned as the President and CEO of Duke Energy

effective July
2012 and Mr Rogers was appointed to be CEO

On November 29 2012 Duke Energy reached settlement agreement

with the NCUC and the North Carolina Public Staff regarding the investigations

discussed above Pursuant to the settlement agreement Duke Energy agreed

to number of terms the most notable of which are Duke Energy will

maintain at least 1000 employees in Raleigh North Carolina for at least five

years from date of the settlement agreement ii Duke Energy will guarantee an

additional $25 million in fuel and fuel-related cost savings for Duke Energys

North Carolina retail customers iii Duke Energy will contribute an additional

$5 million to workforce development and low-income assistance in North

Carolina iv Duke Energy Carolinas will defer filing general
rate case in North

Carolina until February 2013 and Duke Energy will make various changes

in management and Board members which includes CEO James Rogers

retirement no later than December 31 2013 On December 32012 the NCUC

approved the settlement agreement between Duke Energy the NCUC and the

North Carolina Public Staff The settlement agreement resolves all matters

related to the NCUC investigation

Duke Energy has also been contacted by the SEC to explain the

circumstances surrounding the NCUC Investigation and shareholder lawsuits

in connection with the closing of the merger with Progress Energy See Note for

discussion of shareholder litigation meeting was held with the SEC staff in late

October Duke Energy
intends to continue to assist the SEC staff as they request

Progress Energy Merger North Carolina Department of Justice

NCDOJ Investigations Duke Energy also received an Investigative
Demand

issued by
the NCDOJ on July 2012 requesting

the production
of certain

documents related to the issues which were also the subject of the NCUC

Investigation discussed above Duke Energys responses to these requests were

submitted on August 2012 On August 2012 the NCUC engaged the law firm

of Jenner Block to conduct an investigation of these matters On December

2012 Duke Energy reached settlement agreement with the NCDOJ

Joint Dispatch Agreement JDA On June 29 2012 and July 2012

the NCUC and the PSCSC respectively approved the JDA between Duke Energy

Carolinas and Progress Energy Carolinas The JDA provides for joint dispatch

of the generating facilities of both Duke Energy Carolinas and Progress Energy

Carolinas for the purpose of reducing the cost of serving the native loads of

both companies As set forth in the JDA Duke Energy Carolinas will act as the

joint dispatcher on behalf of both Duke Energy Carolinas and Progress Energy

Carolinas As joint dispatcher Duke Energy Carolinas will direct the dispatch

of both Duke Energy Carolinas and Progress Energy Carolinas power supply

resources determine payments between the parties for the purchase and sale

of energy between Duke Energy Carolinas and Progress Energy Carolinas and

calculate and allocate the fuel cost savings to the parties
The JDA is subject

to

review by the PSCSC after one year Refer to Note 14 for further discussion

Planned and Potential Coal Plant Retirements The Subsidiary

Registrants periodically file Integrated Resource Plans IRP with their state

regulatory commissions The lRPs provide view of forecasted energy needs

over long term 15-20 years and options being considered to meet those

needs The IRPs filed by the Subsidiary Registrants
in 2012 and 2011 included

planning assumptions to potentially
retire by 2015 certain coal-fired generating

facilities in North Carolina South Carolina Indiana and Ohio that do not have

the requisite emission control equipment primarily to meet Environmental

Protection Agency EPA regulations
that are not yet

effective Additionally

management is considering
the impact pending environmental regulations might

have on certain coal-fired generating
facilities in Florida

The table below contains the net carrying
value of generating

facilities

planned for early retirement or being
evaluated for potential

retirement included

in Property plant
and equipment net on the Consolidated Balance Sheets In

addition to the amounts presented below Progress Energy Carolinas and Duke

Energy Indiana have $128 million and $61 million respectively of net carrying

value related to previously
retired generation

facilities included in Regulatory

assets on their Consolidated Balance Sheets

December 31 2012

Progress Progress
Duke Duke

Duke Duke Energy Energy Energy Energy Energy

in millions Energy
Carolinasib Carolinasa Floridaw Ohio10 lndiana

Capacity in MW 3954 910 515 813 928 668

Remaining net

book valve

in millionsY1 428 $106 $63 $115 $12 $132

Included in Property plant and equipment net as of December 31 2012 on the Consolidated Balaoce

Sheets unless otherwise noted

fbI Includes niverbend Units threugh Lee Units and and Buck Units and Duke Energy Carolinas

has committed to retire 1661 MW in coniunction with Cliftside air permit settlement of which 587 MW

have already been retired as of December 31 2012 Duke Energy Carolinas plans to retire 710 MW for the

Riverbend Unito thoogh sod Buck Units and effective April 2013 Encludeo 170 MW Lee Unit

that is eopected to be concerted to gas in 2014 The Lee Unit conversion will be considered retirement

toward meeting the 1667 MW retirenlent
commitment

ci Includes Sutton Station which is eepecteoi lobe retired by the end of 2013

dl Includes Crystal Ricer Units and

ci Net book value of Duke Energy Carolinas Bock Unito and 6sf $73 million and Progress Energy

Carolinas Sutton Station of $63 million is
included in Generation facilities to be retired net on the

Cunsolidated Balance Sheets at December 31 2012

It lncludeo Beckjord Station Units threugh and Miami Fort Unit Beckjnrd has no remaining
bvok value

Bockjerd Unit was retired May 2012

lg Includes Wabash River Units through
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Duke Energy continues to evaluate the potential need to retire these

coal-fired
generating facilities earlier than the current estimated useful lives

and plans to seek regulatory recovery for amounts that would not be otherwise

recovered when any of these assets are retired Howeve such recovery

including recovery of carrying costs on remaining book values could be subject

to future
regulatory approvals and therefore cannot be assured

COMMITMENTS AND CONTINGENCIES

General Insurance

The Duke Energy Registrants have insurance and reinsurance coverage

either directly or through indemnification from Duke Energys captive insurance

company Bison and its affiliates consistent with companies engaged in

similar commercial operations with similar type properties The Duke Energy

Registrants coverage includes commercial general liability coverage for

liabilities
arising to third parties for

bodily injury and
property damage resulting

from the Duke Energy Registrants operations ii workers compensation

liability coverage to statutory limits iii automobile liability coverage for

all owned non-owned and hired vehicles covering liabilities to third parties

for
bodily injury and

property damage iv insurance policies in support of

the indemnification
provisions of the Duke Energy Registrants by-laws and

property coverage for all real and
personal property damage excluding

electric transmission and distribution lines including damages arising
from

boiler and machinery breakdowns earthquake flood damage and extra expense

but not outage or replacement power coverage All coverage is subject to

certain deductibles or retentions sublimits terms and conditions common for

companies with similar types of operations

The Duke Energy Registrants self-insure their transmission and

distribution lines
against loss due to storm damage and other natural disasters

As discussed further in Note Progress Energy Florida maintains storm

damage reserve and has
regulatory mechanism to recover the cost of named

storms on an expedited basis

The cost of the Duke Energy Registrants coverage can fluctuate year to

year reflecting any changing claims
history and conditions of the insurance and

reinsurance markets

In the event of loss the terms and amount of insurance and reinsurance

available might not be adequate to cover claims and other expenses incurred

Uninsured losses and other expenses to the extent not recovered by other

sources could have material effect on the Duke Energy Registrants results of

operations cash flows or financial position Each company is responsible to the

extent losses may exceed limits of the coverage available

Nuclear Insurance

Nuclear insurance includes nuclear liability coverage property

decontamination and premature decommissioning coverage and replacement

power expense coverage

Duke Energy Carolinas owns and operates the McGuire Nuclear Station

McGuire and the Oconee Nuclear Station Oconee and operates and has

partial ownership interest in the Catawba Nuclear Station Catawba McGuire

and Catawba each have two nuclear reactors and Oconee has three The other

joint owners of Catawba reimburse Duke Energy Carolinas for certain expenses

associated with nuclear insurance
per the Catawba joint owner agreements

Progress Energy Carolinas owns and
operates the Robinson Nuclear

Station Robinson and operates and has partial ownership interest in the

Brunswick Nuclear Station Brunswick and Harris Robinson and Harris each

have one nuclear reactor and Brunswick has two The other joint owners of

Brunswick and Harris reimburse
Progress Energy Carolinas for certain expenses

associated with nuclear insurance per the Brunswick and Harris joint owner

agreements

Progress Energy Florida has
partial ownership interest in Crystal River

Unit The other
joint owners of

Crystal River Unit reimburse
Progress Energy

Florida for certain expenses associated with nuclear insurance
per

the
Crystal

River Unit
joint owner

participation agreement Due to the planned retirement

of Crystal River Unit Progress Energy Florida and the other joint owners will

evaluate appropriate nuclear insurance adjustments

Nuclear Liability Coverage

The Price-Anderson Act
requires owners of nuclear reactors to

provide

for public nuclear
liability protection per nuclear incident up to maximum

total financial
protection liability The maximum total financial protection

liability which is
currently $12.6 billion is subject to an inflationary provision

adjustment every five years Total nuclear
liability coverage consists of

combination of
private primary nuclear liability insurance coverage and

mandatory industry risk-sharing program to provide for excess nuclear liability

coverage above the maximum reasonably available
private primary coverage

There is possibility that Congress could impose revenue-raising measures on

the nuclear industry to pay claims

Primay Nuclear
Liability Insurance

Duke Energy Carolinas Progress Energy Carolinas and Progress Energy

Florida have purchased the maximum reasonably available private primary

nuclear
liability insurance as required by law which

currently is $375 million

per station

Excess Nuclear Liability Program

This program provides $12.2 billion of coverage per
incident through the

Price-Anderson Acts 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 $117.5 million

per licensed commercial nuclear reactor There are currently 104 licensed

commercial nuclear reactors in the industry This would be increased
by

$117.5 million for each additional commercial nuclear reactor licensed or

reduced by $117.5 million for nuclear reactors no longer operational and which

may be exempted from the risk pooling program Under this program licensees

could be assessed retrospective premiums to compensate for
public nuclear

liability damages in the event of nuclear incident at any licensed
facility in

the U.S If such an incident should occur and
public nuclear liability damages

exceed primary nuclear liability insurance licensees may be assessed up to

$117.5 million for each of their licensed reactors payable at rate not to exceed

$17.5 million year per licensed reactor for each incident The assessment and

rate are subject to indexing for inflation and may be subject to state premium

taxes The Price-Anderson Act provides for an inflation adjustment at least every

five years with the last adjustment effective October 2008

Nuclear Property Coverage

Duke Energy Carolinas Progress Energy Carolinas and Progress Energy

Florida are members of NEIL which provides property and accidental outage

insurance coverage for nuclear facilities under three
policy programs the

primary property insurance program the excess property insurance
program and

the accidental outage insurance program
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Pursuant to regulations of the NRC each companys property damage

insurance policies provide that all proceeds from such insurance be applied

first to place the plant in safe and stable condition after qualifying accident

and second to decontaminate the plant before any proceeds can be used for

decommissioning plant repair or restoration

Losses resulting from non-certified acts of terrorism are covered as

common occurrences such that if non-certified terrorist acts occur against one or

more commercial nuclear power plants insured by NEIL within 12 month period

they would be treated as one event and the owners of the plants
where the act

occurred would share one full limit of liability The full limit of liability is currçntly

$3.2 billion Effective April 2013 NEIL will sublimit the total aggregate for all of

their policies for non-nuclear terrorist events to approximately $1.83 billion

In the event of loss the terms and 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 material effect on Duke Energy Carolinas Progress

Energy Carolinas and Progress Energy Floridas results of operations cash

flows or financial position Each company is responsible to the extent losses

may exceed limits of the coverage available

Primary Property Insurance

This policy provides $500 million of primary property damage coverage

with $2.5 million deductible
per occurrence obligation for Duke Energy

Carolinas nuclear facilities and with $10 million deductible per occurrence

obligation for each Progress Energy Carolinas and Progress Energy Floridas

nuclear facilities

Excess Property Insurance

For Duke Energy Carolinas this policy provides excess property

decontamination and decommissioning liability insurance of $2.25 billion for

Catawba and $1 billion each for Oconee and McGuire Oconee and McGuire also

share an additional $1 billion insurance limit above their dedicated $1 billion

underlying excess This shared additional excess $1 billion limit is not subject to

reinstatement in the event of loss

For Progress Energy Carolinas this policy provides excess property

decontamination and decommissioning liability insurance with limits of

$750 million on Brunswick Harris and Robinson For Progress Energy Florida

this policy provides excess property decontamination and decommissioning

liability insurance with limits of $750 million on Crystal River Unit Progress

Energy Carolinas nuclear stations and Progress Energy Floridas nuclear

station also share an additional $1 billion insurance limit above their dedicated

$750 million underlying excess This shared additional excess $1 billion limit is

not subject to reinstatement in the event of loss

Effective April 2013 NElL will sublimit property damage losses to

$1.5 billion for non-nuclear accidental property damage

Accidental Outage Insurance

This policy provides replacement power expense coverage resulting from

an accidental
property damage outage of nuclear unit

Duke Energy Carolinas McGuire and Catawba units are each insurqd

for up to $3.5 million per week and the Oconee units are insured for up to

$2.8 million per week Coverage amounts decrease in the event more than one

unit at station is out of service due to common accident Initial coverage

begins after 12-week deductible period for Catawba and 26-week deductible

period for McGuire and Oconee and continues at 100 percent of the weekly

limits for 52 weeks and 80 percent of the weekly limits for the next 110 weeks

The
per

accidental outage McGuire and Catawba
policy

limit is $490 million and

the Oconee policy limit is $392 million

Progress Energy Carolinas Brunswick Harris and Robinson units are each

insured for up to $3.5 million
per

week Initial coverage begins after 12-week

deductible period and continues at 100 percent of the weekly limits for 52 weeks

and at 80 percent of the weekly limits for the next 110 weeks The
per

accidental

outage policy limit is $490 million Coverage amounts decrease in the event

more than one unit at station is out of service due to common accident

Progress Energy Floridas Crystal River Unit is insured for up to

$4.5 million per week Initial coverage begins after 12-week deductible

period and continues at 100 percent of the weekly limits for 52 weeks and at

80 percent of the weekly limits for the next 71 weeks The
per

accidental outage

policy limit is $490 million

Effective April 12013 NElL will sublimit the accidental outage recovery

to approximately $328 million for non-nuclear accidental property damage

Potential Retroactive Premium Assessments

In the event of NEIL losses NEILs Board of Directors may assess member

companies retroactive premiums of amounts up to 10 times their annual

premiums The current potential maximum assessments for Duke Energy

Carolinas are primary property
insurance for $45 million excess property

insurance for $42 million and accidental outage insurance for $22 million

The current potential maximum assessments for
Progress Energy Carolinas

are primary property insurance for $27 million excess property insurance

for $32 million and accidental outage insurance for $19 million The current

potential maximum assessments for Progress Energy Florida are primary

property insurance for $11 million excess property insurance for $10 million

and accidental outage insurance for $6 million

The maximum assessment amounts include 100 percent of Duke Energy

Carolinas Progress Energy Carolinas and Progress Energy Floridas potential

obligations to NEIL for their share of jointly owned reactors Howeve the other

joint owners of the jointly owned reactors are obligated to assume their pro rata

share of liability for retrospective premiums and other premium assessments

resulting from the Price-Anderson Acts excess secondary financial protection

program of risk pooling or from the NEIL policies

Environmental

Duke Energy is
subject to international federal state and local regulations

regarding air and wate quality hazardous and solid waste disposal and other

environmental matters The Subsidiary Registrants are subject to federal state

and local regulations regarding air and water quality hazardous and solid waste

disposal
and other environmental matters These regulations can be changed

from time to time imposing new obligations on the Duke Energy Registrants

The following environmental matters impact all of the Duke Energy

Registrants

Remediation Activities

The Duke Energy Registrants are responsible for environmental

remediation at various contaminated sites These include some properties

that are part of ongoing operations and sites formerly owned or used by Duke

Energy entities In some cases the Duke Energy Registrants no longer own

the property These sites are in various stages of investigation remediation

and monitoring Managed in conjunction with relevant federal state and
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local agencies activities vary with site conditions and locations remediation

requirements complexity
and

sharing
of responsibility If remediation activities

involve joint and several liability prov sions strict liability or cost recovery

or contribution actions the Duke Energy Registrants could potentially be held

responsible for contamination caused by other parties In some instances the

Duke Energy Registrants may share liability associated with contamination

with other potentially responsible parties
and may also benefit from insurance

policies or contractual indemnities that cover some or all cleanupcosts All of

these sites generally are managed as part of business or affiliate operations

The Duke Energy Registrants continually assess the nature and extent of

known or potential environmentally related contingencies and record liabilities

when losses become probable and are reasonably estimable The Duke Energy

Registrants have accrued costs associated with remediation activities at some

of their current and former sites for tIre stages of investigation remediation

and monitoring that can be reasonably estimated as well as other relevant

environmental contingent liabilities At this time the Duke Energy Registrants

cannot estimate the total costs that may be incurred in connection with the

remediation of all stages of all sites because the extent of environmental impact

allocation among potentially responsible parties remediation alternatives and

or regulatory
decisions have not yet been determined It is anticipated that

additional costs which could be material associated with remediation activities

at certain sites will be incurred in the future Costs associated with remediation

activities within the Duke Energy Registrants operations are typically expensed

as Operation maintenance and other unless regulatory recovery
of the costs is

deemed probable

The following table contains information regarding reserves for

probable and estimable costs related to the Duke Energy Registrants various

environmental sites These amounts are recorded in Other within Deferred

Credits and Other Liabilities on the Duke Energy Registrants Consolidated

Balance Sheets

in nollionsl

Balance at December 31 2009

Provisions adjustments

Cash reductions

Balance at December 31 2010

Provisions adjustments

Cash reductions

Balance at December 31 2011

Provisions adjustments

Cash reductions

Balance at December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

Energy Carolinas Energy Carolinas Florida Ohio Indiana

$65 $13 $42 $13 $29 $20 $15

31 21 18 39

14 28 24

88 13 35 12 23 50 11

10

33 22 20 27

61 12 23 11 12 28

39 19 14

25 18

$15 $12 $33 $14 $19 $15 $8

The Duke Energy Registrants
accruals relate to certain former

manufactured gas plants MGP and other sites that have required or are

anticipated to require investigation and/or remediation The Duke Energy

Registrants could incur additional losses in excess of their recorded reserves for

the stages of investigation remediation and monitoring
for their environmental

sites that can be reasonably estimated at this time The maximum amount of the

range for all stages of the Duke Energy Registrants environmental sites cannot

be determined at this time Actual exerience may differ from current estimates

and it is probable that estimates will continue to change in the future

In 2012 Progress Energy Carolinas received approval from the North

Carolina Department of Environment and Natural Resources of the remedial

action plan for its remaining MGP site Progress Energy Carolinas has accrued

the estimated cost for this remedial action plan

At December 31 2012 Progress Energy Floridas accrual primarily relates

to an MGP site located in Orlando Florida In 2012 the potentially responsible

parties received estimates for range of viable remedial approaches for the first

phase of the Orlando MGP site Progiess Energy Florida has accrued its best

estimate of its obligation for the first phase of the Orlando MGP site based on

current estimates for the remedial approach considered to have more merit and

its current allocation share The viable remedial approaches and related costs

for the second phase at the Orlando MGP site have not been determined

Duke Energy Ohio has receivec an order from the PUCO to defer the

costs incurred for probable and estimable costs related to environmental sites

Recovery of those costs is being sought in Duke Energy Ohios natural gas

distribution rate case as discussed iii Note

The additional losses in excess of their recorded reserves that the Duke

Energy Registrants could incur for the stages of investigation remediation and

monitoring for their environmental sites that can be reasonably estimated at this

time are presented in the table below

in millions

Duke Energy
$92

Duke Energy Carolinas 28

Progress Energy

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio 51

Duke Energy Indiana

_____________

Clean Water Act 316b

The EPA published its proposed cooling water intake structures rule on

April 20 2011 The proposed rule advances one main approach and three

alternatives The main approach establishes aquatic protection requirements

for exising facilities that withdraw million gallons or more of water
per day

from rivers streams lakes reservoirs estuaries oceans or other U.S waters

for cooling purposes Based on the main approach proposed most if not all

of the coal natural gas and nuclear-fueled steam electric generating
facilities

in which the Duke Energy Registrants are either whole or partial owner are

likely affected sources unless retired prior to implementation of the 316b

requirements
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The EPA plans to finalize the 316b rule by June 2013 Compliance with

portions of the rule could begin as early as 2016 Because of the wide range of

potential outcomes including the other three alternative proposals the Duke

Energy Registrants are unable to predict the outcome of the rulemaking or

estimate their costs to comply at this time

Cross-State Air Pollution Rule CSAPR

On August 2011 the final Cross-State Air Pollution Rule CSAPR was

published in the Federal Register The CSAPR established state-level annual

SO2 budgets and annual seasonal NO budgets that were to take effect on

January 2012

Numerous parties challenged the rule On August 21 2012 by

2-1 decision the United States Court of Appeals for the District of Columbia

vacated the CSAPR The court also directed the EPA to continue administering

the Clean Air Interstate Rule CAIR that the Duke Energy Registrants have

been complying with since 2009 pending completion of remand rulemaking

to replace CSAPR with valid rule The CAIR requires additional reductions in

SO2
and NO emissions beginning in 2015 The EPA petitioned for rehearing by

the Court of Appeals which was denied The EPA might seek review by the U.S

Supreme Court The CAIR will remain in force for an unknown period
of time

until the EPA develops.a replacement rule

The Duke Energy Registrants cannot predict the outcome of any further

appeal or how potential CSAPR replacement rule could affect future emission

reduction requirements The continued implementation of the CAIR pending the

outcome of the rehearing process and potential CSAPR replacement rulemaking

will not result in the Duke Energy Registrants adding new emission controls

Coal Combustion Residuals CCR

On June 21 2010 the EPA issued proposal to regulate under the Resource

Conservation and Recovery Act coal combustion residuals CCR term the EPA

uses to describe the coal combustion byproducts associated with the generation

of electricity The EPA proposal contains two regulatory options whereby CCRs not

employed in approved beneficial use applications either would be regulated as

hazardous waste or would continue to be regulated as non-hazardous waste The

Duke Energy Registrants cannot predict the outcome of this rulemaking The EPA has

stated that it may be 2014 before it finalizes the regulation

Mercuy and Air Toxics Standards MATS

The final Mercury and Air Toxics Standards rule previously referred to as

the Utility MACT Rule was published in the Federal Register on February 16

2012 The final rule establishes emission limits for hazardous air pollutants

from new and existing coal-fired and oil-fired steam electric generating units

The rule requires sources to comply with the emission limits by April 16 2015

Under the CAA permitting authorities have the discretion to grant up to 1-year

compliance extension on case-by-case basis to sources that are unable to

complete the installation of emission controls before the compliance deadline

The Duke Energy Registrants continue to develop and implement strategies

for complying with the rules requirements Strategies to achieve compliance

with the final MATS rules could include installing new or upgrading existing air

emission control equipment developing monitoring processes fuel switching

and accelerating retirement of some coal-fired electric-generating units For

additional information refer to Note regarding potential plant retirements

Numerous petitions for review of the final MATS rule have been filed

with the United States Court of Appeals for the District of Columbia The court

established schedule for the litigation that has final briefs being filed on

April 82013 Oral arguments have not been scheduled The Duke Energy

Registrants cannot predict the outcome of the litigation or how it might affect the

MATS requirements as they apply to the Duke Energy Registrants As disclosed

in the following table the cost to the Duke Energy Registrants to comply with the

proposed MATS regulations will be material

EPA Greenhouse Gas New Source Performance Standards NSPS

On April 13 2012 the EPA published
in the Federal Register

its proposed

rule to establish carbon dioxide CO2 emissions standards for pulverized

coal IGCC and natural gas combined cycle electric generating units that are

permitted and constructed in the future The proposal would not apply to any

of the Duke EnergyRegistrants coal including IGCC and natural gas electric

generation plants that are currently under construction or in operation Any

future pulverized coal and IGCC units will have to employ carbon capture and

storage CCS technology to meet the CO2 emission standard the EPA has

proposed The proposed standard will not require new natural gas combined

cycle facilities to install CCS technology

Management does not expect any material impact on the Duke Energy

Registrants future results of operations or cash flows based on the EPAs

proposal The final rule howeve could be significantly different from the

proposal It is not known when the EPA might finalize the rule

Estimated Cost and Impacts of EPA Rulemakings

While the ultimate compliance requirements for the Duke Energy

Registrants for MATS Clean Water Act 16b and CCRs will not be known

until all the rules have been finalized for planning purposes the Duke Energy

Registrants currently estimate that the cost of new control equipment that may

need to be installed on existing power plants to comply with EPA regulations

could total $5 billion to $6 billion excluding AFUDC over the next 10 years This

range includes estimated costs for new control equipment necessary to comply

with the MATS which is the only rule that has been finalized as shown in the

table below

in millions

Duke Energy $650 to $800

Duke Energy Carolinas 65 to 85

Progress Energy to 30

Progress Energy Carolinas to 10

Progress Energy Florida to 20

Duke Energyohio
40 to 85

Duke Energy Indiana 540 to 600

The Duke Energy Registrants also expect to incur increased fuel

purchased power operation and maintenance and other expenses in

conjunction with these EPA regulations and also expect to incur costs for

replacement generation for potential coal-fired power plant retirements

Until the final regulatory requirements of the group of EPA regulations are

known and can be fully evaluated the potential compliance costs associated

with these EPA regulatory actions are subject to considerable uncertainty

Therefore the actual compliance costs incurred may be materially different

from these estimates based on the timing and requirements of the final EPA
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regulations The Duke Energy Registrants intend to seek regulatory recovery
of

amounts incurred associated with regulated operations in complying with these

regulations Refer to Note for further information regarding potential plant

retirements and regulatory filings related to the Duke Energy Registrants

Litigation

Duke Energy

Progress Energy Merger Shareholder Litigation

On July 20 2012 Duke Energy was served with shareholder Derivative

Complaint filed in the Delaware Chancery Court Rupp Rogers etaL The

lawsuit names as defendants James Rogers and the ten other members of

the Duke Energy Board of Directors who were also members of the pre-merger

Duke Energy Board of Directors Legacy Duke Directors Duke Energy is named

as nominal defendant Raul Rogers also filed in Delaware Chancery

Court was consolidated with the Rupp case on September 24 2012 Two

shareholders each of whom previously made separate Section 220 demands to

inspect various Duke Energy books and records filed derivative cases against

James Rogers and the Legacy Duke Directors The Gerber Rogers et al

lawsuit was filed on December 2012 and the Reilly Rogers et al lawsuit

was filed on January 2013 Each of the lawsuits alleges claims for breach

of fiduciary duties of loyalty and care by the defendants in connection with the

post-merger change in CEO as discussed in Note

On August 2012 Duke Eneigy was served with shareholder

Derivative Complaint which has been transferred to the North Carolina

Business Court Krieger Johnson etaL The lawsuit names as defendants

William Johnson James Rogem and the Legacy Duke Directors Duke

Energy is named as nominal defendant The lawsuit alleges claims for breach

of fiduciary duty in granting excessive compensation to Mr Johnson hearing

on the defendants motion to dismiss was held on January 22 2013 decision

on the motion made by the defendants remains pending

Duke Energy has been served with two shareholder Derivative Complaints

filed in federal district court in Delaware The plaintiffs in Tansey Rogers

eta served on August 17 2012 and Pinchuck Rogers eta served

on October 31 2012 allege claims for breach of fiduciary duty and waste

of corporate assets as well as claims under Section 14a and 20a of the

Exchange Act against the Legacy Duke Directors Duke Energy is named as

nominal defendant On December 18 2012 the defendants filed motion to

stay
the case

Duke Energy was also served July 2012 with three purported securities

class action lawsuits These three cases Craig Duke Energy Corporation

eta Nieman Duke Energy Corpoation et al and Sunner Duke Energy

Corporation et al have been consolidated in the United States District

Court for the Western District of North Carolina The plaintiff filed Corrected

Consolidated Complaint on January 2013 alleging federal Securities Act

and Exchange Act claims based on allegedly materially false and misleading

representations and omissions mad in the Registration Statement filed on

July 2011 and subsequently incorporated into other documents all in

connection with the post merger chznge in CEO The Corrected Consolidated

Complaint names as defendants the Legacy Duke Directors and certain officers

of the company The claims are purportedly brought on behalf of class of all

persons who purchased or otherwise acquired Duke Energy securities between

June 112012 and July 2012

It is not possible to predict whether Duke Energy will incur any liability or

to estimate the damages if any that Duke Energy might incur in connection with

these lawsuits Additional lawsuits may be filed

Alaskan Global Warming Lawsuit

On February 26 2008 plaintiffs the governing bodies of an Inupiat

village in Alaska filed suit in the U.S Federal Court for the Northern District of

California against Peabody Coal and various oil and power company defendants

including Duke Energy and certain of its subsidiaries Plaintiffs brought the

action on their own behalf and on behalf of the villages 400 residents The

lawsuit alleges that defendants emissions of CO2 contributed to global warming

and constitute private and
public nuisance Plaintiffs also allege that certain

defendants including Duke Energy conspired to mislead the public with respect

to global warming The plaintiffs in the case have requested damages in the

range of $95 million to $400 million related to the cost of relocating the Village

of Kivalina On June 30 2008 the defendants filed motion to dismiss on

jurisdictional grounds together with motion to dismiss the conspiracy claims

On October 15 2009 the District Court granted defendants motion to dismiss

The plaintiffs filed notice of appeal and the U.S Court of Appeals for the Ninth

Circuit held argument in the case on November 28 2011 On September 21

2012 the Court of Appeals ruled that the case could not proceed affirming

the District Courts motion to dismiss The Plaintiffs have filed motion for

rehearing en banc by the Court of Appeals which was denied on November 21

2012 Petition for Certiorari to the U.S Supreme Court if filed was due on

February 25 2013 Although Duke Energy believes the likelihood of loss is

remote based on current case law it is not possible to predict the ultimate

outcome of this matter

Price Reporting Cases

total of five lawsuits were filed against Duke Energy affiliates and other

energy companies and remain pending in consolidated single federal court

proceeding in Nevada

In November 2009 the judge granted defendants motion for

reconsideration of the denial of defendants summary judgment motion in

two of the remaining five cases to which Duke Energy affiliates are party

hearing on that motion occurred on July 15 2011 and on July 19 2011 the

judge granted the motion for summary judgment Plaintiffs have filed notice of

appeal to the U.S Court of Appeals for the Ninth Circuit which held argument on

October 19 2012

Each of these cases contains similar claims that the respective plaintiffs

and the classes they claim to represent were harmed by the defendants alleged

manipulation of the natural gas markets by vaous means including providing

false information to natural gas trade publications and entedng into unlawful

arrangements and agreements in violation of the antitrust laws of the respective

states Plaintiffs seek damages in unspecified amounts It is not possible to predict

whether Duke Energy will incur any liability or to estimate the damages any that

Duke Energy might incur in connection with the remaining matters Howeve based

on Duke Energys past experiences with similar cases of this nature it does not

believe its exposure under these remaining matters is material

Duke Energy International Paranapanema Lawsuit

On July 16 2008 Duke Energy International Geracao Paranapanema S.A

DEIGP filed lawsuit in the Brazilian federal court challenging transmission
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fee assessments imposed under two new resolutions promulgated by the

Brazilian Electricity Regulatory Agency ANEEL collectively the Resolutions

The Resolutions purport to impose additional transmission fees retroactive to

July 2004 and effective through June 30 2009 on generation companies

located in the State of Sªo Paulo for utilization of the electric transmission

system The new charges are based upon flat-fee that fails to take into

account the locational usage by each generator DEIGPs additional assessment

under these Resolutions amounts to approximately $61 million inclusive of

interest through December 2012 Based on DEIGPs continuing refusal to tender

payment of the disputed sums on April 2009 ANEEL imposed an additional

fine against
DEIGP in the current amount of $9 million DEIGP filed request

to enjoin payment of the fine and for an expedited decision on the merits or

alternatively an order requiring that all disputed sums be deposited in the

courts registry in lieu of direct payment to the distribution companies

On June 30 2009 the court issued ruling in which it granted DEIGPs

request
for injunction regarding the additional fine but denied DEIGPs request

for an expedited
decision on the original assessment or payment into the court

registry Under the courts order DEIGP was required to make installment

payments on the original
assessment directly to the distribution companies

pending resolution on the merits DEIGP filed an appeal and on August 28 2009

the order was modified to allow DEIGP to deposit the disputed portion of each

installment which was most of the assessed amount into an escrow account

pending resolution on the merits Duke Energy has made deposits to escrow of

$33 million associated with this matter

Brazil Expansion Lawsuit

On August 92011 the State of Sªo Paulo filed lawsuit in Brazilian

state court against
DEIGP based upon claim that DEIGP is under continuing

obligation to expand installed generation capacity by 15 percent pursuant to

stock purchase agreement under which DEIGP purchased generation assets

from the state On August 10 2011 judge granted an ex parte injunction

ordering DEIGP to present
detailed expansion plan in satisfaction of the 15 percent

obligation DEIGP has previously taken position that the 15 percent expansion

obligation is no longer viable given the changes that have occurred in the electric

energy
sector since privatization of that sector After filing various objections

defenses and appeals regarding the referenced orde DEIGP submitted its proposed

expansion plan on November 112011 but reserved its objections regarding

enforceability The parties will in due course present
evidence to the court regarding

their respective positions No trial date has been set

Crescent Litigation

On September 2010 the Crescent Resources Litigation Trust filed

suit against Duke Energy along
with various affiliates and several individuals

including current and former employees of Duke Energy in the U.S Bankruptcy

Court for the Western District of Texas The Crescent Resources Litigation Trust

was established in May 2010 pursuant to the plan of reorganization approved

in the Crescent bankruptcy proceedings in the same court The complaint

alleges that in 2006 the defendants caused Crescent to borrow approximately

$1.2 billion from consortium of banks and immediately thereafter distribute

most of the loan proceeds to Crescents parent company without benefit to

Crescent The complaint further alleges
that Crescent was rendered insolvent by

the transactions and that the distribution is subject to recovery by the Crescent

bankruptcy estate as an alleged fraudulent transfer The plaintiff requests

return of the funds as well as other statutory and equitable relief punitive

damages and attorneys fees Duke Energy and its affiliated defendants believe

that the referenced 2006 transactions were legitimate and did not violate any

state or federal law Defendants filed motion to dismiss in December 2010

On March 21 2011 the plaintiff filed response to the defendants motion

to dismiss and motion for leave to file an amended complaint which was

granted The Defendants filed second motion to dismiss in response to

plaintiffs
amended complaint

The plaintiffs filed demand for jury trial motion to transfer the

case to the federal district court and motion to consolidate the case with

separate action filed by the plaintiffs against
Duke Energys legal counsel

On March 22 2012 the federal District Court issued an order denying the

defendants motion to dismiss and granting
the plaintiffs motions for transfer

and consolidation The court has not yet made final ruling on whether

the plaintiffs are entitled to jury trial Trial on this matter has been set to

commence in January 2014 Mediation held on August21 and 22 2012 was

unsuccessful It is not possible to predict whether Duke Energy will incur any

liability or to estimate the damages if any that Duke Energy might incur in

connection with this lawsuit The ultimate resolution of this matter could have

material effect on the consolidated results of operations cash flows or financial

position of Duke Energy

Federal Advanced Clean Coal Tax Credits

Duke Energy Carolinas has been awarded $125 million of federal

advanced clean coal tax credits associated with its construction of Cliffside Unit

and Duke Energy Indiana has been awarded $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 in the United States

District Court for the District of Columbia challenging the tax credits awarded to

incentivize certain clean coal projects Although Duke Energy was not party to

the case the allegations center on the tax incentives provided
for the Cliffside

and Edwardsport projects
The initial complaint alleged failure to comply

with the National Environmental Policy Act The first amended complaint filed

in August 2008 added an Endangered Species Act claim and also sought

declaratory and injunctive relief against the DOE and the U.S Department of

the Treasury In 2008 the District Court dismissed 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 On July 26

2010 the District Court denied plaintiffs motion for preliminary injunction

seeking to halt the issuance of the tax credits

Duke Energy Carolinas

New Source Review NSR

In 999-2OOO the U.S Department of Justice DOJ acting on behalf

of the EPA and joined by various citizen groups and states filed number

of complaints and notices of violation against multiple utilities across the

country for alleged violations of the NSR provisions of the 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 SO2 NO and particulate

matter The complaints seek injunctive relief to require installation of pollution

control technology on various generating units that allegedly violated the CAA

147



PARTII

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

and unspecified civil penalties in anounts of up to $32500 per day for each

violation number of Duke Energy Carolinas plants have been subject to these

allegations Duke Energy Carolinas asserts that there were no CAA violations

because the applicable regulations Jo not require permitting in cases where the

projects undertaken are routine or otherwise do not result in net increase

in emissions

In 2000 the government brought lawsuit against Duke Energy Carolinas

in the U.S District Court in Greensb3ro North Carolina The EPA claims that

29 projects performed at 25 of Duke Energy Carolinas coal-fired units violate

these NSR provisions Three environmental groups have intervened in the case

In August 2003 the trial court issued summary judgment opinion adopting

Duke Energy Carolinas legal positions on the standard to be used for measuring

an increase in emissions and grantud judgment in favor of Duke Energy

Carolinas The trial courts decision was appealed and ultimately reversed and

remanded for trial by the U.S Supreme Court At trial Duke Energy Carolinas

will continue to assert that the
projects were routine or nqt projected to increase

emissions On February 11 2011 the trial judge held an initial status conference

and on March 22 2011 the ludge eltered an interim scheduling order The

parties have filed stipulation in wLich the United States and Plaintiff

Intervenors have dismissed with prejudice 16 claims In exchange Duke Energy

Carolinas dismissed certain affirmative defenses The parties have filed motions

for summary judgment on the remailing claims No trial date has been set but

trial is not expected until the second half of 2013 at the earliest

It is not possible to estimate the damages if any that might be incurred

in connection with the unresolved matters related to Duke Energy Carolinas

discussed above Ultimate resolutioi of these matters could have material

effect on the consolidated results of operations cash flows or financial position

of Duke Energy Carolinas However the appropriate regulatory treatment will be

pursued for any costs incurred in connection with such resolution

Asbestos-related Injuries and Damages Claims

Duke Energy Carolinas has
experienced numerous claims for

indemnification and medical cost re mbursement 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 on its

electric generation plants prior to 1985 As of December 31 2012 there were

111 asserted claims for non-malign.nt cases with the cumulative relief sought

of up to $27 million and 49 asserted claims for malignant cases with the

cumulative relief sought of up to $1 million Based on Duke Energy Carolinas

experience it is expected that the ultimate resolution of most of these claims

likely will be less than the amount claimed

Amounts recognized as asbestos-related reserves related to Duke Energy

Carolinas in the Consolidated Balance Sheets totaled $751 million and $801 million

as of December 31 2012 and Decenber 31 2011 respectively and are

classified in Other within Deferred Credits and Other Liabilities and Other within

Current Liabilities These reserves based upon the minimum amount in

Duke Energy Carolinas best estimate of the range of loss for current and future

asbestos claims through 2030 Management believes that it is
possible there

will be additional claims filed against Duke Energy Carolinas after 2030 In light

of the uncertainties inherent in longer-term forecast management does not

believe that they can reasonably est mate the indemnity and medical costs that

might be incurred after 2030 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 subject to greater uncertainty as the projection period lengthens

significant upward or downward trend in the number of claims filed the

nature of the alleged injury and the werage cost of resolving each such claim

could change our estimated liability as could any substantial or favorable

verdict at trial 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 Carolinas has
third-party insurance policy to cover certain

losses related to 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

in 2008 Future payments up to the policy limit will be reimbursed by Duke

Energy Carolinas third-party insurance carrier The insurance policy limit for

potential future insurance recoveries for indemnification and medical cost claim

payments is $935 million in excess of the self insured retention Insurance

recoveries of $781 million and $813 million related to this policy are classified

in the respective Consolidated Balance Sheets in Other within Investments and

Other Assets and Receivables as of both December 31 2012 and December 31

2011 respectively Duke Energy Carolinas is not aware of any uncertainties

regarding the legal sufficiency of insurance claims Management believes

the insurance
recovery

asset is probable of
recovery as the insurance carrier

continues to have strong financial strength rating

Progress Energy

Synthetic Fuels Matters In October 2009 jury delivered verdict in

lawsuit
against Progress Energy and number of its subsidiaries and affdiates

arising out of an Asset Purchase Agreement dated as of October 19 1999 and

amended as of August 23 2000 the Asset Purchase Agreement by and among

U.S Global LLC Global Earthco synthetic fuels facilities Earthco certain

affiliates of Earthco EFC Synfuel LLC which was owned
indirectly by Progress

Energy and certain of its affiliates including Solid Energy LLC Solid Fuel LLC

Ceredo Synfuel LLC Gulf Coast Synfuel LLC renamed Sandy River Synfuel LLC

collectively the Progress Affiliates as amended by an amendment to the Asset

Purchase Agreement In case filed in the Circuit Court for Broward County

Florida in March 2003 the Florida Global Case Global
requested an unspecified

amount of compensatory damages as well as declaratory relief Global asserted

that pursuant to the Asset Purchase Agreement it was entitled to an interest

in two synthetic fuels facilities previously owned by the Progress Affiliates and

an option to purchase additional interests in the two synthetic fuels facilities and

ii that it was entitled to damages because the Progress Affiliates prohibited

it from procuring purchasers for the synthetic fuels facilities As result of the

2007 expiration of the Internal Revenue Code Section 29 tax credit program all of

Progress Energys synthetic fuels businesses were abandoned and the synthetic

fuels businesses were reclassified as discontinued operations

The jury awarded Global $78 million In November 2009 the court

assessed $55 million in prejudgment interest and entered judgment in favor of

Global in total amount of $133 million In December 2009 Progress Energy

appealed the Broward County judgment to theFlorida Fourth District Court

of Appeals Also in December 2009 Progress Energy made $154 million

payment which represented payment of the total judgment and required

premium equivalent to two years of interest to the Broward County Clerk of

Court bond account Progress Energy continued to accrue interest related to

this judgment

On October 2012 the Florida Fourth District Court of Appeals reversed

the lower court ruling and directed verdict on damages under the Commission

and Services Agreement which was modified by the courts December 12

2012 ruling on Globals motion for reconsideration The court held that Global

was entitled to 59 percent of its claim or approximately $90 million of the
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$154 million paid into the registry of the court Progress Energy was entitled to

refund of the remainder of the funds Progress Energy received and recorded

$63 million pretax gain for the refund in December 2012 The gain was

recorded in Income from discontinued operations net of tax in the Consolidated

Statements of Operations

The case was remanded to the trial court to determine whether specific

performance is an appropriate remedy for the claims under the Asset Purchase

Agreement The plaintiff
seeks specific performance of an award of the

corporate interests in the Progress Affiliates it claims it was entitled to receive

under the Asset Purchase Agreement as of the date the jury determined the

breach of contract occurred March 19 2002 The Progress
Affiliates contend

that specific performance is an inapplicable remedy

In second suit filed in the Superior Court for Wake County N.C Progress

Synfuel Holdings Inc eta U.S Globa LLC the North Carolina Global Case

the Progress Affiliates seek declaratory relief consistent with our interpretation

of the Asset Purchase Agreement Global was served with the North Carolina

Global Case on April 17 2003 In May 2003 Global moved to dismiss the

North Carolina Global Case for lack of personal jurisdiction over Global In the

alternative Global requested that the court decline to exercise its discretion to

hear the Progress Affiliates declaratory judgment action In August 2003 the

Wake County Superior Court denied Globals motion to dismiss but stayed the

North Carolina Global Case pending the outcome of the Florida Global Case The

Progress Affiliates appealed the superior courts order staying the case By order

dated September 2004 the North Carolina Court of Appeals dismissed the

Progress
Affiliates appeal Based upon the verdict in the Florida Global Case

Progress Energy anticipates dismissal of the North Carolina Global Case

Progress Energy Carolinas and Progress Energy Florida

Spent Nuclear Fuel Matters

Pursuant to the Nuclear Waste Policy Act of 1982 Progress Energy

Carolinas and Progress Energy Florida entered into contracts with the DOE under

which the DOE agreed to begin taking spent nuclear fuel by no later than January

31 1998 All similarly situated utilities were required to sign the same Standard

Contract for Disposal of Spent Nuclear Fuel

The DOE failed to begin taking spent nuclear fuel by January 31 1998

In January 2004 Progress Energy Carolinas and Progress Energy Florida filed

complaint in the U.S Court of Federal Claims against the United States claiming

that the DOE breached the standard contract and asserting damages incurred

through 2005 In 2011 the U.S Court of Federal Claims issued ruling to award

Progress Energy Carolinas substantially all their asserted damages As result

Progress Energy Carolinas recorded the award as an offset for past spent fuel

storage costs incurred

On December 12 2011 Progress Energy Carolinas and Progress Energy

Florida filed another complaint in the U.S Court of Federal Claims against

the United States claiming damages incurred from January 2006 through

December 31 2010 The damages stem from the same breach of contract

asserted in the previous litigation On March 23 2012 Progress Energy

Carolinas and Progress Energy Florida filed their initial disclosure of $113 million

of damages with the U.S Court of Federal Claims and the DOE The total

amount of damages could change during discovery which is set to end on

May 15 2013 Progress Energy Carolinas and Progress Energy Florida may file

subsequent damage claims as they incur additional costs status conference

to discuss trial dates is scheduled for May 10 2013 Progress Energy Carolinas

and Progress Energy Florida cannot predict the outcome of this matter

Duke Energy Ohio

Antitrust Lawsuit

In January2008 four plaintiffs including individual industrial and

nonprofit customers filed lawsuit against Duke Energy Ohio in federal court

in the Southern District of Ohio Plaintiffs alleged that Duke Energy Ohio then

The Cincinnati Gas Electric Company 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 Ohios pending Rate Stabilization Plan

RSP which was implemented in early 2005 On March 31 2009 the District

Court granted Duke Energy Ohios motion to dismiss Plaintiffs filed motion to

alter or set aside the judgment which was denied by an order dated March 31

2010 In April 2010 the plaintiffs filed their appeal of that order with the U.S

Court of Appeals for the Sixth Circuit which heard argument on that appeal on

January 11 2012 On June 2012 the Sixth Circuit Court of Appeals reversed

the district courts decision and remanded the matter on all claims for trial on

the merits and on July 25 2012 the Court denied Duke Energy Ohios petition

for an en banc review of the case On October 152012 Duke Energy filed

petition for certiorari to the United States Supreme Court which was denied on

January 14 2013 The plaintiffs January 2013 mediation demand wa for $160

million It is not possible
to predict at this time whether Duke Energy Ohio will

incur any liability or to estimate the damages if any that may be incurred in

connection with this lawsuit

Asbestos-related Injuries and Damages Claims

Duke Energy Ohio has been named as defendant or co-defendant in

lawsuits related to asbestos at its electric generatingstations The impact on

Duke Energy Ohios 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 the

number of contractors potentially exposed to asbestos during construction or

maintenance of Duke Energy Ohio generating plants ii the possible incidence

of various illnesses among exposed workers and iii the potential settlement

costs without federal or other legislation that 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

Other Litigation and Legal Proceedings

The Duke Energy Registrants are involved in other legal tax and regulatory

proceedings arising in the ordinary course of business some of which involve

substantial amounts Management believes that the final disposition of these

proceedings will not have material effect on its consolidated results of

operations cash flows or financial position

The Duke Energy Registrants expense legal costs related to the defense of

loss contingencies as incurred

The Duke Energy Registrants
have exposure to certain legal matters that

are described herein The Duke Energy Registrants have recorded reserves

for these proceedings and exposures as presented in the table below These

reserves represent managements best estimate of probable loss as defined in

the accounting guidance for contingencies The estimated reasonably possible

range of loss for non-asbestos related matters in excess of the recorded

reserves is not material Duke Energy Carolinas has insurance coverage for

certain of these losses incurred as presented in the table below
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in millions

Reserves for Legal and Other Matters

DukeEnergy $846 $810

Duke Energy Carolinas 151 801

Progress Energy 19 83

Progress EnergyCarolinas 12 11

Progress Energy Florida 47 51

Duke Energy Indiana

Probable Insurance Rocoveriesith

DukeEnergy $181 $813

Duke Energy Carolinas 781 813

Reserves are classified in the respectree Consolidated Balance Sheets in Other within Deterred Credits

and Other Liabilities arid Other within Current Liabilities

locludes reserves fur aforementioned asbest3s-related injuries and damages claims

Ic Includes workers compensation claims

Id Insurance recoveries are classified in the respective Consolidated Balance Sheets in Other within

Investments and Other Assets and Receivables

el Relates to recoveries associated with aforementiooed asbestos-related injuries asri damages claims

Other Commitments and Contingencies

General

As part of its normal business the Duke Energy Registrants are party

to various financial guarantees performance guarantees and other contractual

commitments to extend guarantees of credit and other assistace to various

subsidiaries investees and other third parties To varying degrees these

guarantees involve elements of performance and credit risk which are not

included on the respective Consolidated Balance Sheets The possibility of any

of the Duke Energy Registrants having to honor their contingencies is largely

dependent upon future operations of various subsidiaries investees and ther

third parties or the occurrence of certain future events

In addition the Duke Energy Registrants enter into various fixed-price

non-cancelable commitments to purchase or sell power tolling arrangements

or power purchase contracts take-or-pay arrangements transportation or

throughput agreements and other contracts that may or may not be recognized

on their respective Consolidated Balance Sheets Some pf these arrangements

may be recognized at fair value on the respective Consolidated Balance Sheets

if such contracts meet the definition of derivative and the NPNS exception

does not apply In most cases the Dike Energy Registrants purchase obligation

contracts contain provisions for price adjustments minimum purchase levels

and other financial commitments The commitment amounts presented below

are estimates and therefore will Iikel differ from actual purchase amounts

Purchase Obligations

The following table presents long-term commitments that are noncancelable or

are cancelable only under certain conditions have term of more than one year and

that third parties have used to secure financing for the facilities that will
provide

the

contracted goods or services as of December 31 2012

in millions 2013 2014 2015 2016 2017 Thereafter Total

Duke Energy $68 $19 $5 $3 $2 $18 $115

Progress Energy 68 19 18 115

Progress Energy Florida 68 19 18 115

Represents estimated amounts for Progress lnengy Floridas obligations primarily related to selected

csmponents of long lead time equipment at Levy as discussed ander Other Purchase Obligations

Purchases under the above long-term purchase agreements were

$29 million $6 million and $23 million in 2012 2011 and 2010 respectively

Plirchased Power

The Duke Energy Registrants have pngoing purchased power contracts

including renewable energy contracts with other utilities certain co-generators

and qualified facilities QFs with expiration dates ranging from 2013 to 2032

These purchased power contracts generally provide for capacity and energy

payments or bundled capacity and energy payments In addition the

Duke nergy Registrants have various contracts to secure transmission rights

Certain purchased power agreements are classified as leases

Progress Energy Carolinas has executed certain firm contracts for purchased

power with other utilities including tolling contracts with expiration dates
ranging

from 2017 to 2032 and representing 100 percent of plant net output Minimum

purchases under these contracts including thosd classified as leases are

approximately $88 million $90 million $91 million $92 million and $80 million

for 2013 through 2017 respectively and $578 million payable thereafter

Progress Energy Florida has executed certain firm contracts for purchased

power with other utilities including tolling contracts with expiration dates

ranging from 2017 to 2027 and representing between percent and 100
percent

of
plant

net output Minimum purchases under these contracts including

those classified as leases are approximately $102 million $102 million

$102 niillion $71 million and $49 million for 2013 through 2017 respectively

and $381 million payable thereafter

Progress Energy Florida has ongoing purchased power contracts with

certain QFs for firm Capacity with expiration dates ranging from 2013 to

2025 Energy payments are based on the actual power taken under these

contracts Capacity payments are subject to the Fs meeting certain contract

performance obligations These contracts account for 100
percent

of the net

generating capacity of each of the facilities All ongoing commitments have

been approved by the FPSC Minimum expected future capacity payments under

these contracts are $309 million $237 million $244 million $273 million and

$288 million for 2013 through 2017 respectively and $2440 million payable

thereafter The FPSC allows the capacity payments to be recovered through

capacity cost-recovery clause which is similar to and works in conjunction

with energy payments recovered through the fuel
cost-recovery

clause

Duke Energy Ohio has executed certain firm contracts for purchased

power with other utilities with expiration dates ranging from 2013 to 2015 and

representing between percent and 24 percent of plant net output Minimum

purchases under these contracts are approximately $316 million $252 million

and $80 million for 2013 through 2015 respectively

Other Purchase Obligations

The long-term commitments related to Levy presented in the previous

table for Duke Energy Progress Energy and Progress Energy Florida include

only selected components of long lead time equipment As discussed in Note

Progress Energy Florida identified schedule shift in the Levy project and major

construction activities on Levy have been postponed until after the NRC issues

the COL for the plants Due to the schedule shifts Progress Energy Florida has

executed amendments to the Levy engineering procurement and construction

EPC agreement The EPC agreement includes provisions for termination For

termination without cause the EPC agreement contains exit provisions with

termination fees which may be significant that
vary

based on the termination

circumstances Because Progress Energy Florida has executed amendments to

the EPC agreement and anticipates negotiating additional amendments upon

receipt of the COL Progress Energy Florida cannot currently predict when those

obligations will be satisfied or the magnitude of any change Progress Energy

Florida cannot predict the outcome of this matter

Years Ended December31

2012 2011
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Operating and Capital Lease Commitments

The Duke Energy Registrants lease assets in several areas of their

operations The Duke Energy Registrants
lease office buildings railcars vehicles

computer equipment and other property
and equipment with various terms and

expiration dates Additionally Progress Energy Carolinas has capital lease related

to firm gas pipeline transportation capacity
and as discussed under Purchased

Power Progress Energy
Carolinas and Progress Energy Florida have entered into

certain purchased power agreements which are classified as leases Consolidated

capitalized lease obligations are classified as Long-term debt on the Consolidated

Balance Sheets Amortization of assets recorded under capital leases is included in

Depreciation
and amortization on the Consolidated Statements of Operations

The following table presents rental expense for operating leases These

amounts are included in Operation maintenance and other on the Consolidated

Statements of Operations

The following table presents future minimum lease payments under

operating leases which at inception
had non-cancelable term of more than

one year as of December 31 2012

Duke Progress Progress
Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

2013 171 35 91 41 38 $11 $19

2014 156 28 88 46 31 10 15

2015 139 21 86 46 37 12

2016 127 16 85 46 36

2017 108 14 /1 35 36

Thereaftdr 981 71 121 431 290 24

Total $1682 $191 $1142 $651 $474 $66 $68

For the Years Ended December 31

in millions
2012 2011 2010

Duke Energy
$232 $104 $122

Duke Energy Carolinas
38 43 60

Progress Energy
232 104 100

Progress Energy Carolinas
164 88 63

Progress Energy Florida 68 15 37

Duke Energy Ohio
14 19 19

Duke Energy Indiana
20 24 24

The following table presents
future minimum lease payments under

capital leases as of December 31 2012

Duke

Duke Energy Progress

Energy Carolinas Energy

Progress Progress Duke Duke

Energy Energy Energy Energy

Carolinas Florida Ohio Indiana
in millions

2013 210 47 21 26 $10

2014 180 46 20 26

2015 181 46 20 26

2016 183 45 19 26

2017 180 45 20 25

Thereafter 1119 65 579 325 254 35

Minimum annual

payments 2713 102 808 425 383 40 54

Less amount

representing

interest 1024 70 469 275 194 31

Total 1689 32 339 150 189 $35 23
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DEBT AND CREDIT FACILITIES

The following tables summarize the Duke Energy Registrants outstanding debt

Summary of Debt and Related Terms

December 31 2012

Weighted Average Duke Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

Interest Rate Energy Carolinas Energy Carolinas Florida Ohio Indiana

in millions

Unsecured debt maturing 203 2039 5.44% $12122 $1159 4150 150 805 $1146
Secured debt maturing 2013 2037 3.08% 1813 300

First mortgage bonds maturing 2013 342a 5.00% 11856 6562 8115 4025 4150 100 1819

Capital leases maturing 2013 2051 5.19% 1689 32 339 150 189 35 23

Junior subordinated debt maturing 2039 1.10% 309 309

Other debt maturing 2027 4.11%

Tao-enempt bonds maturing 2014 2041 1.39% 2351 395 910 669 241 419 513

Non-recourse notes payable nt VIEs 312

Notes payable and commercial paper1 0.83% 1195

Money pool borrowings 300 455 384 245 231

Fair value hedge carrying valee adostmeit 12 10

Unamortized debt discuont and premium neF1 2185 11 60 10 32
Total debt

2242 3183______________
40518 8141 14883 5204 5320

Short-term notes
payable and commercial pper 145

Short-term money pool borrowings 455 364 245 81
Current maturities of long-term debt 3110 406 843 401 435 261 405
Short-term nun-recourse notes payable VIEs 312

Total long-term debt including long-term debt of VIEs $36351 $8335 $13585 $4433 $4885 $1136 $3291

lal 5obofanfially all of fhn Oske Energy Regisfoao olecfric sod gao plaof io service io mortgaged ooder mortgage bond irdenfores

IbI Af Oecember 31 2012 capifal leases of Doke Energy iocloded $150 milhsn and $007 million of capitol lease porchaoe accounting odlnofmento fun Progneoo Energy Corolinos and Pnogreoo Energy Flonida neopectively nelated

fo pownr yerchooe agneemento fhaf one not accounted for ao leaseo on fheir financial ofatemeefo because of grandtathening pnnoioiono in GAAP

Id $1558 billion $3g0 million $010 million $660 million $24t million and $200 mitioo menu secured by finot mortgage bondo at Duke Energy Duke Energy Corolinoo Pnogreoo Energy Pnogress Enengy canolinao Pnogreoo

Energy Florida and Duke Enongy Indiana reopirctioely and $231 million $27 mAhon and $204 million were secored by letter of credit at Duke Energy Doke Energy Ohio aod Duke Energy Indiana respectively

Id Includes $450 mdlioo that was cloosified as long-term Debt 00 the Consolidated Balance sheets doe to the esisterce of long-term credit facilities that back-stoy theoe commercial paper balanceo along with Doke Energyo

ability and infest to refinance theso bolasces on long-term basis The weighted-average days to matority was 18 dayo

el At Oecemher 31 2012 $2.31 billion
in purchase accounting adiostmento related to the merger with Progreos Energy mere reflected in the balance for Doke Energy see Note tsr additional irtormotion

1$ Includes $451 milhno of debt for Duke Energy that moo denominated
is Draoiliae Realo and $61 million denominated in Chiltan Peono
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December 31 2011

Weighted Average Duke Duke Energy Progress

in millions
Interest Rate Energy

Carolinas Energy

Unsecured debt maturing 2012 2039 5.93% $8961 2313

Secured debt maturing 2012 2035 3.70% 1118 300

First mortgage bonds maturing 2013 204Fi 5.24% 8182 5913

Capital leases maturing 2012 2047 8.10% 306 34

Junior subordinated debt

Other debt maturing 2014 2027 5.25% 82

Tax exempt bonds maturing 2012 2O4l 1.40% 1515 415

Non-recourse notes payable
of VIEs 273

Notes payable and commercial paper 0.61% 604

Money pool borrowings
300

Fair value hedge carrying value adjustment
19 13

Unamortized debt discount and premium net 60 14

Total debt1
21000 9274

Short-term notes payable and commercial paper

Short-term money pool borrowings

Current maturities of long-term debt

Short-term non-recourse notes payable of VIEs

Total long-term debt including long-term_debt
of VIEs

233

-.-- 450

34

4922 2555 3759

233

10 507

$3704 $4671 $2048 $3453

Progress Energy

Carolinas

Progress Energy Duke Energy

Florida Ohio

Duke Energy

Indiana

4650 500 150 $1305 $1148

7125 3025 4100 700 1569

211 12 199 44 27

309

910 669 241 525 574

671

58

188

31

154

13823

671

4425

1894 1178 961

273

$18679 $8096 $12191

188

31

502

300

Substantially all
of the Duke Energy negiotnants electric and gas plant in service is mortgaged under the mortgage bond indentures

hI $650 million $360 million $910 million $669 million $241 million and $289 milliun were secured byfirst mortgage bends at Duke Energy Duke Energy Carolinas Progreso Energy Progress Energy Carelinas Progress Energy

Flerida and Duke Energy Indiana respectively and $231 mullen $21 million and $204 million were secured by letter et credit at Duke Energy Duke Energy Ohio and Duke coergy Indiana respectively

CI Includes $458 million that woo classified as Long-term Debt on the Consolidated Balance Sheets due te the eeistence of long-term credit facilities that back-step these commercial paper balances along with Duke Energys

ability aed intent to refinance these balances ee long-term
basis The weighted-average days to maturity was 11 days

dl Includes $420 million of debt tsr Duke Energy that was denominated in
Brazilian Reals
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Summary of Significant Debt Issuances

The following tables summarize the Duke Energy Registrants significant debt issuances in millions

For the
year

ended December 31 2012

Duke Duke Progress Progress Progress Duke
Issuance

Maturity Interest Energy Energy Energy Energy Energy Energy
Date

Date Rate Parent Carolinas Parent Carolinas Florida Indiana

Unsecured Debt

March 2012
April 2022 3.15% 450w

August 2012 August 2011 1.63% 100

Augest 2012
August2022 3.05% 500lW

Secured Debt

April 2012 September 2024 2.64% 330

December 2012 March 2013 2.11% 203d

December 2012 March 2013 4.14% 220d

December 2012 June 2013 1.01% 190

December 2012 December 2025 1.56% 200w

First Mortgage Bonds

March 2012 March 2042 4.20%
250w

May 2012
May 2022 2.60% 500w

May 2012 May 2042 4.10% 500w

September 2012
September 2042 4.00% 650bl

Nuvember 2012 November 2015 0.65% 25OM

November 2012 November 2042 3.65% 4O0

Total Issuances
$2343 $650 $450 $1000 $650 $250

rhe ne proceeds along wih available cash on hand were used to
repay $450 millian 0.05% senior ansecured eaten due April 15 2012

hi Praceeda from he issuancos were ased tu repay matanity $500 miflian of debentures due Sepember 15 2012 as well as tar eeneral carporato parposea inclading the repayment et cammercial paper
ci Proceeds trsm he issuance wure uued reiribunse csnsructisr costs fur OS csrrerstone LLC oint senture wind prajects Note was sabsequently decansshdated

apan eeecutien of mint uentsre see Note 10 tsr farther details

dl Prsceeds from the issuances were sued ts fund the eeisting Las Ventau wind pnwer psdtsliu

Debt issuances were eancuted in cunoectinn aith the acquisitian at Ibener Oath loans are collateralized with cash depasits equal tn 101% at the loan amounts See Nnte tsr further details

it Praceeda tram he iauuance were used ta
repay partiun of autstanding shad-term debt

10 Praceeda from the issuancev were used ts reay at maturity $500 millian of 6.50% aeniur unsecured nntea due July 15 2012 and partian of Pragress Enerm caralinas aotstanding cammercial paper and safes payable to

affiliatod campanies

hi Praceeds from the issuanco wero used ta repay at maturity the $420 millian debentures due thraugh November 201 as well as tar general corparate purposes inclading the fanding at capital enpenditarea

Proceeds tram the issuancos will be used ta spay $425 million 4.00% first

mnrtgags bands due March 201 as well aa far general carpnrate parpasea
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For the year
ended December 31 2011

Duke Duke Progress Progress Progress

Issuance
Maturity Interest Energy Energy Energy Energy Energy

Date
Date Rate Parent Carolinas Parent Carolinas Florida

Unsecured Debt

January 2011 January 2021 4.40% $500

August2011 September2021 3.55% 500b

November 2011 November 2016 2.15% 500

First Mortgage Bonds

May 2011
June2021 3.90% soo

August 2011 September2021 3.10% 300

September2011 August2021 3.00%

December 2011 December 2016 1.75% 350w

December 2011
December 2041 4.25% 650

Total Issuances
$1000 $1500 $500 $500 $300

al Proceeds from the issuaece aleeu with asailahle cash sn hued were used to repap $700 milliss 7.10% senior ensecered estes due March 12011

hI Proceeds from the issuance weee used to repsy portion st csmmercial paper as it matured to fund capital espenditums in Oeke Eneegys uemgurated husmesees in
the 0.5 sod tsr general cerperste purposes

Ic Proceeds from the issuance were used to fund capital erpeeditures in unreuelsted husinehses in the 11.5 and tsr general cerpurute puepnses

IdI Prsceeds trsm the isseance were used ts fund capital espeeditures and toe general corporate purposes

le Pesceeds tram the issuance were used to repap portion of outstanding uhsrt-feem debt of which $300 million was used to repay the isly 15 2011 maturity of 6.65% hest mortgage bqeds

Proceeds tram the issuance were used to repap outstasdisu shsrt-term debt and the remainder was used for general csrporate purpuses includinu csnstructisn erpunddures

lgJ Proceeds from the issuances were used to repap $750 million 6.25% senisr unsecured notes which matured January 15 2012 with the remmndnr to bind capitol nspendrtures and tsr general corporate purposes

Current Maturities of Long-Term Debt

The following table shoms the significant components of Current

maturities of long-term debt on the Duke Energy Registrants respective

in millions

Unsecured Debt

Duke Eoergy Parent

Duke Energy Indiana

Secured Debt

Duke Eoergy

Duke Energy51

First Mortgage Bonds

Duke Energy Carolinas

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio

Other

Current maturities of long-term debt

Consolidated Balance Sheets as of December 31 2012 The amounts were

presented as Long-term Debt as of December 31 2011 eXcept for the secured

debt The Duke Energy Registrants currently anticipate satisfying these

obligations with proceedsfrom additional borrowings unless otherwise noted

Maturity Date Interest Rate December 31 2012

March 2013 3.796%

June2013 1.009%

Other Debt Matters

In the first
quarter

of 2012 Duke Energy completed the previously

announced sale of International Energys indirect 25% ownership interest in

Attiki Gas Supply S.A Attiki Greek corporation to an existing equity owner

in series of transactions that resulted in the full discharge of the related

debt obligation No gain or loss was recognized on these transactions As of

December 31 2011 Duke Energys investment balance was $64 million and

the related debt obligation of $64 million was reflected in Current maturities of

long-term debt on Duke Energys Consolidated Balance Sheets

In September 2010 Duke Energy filed registration statement Form S-3

with the SEC Under this Form S-3 which is uncapped Duke Energy Duke

Energy Carolinas Duke Energy Ohio and Duke Energy Indiana may issue debt

and other securities in the future at amounts prices and with terms to be

determined at the time of future offerings The registration statement also allows

for the issuance of common stock by Duke Energy

On March 2012 the Progress Energy Inc as well-known seasoned

issuer Progress Energy Carolinas and Progress Energy Florida filed combined

shelf registration statement with the SEC which became effective upon filing

with the SEC The registration statement is effective for three years and does

not limit the amount or number of various securities that can be issued On

July 2012 the Progress Energy Inc deregistered its equity securities from

the registration statement in connbctioo with the merger but retained its ability

to issue senior debt securities and junior subordinated debentures under the

June2013 5.650%

September 2013 5.000%

November 2013

September
2013

March 2013

June2013

250

400

423

190

400

400

425

250

312

5.750%

5.125%

4.800%

2.100%

Ia Onprnsents csnstructisn loan related to renewable project that will be csnserted to term bus sacs construction in complete and rsqursments to consert are tultilled

hI Notes are tulIp offset with cush csllutsral which is recorded in Other current usuets in the cunsolistyted nulancn Sheets as of Oucnmbsr 31 2012

$3110
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registration statement However we Jo not expect the Progress Energy Inc to

issue any new securities of these
types

in the future Under Progress Energy

Carolinas and Progress Energy Floricas registration statements they may issue

various long-term debt securities and preferred stock

At December31 2012 and 2011 $734 million and $2.0 billion respectively

of debt issued by Duke Energy Carolinas was guaranteed by Duke Energy

On November 13 2012 Duke Energy filed prospectus supplement to

the September 2010 Form S-3 with tie SEC to sell up to $1 billion of fixed

or variable rate unsecured senior notes called InterNotes due one year to

30 years from the date of issuance he InterNotes will be issued as direct

unsecured and unsubordinated obligations of Duke Energy Corporation The net

proceeds from the sale of InterNotes will be used to fund capital expenditures

in our unregulated businesses and for general corporate purposes The balance

as of December 31 2012 is $36 million with maturities ranging from 10 to

14 years The notes are long-term debt obligations of Duke Energy and are

reflected as Long-term debt on Duke Energys Consolidated Balance Sheets

On April 2011 Duke Energy tiled Form S-3 with the SEC to sell

up to $1 billion of variable denomination floating rate demand notes called

PremierNotes The Form S-3 states that no more than $500 million of the notes

will be outstanding at any particular time The notes are offered on continuous

basis and bear interest at floating rate per annum determined by the Duke

Energy PremierNotes Committee or its designee on weekly basis The interest

rate payable on notes held by an investor may vary based on the principal

amount of the investment The notes have no stated maturity date but may

be redeemed in whole or in part by Duke Energy at any time The notes are

non-transferable and may be redeemed in whole or in part at the investors

option Proceeds from the sale of the notes will be used for general corporate

purposes The balance as of December 31 2012 and December 31 2011 was

$395 million and $79 million respectively The notes are short-term debt

obligation of Duke Energy and are reflected as Notes payable and commercial

paper on Duke Energys Consolidated Balance Sheets

In January 2013 Duke Energy isued $500 million of unsecured junior

subordinated debentures which carry fixed interest rate of 5.125% are

callable at
par

after five
years

and mature January 15 2073 Proceeds from the

issuance were used to redeem at
par

$300 million of 7.10% junior subordinated

Maturities and Call Options

debt in February 2013 with the remainder to
repay portion

of commercial

paper at it matures to fund capital expenditures of our unregulated businesses

and for general corporate purposes

Money Pool

The Subsidiary Registrants receive support for their short-term borrowing

needs through participation with Duke Energy and certain of its subsidiaries in

money pool arrangement Under this arrangement those companies with short-

term funds may provide short-term loans to affiliates participating under this

arrangement The money pool is structured such that the Subsidiary Registrants

separately manage their cash needs and working capital requirements

Accordingly there is no net settlement of receivables and payables between the

money pool participants Per the terms of the money pool arrangement the
parent

company Duke Energy may loan funds to its participating subsidiaries but may

not borrow funds through the money pool Accordingly as the money pool activity

is between Duke Energy and its
wholly owned subsidiaries all money pool

balancet are eliminated within Duke Energys Consolidated Balance Sheets

Prior to the merger with Duke Energy Progress Energys subsidiaries

participated in internal money pools administered by Progress Energy Service

Company LLC to more effectively utilize cash resources and reduce external

short-term borrowings The utility money pool allowed Progress Energy Carolinas

and Progress Energy Florida to lend to and borrow from each other The non-utility

money pool allowed unregulated operations to lend to and borrow from each

other The Progress Energy parent could lend money to the utility and non-utility

money pools but could not borrow funds

Money pooi receivable balances are reflected within Notes receivable from

affiliated companies on the respective Subsidiary Registrants Consolidated

Balance Sheets and money pool payable balances are reflected within either

Notes payable to affiliated companies or Long-term debt payable to affiliated

companies on the respective Consolidated Balance Sheets

Increases or decreases in money pool receivables are reflected within

investing activities on the respective Subsidiary Registrants Consolidated

Statements of Cash Flows while increases or decreases in money pool

borrowings are reflected within financing activities on the respective Subsidiary

Registrants Consolidated Statements of Cash Flows

December 31 2012

in millions

Duke

Energy Progress

Duke Energy1 Carolinas Energy

Thereafter

Progress Progress Duke Duke

Energy Energy Energy Energy

Carolinas Florida Ohio Indiana

2013 3098 406 843 401 435 261 405

2014 2196 346 312 11 41

2015 2418 506 1262 101 561

2016 2184 655 313 11 56 480

2017 1321 116 311 51 261

25813 6112 11381 3611 4041 1624 2804

Total long-term debt including current maturities $31150 $8141 $14428 $4840 $5320 $1991 $3102

At December 31 2012 capital leases of Duke Energy included $15 million and $907 million of capital lease purchase accounting adjustments for Progress Energy Carolinas and Progress Energy Fiorida respectively related

to power parchase agreements that are not accounted for as leases on their financial statements because of grandfatherrng provisions in GMR
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The Duke Energy Registrants have the ability under certain debt facilities

to call and repay the obligation prior to its scheduled maturity Therefore the

actual timing of future cash repayments could be materially different than as

presented above

Available Credit Facilities

In November2011 Duke Energy entered into $6 billion 5-year master

credit facility expiring
in November 2016 with $4 billion available at closing

and the remaining $2 billion became available July 2012 following the

closing of the merger with Progress Energy In October 2012 the Duke Energy

Registrants reached an agreement with banks representing $5.63 billion of

commitments under the master credit facility to extend the expiration date

by one year to November 2017 Through November 2016 the available credit

under this
facility

remains at $6 billion The Duke Energy Registrants each have

borrowing capacity under the master credit facility up to specified sub limits

for each borrower However Duke Energy has the unilateral ability at any time

to increase or decrease the borrowing sub limits of each borrower subject to

maximum sublimit for each borrower See the table below for the borrowing

sub limits for each of the borrowers as of December 31 2012 The amount

available under the master credit facility has been reduced as indicated in the

table below by the use of the master credit facility to backstop the issuances of

commercial paper certain letters of credit and variable rate demand tax-exempt

bonds that may be
put to the Company at the option of the holder As indicated

borrowing sub limits for the Subsidiary Registrants are also reduced for certain

amounts outstanding under the money pool arrangement

December 31 2012

Duke Duke
Progress Progress Duke Duke Total

Energy Energy Energy Energy Energy Energy Duke

in millions Parent Carolinas Carolinas Florida Ohio Indiana Energy

Facility size $1150 $1250 $150 $750 150 150 $6000

Reduction to backstop issuances

Notes payable and commercial paper
195 300 104 201 800

Outstanding letters of credit 50 60

Tax-exempt bonds 75 84 81 240

Available capacity $1505 868 $148 $149 562 468 $4900

Short-term Obligations Classified as Long-term Debt
obligations by nature are classified as long term due to Duke Energys intent

and ability to utilize such borrowings as long-term financing As Duke Energys

At December 31 2012 and 2011 variable rate demand tax-exempt master credit facility has non-cancelable terms in excess of one year as of

bonds that may be put to the Company at the option of the holder commercial the balance sheet date Duke Energy has the ability to refinance these

paper issuances and money pool borrowings were classified as Long-term debt short-term obligations on long-term basis The following tables show

on the Consolidated Balance Sheets These variable rate tax-exempt bonds short-term obligations classified as long-term debt

commercial paper issuances and money pool borrowings which are short-term

December 31 2012

Duke Duke Energy Duke Energy Duke Energy

in millions Energy Carolinas Ohio Indiana

Tax-exempt bonds 411 15 $111 $285

Notes payable and commercial paper1
450 300 150

Revolving loan 200

DERF 300 300

Total $1421 $675 $111 $435

Of the $471 million of tao-exempt bonds outstanding at December 31 2012 at Duke
Energy the master credit facility served as backstop for $240 million of these tax-exempt bonds with the remaining balance backstopped

by other specific lang-term credit facilities separate from the master credit facility

bi For Duke Energy Carolinas the master crudit facility served oua backstop for the $75 million of tao-exempt bonds outstanding at December 31 2012

ci Of the $111 million of toe-exempt bonds outstanding at December 31 2012 at Duke Energy Ohio the master credit facility served as backstop for $84 million of these tae-eeempt bonds with the remaining balance

backstspped by other specific long-term credit facilities separate from the master credit facility

dl Of the $285 million of tao-exempt bonds oxtotaeding at December 31 2012 at Duke Energy Indiana $81 million were backotnpped by Duke Energys master credit facility with the remaining balance backstopped by other

specific long-term credit facilities separate from the master credit facility

el Duke Energy has issued $450 million in Commercial PapeF which is backstnpped by the master credit facility and the proceeds am in the form of loans thmagh the money poe1 to DakeEnergy Corelinas and 05kB Energy

lodiana as of December 31 2012

If Doke Energy International Energys revolving lean is due in December 2013 with the rightte eutend the maturity date for additional one year periods with final maturity dote no later than December 2026

lg Duke Energy Receivablen Finance Company LLC IDERF is wholly owned limited
liability cumpany of Duke Energy Camlinas See Note 18 for forther information
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December31 2011

Duke Duke Energy Duke Energy Duke Energy
in millions

Energy Carolinas Ohio
IndianaTax

exempt bonds

491 $95 $111 $285Notes payable and commercial paper1

450 300
150

DERF

300 300

Of the $491 million of
tax-exempt bonds outstanding at December 31 2011 at Duke Energy the master credit facility served as backstop for $207 miiliee of these tao-exempt bends let which $27 million is in the form of

letters of credit with the
remaining balance

backotopped by other s$ecific long-term credit facilities separate from the master credit facilityhI For Duke
Energy Carolinas the master credit facility served as backstop for the $95 milline of taa-eneinpt bonds

ootstaeding at December
312011For Duke Energy Ohio this master credit facility let which $27 roriliign

is in the form of letters of credit served as backstop for the $111 miilieo of tae-eoenipt bends
000standing at December 31 2011

dl Of the $205 million of
tax-exempt hoods outstaeding at December 31 2011 at Duke Energy Indiana $80 million were backstepped by Duke Energys mastercreditfociiifo with the

remaining balance
backstupped by other

specihc long-term credit tacilities soparats from the master credit facility

Duke Energy has issued $450 million in Commercial
Paper which is backutopped by the master credit facility and the proceeds are in the form of loans through the mosey pox to Duke Energy Carolinas of $300 million and

Duke Energy Indiana ot $150 million ax of December31 2011

In January 2012 Duke Energy Indiana and Duke Energy Kentucky
collectively entered Into $156 million 2-year bilateral letter of credit

agreement under which Duke Energy Indiana and Duke Energy Kentucky may
request the issuance of letters of cl-edit up to $129 million and $27 million

respectively on their behalf to support various series of variable rate demand
bonds In

addition Duke Energy Indiana entered into $78 million 2-year
bilateral letter of credit

facility These credit facilities may not be used for any
purpose other than to support the variable rate demand bonds issued by Duke
Energy fndiana and Duke Energy Kentucky In February 2012 letters of credit
were issued corresponding to the amount of the facilities to support various

series of tax-exempt bonds at Duke Energy Indiana and Duke Energy Kentucky
In

February 2013 the letters of credit were amended to extend the
expiration

date to January 2015

Restrictive Debt Covenants

The Duke Energy Registrants ilebt and credit agreements contain various

financtal and other covenants The cHaster credit
facility contains covenant

requiring the debt-to-total capitaliza-ion ratio to not exceed 65% for each
borrower Failure to meet those covenants beyond applicable grace periods
could result in accelerated due dates and/or termination of the agreements As
of December 31 2012 each of the Duke Energy Registrants were in compliance
with all covenants related to its signi-1icant debt agreements In

addition some
credit agreements may allow for acceleration of payments or termination of
the agreements due to nonpayment tir the acceleration of other

significant

indebtedness of the borrower or somtt of its subsidiaries None of the significant
debt or credit agreements contain material adverse change clauses

Other Loans

During 2012 and 2011 Duke Erergy 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 $496 million and $451 million as
of December 31 2012 and 2011 respectively The amounts outstanding were
carued as reduction of the related cash surrender value that is included in

Other within Investments and Other Assets on the Consolidated Balance Sheets

GUARANTEES AND INDEMNIFICATIONS

Duke Energy and its subsidiaries have various financial and performance
guarantees and indemnifications which are issued in the normal course of

business As discussed below these contracts include performance guarantees
stand-by letters of credit debt guarantees surety bonds and indemnifications

Duke Energy and its subsidiaries enter into these arrangements to facilitate

commercial transactions with third parties by enhancing the value of the

transaction to the third party At December 31 2012 Duke Energy and its

subsidiaries do not believe conditions are likely for
significant performance

under these guarantees To the extent liabilities are incurred as result of

the activities covered by the guarantees such liabilities are included on the

accompanying Consolidated Balance Sheets

On January 2007 Duke Energy completed the spin-off of its natural

gas businesses to shareholders Guarantees that were issued by Duke Energy
or its

affiliates or were assigned to Duke Energy prior to the
spin-off remained

with Duke Energy subsequent to the spin-off Guarantees issued
by Spectra

Energy Capital LLC formerly known as Duke
Capital LLC Spectra Capital or

its affiliates
prior to the

spin-off remained with Spectra Capital subsequent to
the

spin-off except for guarantees that were later assigned to Duke Energy
Duke Energy has indemnified Spectra Capital against any losses incurred

under certain of the guarantee obligations that remain with Spectra Capital
At December 31 2012 the maximum potential amount of future payments
associated with these guarantees was $141 million the

majority of which

expires by 2028

Duke Energy has issued performance guarantees to customers and other

third parties that guarantee the payment and performance of other parties

including certain non-wholly owned entities as well as guarantees of debt of

certain non-consolidated 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 2012 was $243 million Of this amount
$44 million relates to guarantees issued on behalf of less than

wholly owned
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consolidated entities with the remainder related to guarantees issued on behalf

of third parties and unconsolidated affiliates of Duke Energy

Of the guarantees noted above $93 million of the guarantees expire

between 2013 and 2028 with the remaining performance guarantees having no

contractual expiration

Included in the maximum potential amount of future payments discussed

above is $26 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 These guarantees are primarily

related to payment of lease obligations debt obligations and performance

guarantees related to provision of goods and services Duke Energy received

indemnification from the buyer of DukeSolutions for the first $2.5 million paid

by Duke Energy related to the DukeSolutions guarantees Further Duke Energy

granted indemnification to the buyer of DukeSolutions with respect to losses

arising under some energy 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 customer These guarantees have various

terms ranging from 2013 to 2021 with others having no specific term

Duke Energy has guaranteed certain issuers of surety bonds obligating

itself to make payment upon the failure of former non-wholly owned entity

to honor its obligations to third party as well as used bank-issued stand-by

letters of credit to secure the performance of non-wholly owned entities to

third party or customer Under these arrangements Duke Energy has payment

obligations that are triggered by 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 11 petitions in 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 charge of $26 million associated with these

obligations which represented Duke Energys best estimate of its exposure

under these guarantee obligations
At the time the charge was recorded the

face value of the guarantees was $70 million which has since been reduced to

$18 million as of December 31 2012 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 Energys potential exposure under these indemnification agreements can

range from specified amount such as the purchase price to an unlimited

dollar amount depending on the nature of the claim and the particular

transaction With the exception of the $217 million at Progress Energy discussed

as follows 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

Progress Energy has issued indemnifications for certain asset performance

legal tax and environmental matters to third parties including indemnicatwns

made in connection with sales of businesses At December 31 2012 the

estimated maximum exposure for these indemnifications for which maximum

exposure is determinable was $217 million including $42 million at Progress

Energy Florida Related to the sales of businesses the latest specified notice

period extends until 2013 for the majority of legal tax and environmental

matters provided for in the indemnification provisions Indemnifications for the

performance of assets extend to 2016 For certain matters for which Progress

Energy receives timely notice indemnity obligations may extend beyond the

notice period Certain indemnifications related to discontinued operations

have no limitations as to time or maximum potential
future payments At

December 31 2012 and 2011 Progress Energy had recOrded liabilities related

to indemnifications to third parties of $25 million and $63 million respectively

These amounts included $17 million and $37 million for Progress Energy Florida

at December 31 2012 and 2011 respectively
These liabilities decreased

primarily due to the reversal of certain environmental indemnification liabilities

for which the indemnification period has expired and the adjustment to the

indemnification for the estimated future years joint owner replacement power

costs through the end of the Crystal River Unit joint owner contract Progress

Energy Floridas liabilities decreased primarily due to the previously mentioned

indemnification adjustment related to Crystal River Unit During the years

ended December 31 2012 and 2011 accruals and expenditures related to

indemnifications were not material

In addition Progress Energy has issued $300 million in guarantees for

certain payments of two wholly owned indirect subsidiaries FPC Capital Trust

and Florida Progress Funding Corporation Funding Corp. The guarantees

expired February 12013 with the redemption of the associated notes and

securities See Note 18 for additional information

At December31 2012 and 2011 the amounts recorded on the

Consolidated Balance Sheets for the guarantees and indemnifications mentioned

above was $41 million and $19 million respectively This amount is primarily

recorded in Other within Deferred Credits and Other Liabilities on the Consolidated

Balance Sheets The liability for 2011 excludes Progress Energy as Progress

Energy was acquired July 2012 As current estimates change additional

losses related to guarantees and indemnifications to third parties which could be

material may be recorded by the Duke Energy Registrants
in the future

JOINT OWNERSHIP OF GENERATING

AND TRANSMISSION FACILITIES

The Duke Energy Registrants hold ownership interests in certain jointly

owned generating facilities The Duke Energy Registrants are entitled to shares

of the generating capability and output of each unit equal to their respective

ownership interests The Duke Energy Registrants
also pays their ownership

share of additional construction costs fuel inventory purchases and operating

expenses except in certain instances where agreements have been executed to

limit certain joint owners maximum exposure to the additional costs The Duke

Energy Registrants share of revenues and operating costs of the jointly owned

generating
facilities is included within the corresponding line in the Consolidated

Statements of Operations Each participant
in the

jointly
owned facilities must

provide its own financing except in certain instances where agreements have been

executed to limit certain joint
owners maximum

exposure
to the additional costs

Duke Energy Carolinas along with North Carolina Municipal Power Agency

Number North Carolina Electric Membership Corporation and Piedmont

Municipal
Power Agency have joint ownership of Catawba which is facility

operated by Duke Energy Carolinas
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Progress Energy Carolinas along with North Carolina Eastern Municipal Power Agency have joint ownership of Mayo Station Harris Brunswick and Roxboro Station Un
No which are facilities operated by Progress Energy Carolinas

Progress Energy Florida along with Seminole Electric Cooperative Inc City of Ocala Orlando Utilities Commission City of Gainesville City of Leesburg Kissimmee

Utility Authority Utilities Commission of the City of New Smyrna Beach City of Alachua and City of Bushnell have joint ownership of Crystal River Unit Additionally

Progress Energy Florida is joint owner of Intercession City Station Unit No P11 with Georgia Power Company These facilities are operated by Progress Energy Florida

Duke Energy Ohio and subsidiories of American Electric Power Company Inc and/or The AES Corporation jointly own electric generating units and related

transmission facilities in Ohio and Kentucky

Duke Energy Indiana and WVPA jointly own Vermillion Station Additionally Duke Energy Indiana is joint-owner of Gibson Station Unit No with WVPA and

Indiana Municipal Power Agency IMPA as well as 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

The following table presents the Duke Energy Registrants share of
jointly

owned
plant or facilities included on the Consolidated Balance Sheets

December 31 2012

Ownership Property Plant Accumulated Construction Work

in millions Share and Equipment Depreciation in Progress

Duke Energy

Duke Energy Carolinas

Production

Catawba Nuclear Station Units and 19.25% 900 467

Progress Energy

Progress Energy Carolinas

Production

Mayo Station 83.83 807 292 65

Shearon Harris Nuclear Stationa 83.83 3571 1985 104

Brunswick Nuclear Station 81.67 1842 985 98

Ronboro Station Unit 81.06 741 414 15

Progress Energy Florida

Production

Crystal River Nuclear Station Unit 3o0 91.78

Intercession City Station Unit P11 66.67 24 13

Duke Energy Ohio

Production

Miami Fort Station Units land 80 64.0 61/ 212

W.C Beckjord Station Unit 6dxe 31.5

J.M Stuart Station 39.0 820 265 13

Conesville Station Unit 40.0 296 54 27

w.M Zimmer Station5 46.5 1354 552

KilIeo Stationt5t 33.0 310 142

East Bend Station 69.0 445 231

Transmissional Various 96 48

Duke Energy Indiana

Production

Gibson Station Unit 5b 50.05 305 149

Vermillion 62.5 153 56

Transmission and local facilities1 Various 3517 1521

International and local facilities

Production

Brazil Canoas and 110 47.2 305 89

lal Included
in U5FEG segment

Ib In February 2013 Duke Energy made the decision to retire Crystal River unit As of December 31 2012 all costs associated with Crystal River Unit are included within Regulatory assets on the consolidated Balance

Sheets of Duke Energy Progress Energy and Progress Energy Florida See Note for additional information

Ic The co-owner of Intercession City Unit P11 hus eoclusoe rights to the output of the unit during the months of June through September Progress Energy Florida has the rights for the remainder of tho year

IdI Incloded in commercial Power segment

In In 2010 Dobe Energy Ohio recorded impairmrnt charges to wnfe-down its share of w.c Beckiord Station to fair value See Note 12 for additional information

If Statisn is not operated by Duke Energy Ohio

lgi
Included in international Energy segment
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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 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 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 op $he earnings of the Duke

Energy Registrants regulated 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 asbestos removal closure of landfills

and removal of wind generation assets Asset retirement obligations recognized by Duke Energy Carolinas Progress Energy Carolinas and Progress Energy Florida

relate primarily to the decommissioning of nuclear power facilities asbestos removal and closure of landfills at fossil generation facilities Asset retirement obligations

at Duke Energy Ohio relate primarily to the retirement of gas mains asbestos abatement at certain generating stations and closure and
post-closure

activities of

landfills Asset retirement obligations at Duke Energy Indiana relate primarily to obligations associated with future asbestos abatement at certain generating stations

and closure and post-closure activities of landfills Certain of the Duke Energy Registrants assets have an indeterminate life such as transmission and distribution

facilities and thus the fair value of the retirement obligation
is not reasonably estimable liability for these asset retirement obligations will be recorded when fair

value is determinable

The following
tables present the changes to the liability associated with asset retirement obligations for the Duke Energy Registrants

Year Ended December 31 2012

Duke Progress Progress
Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Balance as of January
$1936 $1846 $1265 896 $369 $21 43

Acquisition
3062

Accretion expens
113 118 86 64 22

Liabilities settled
15 10

Revisions in estimates of cash flows 234 234

Liabilities incurred in the current
yea

r1 24 831 698 139

Balance as of December 31 $5116 $1959 $2420 $1656 $164 $28 31

Year Ended December 31 2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Balanceasofianuaryl $1816 $1728 1200 $849 $351 $21 $46

Accretion expensemi
111 105 6/ 49 18

Liabilities settled

Revisions in estimates of cash flows

Liabilities incurred in the current year
11

.--

Balance as of December31 $1936 $1846 1265 $896 369 27 $43

Represents asset retirement obligations resulting from the merger with Progress Energy See Note for additional informttion

lbl Substantiaily all of the accretion enpense for the yearn ended December 31 2012 and 2011 relates to Duke Energys regulated electric operations and has been deferred in accordance with regulatory accounting treatment

as discessed above

For Progress Energy and Progress Energy Florida the amounts relate te the retirement of Crystal Riser und

dl For Progress Energy Progress Energy Carolinas and Progress Energy Florida the amounts primarily relate to spent nuclear fuel disynsol recorded in the third quarter sf201210 conform to Duke Energys assumptions fur the

types of estimated cnsts in the asset retirement obligations

lel Includes $7 million reported is Other current liabilities on the Consolidated Balance Sheets at Duke Energy Prngress Energy and Progress Energy Carolinas
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The Duke Energy Registrants regulated operations accrue costs of

removal for
property

that does not have an associated legal retirement

obligation based on regulatory orders from the various state commissions

These costs of removal are recorded as regulatory liability in accordance with

regulatory treatment The Duke Energy Registrants do not accrue the estimated

cost of removal for any nonregulated assets See Note for the estimated cost

of removal for assets without an associated legal retirement obligation which

are included in Regulatory Liabilities on the Consolidated Balance Sheets as of

December31 2012 and 2011

Nuclear Decommissioning Costs

In 2010 the NCUC and PSCSC approved the retail portion of

total $48 million annual amount for contributions and expense levels

for decommissioning for Duke Energy Carolinas In each of the years

ended December 31 2012 2011 ard 2010 Duke Energy Carolinas

expensed $48 million and contributed cash of $48 million to the NDTF for

decommissioning costs In 2010 the NCUC and the PSCSC approved the retail

portion of total $31 million annual amount for contributions and expense

levels for decommissioning for
Progress Energy Carolinas In each of the years

ended December 31 2012 2011 and 2010 Progress Energy Carolinas expensed

$31 million and contributed cash of $31 million to the NDTFf0r decommissioning

costs These amounts are presented in the Consolidated Statements of Cash

Flows in Purchases of available-for- sale securities within Net Cash Used

in Investing Activities The contributions for Duke Energy Carolinas 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 he sufficient to cover projected future costs

The contributions for Progress Energy Carolinas were to funds reserved for

contaminated and non-contaminated costs Both the NCUC and the PSCSC have

allowed Duke Energy Carolinas and Progress Energy Carolinas to recover estimated

decommissioning costs through retai rates over the expected remaining service

periods of their respective nuclear stations Duke Energy Carolinas and Progress

Energy Carolinas believe 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 As discussed below Progress Energy Florida

has suspended its accrual for nuclear decommissioning

Use of the NOTE investments are restricted to nuclear decommissioning

activities and the NDTF investments are managed and invested in accordance

with
applicable requirements of various regulatory bodies including the NRC

the FERC the NCUC the PSCSC and the Internal Revenue Service IRS The

fair value of assets that are legally restricted for purposes of settling asset

retirement obligations associated with nuclear decommissioning are $3941

million and $2053 million for Duke Energy and Duke Energy Carolinas for the

year ended December 31 2012 resiectively and $1797 million for Duke

Energy and Duke Energy Carolinas for the year ended December31 2011 The

NOTE balances presented on the Consolidated Balance Sheets for Progress

Energy Progress Energy Carolinas and Progress Energy Florida represent the

fair value of assets legally restricted for purposes of settling asset retirement

obligations associated with nuclear lecommissioning

The NCUC PSCSC and the FPSC require updated cost estimates for

decommissioning nuclear plants every five years

Duke Energy Carolinas completed site-specific nuclear decommissioning

cost studies in January 2009 that showed total estimated nuclear

decommissioning costs including the cost to decommission plant components

not subject to radioactive contamination of $3 billion in 2008 dollars This

estimate includes Duke Energy Carolinas ownership interest in its-jointly owned

unit Duke Energy Carolinas filed these site-specific nuclear decommissioning

cost studies with the NCUC and the PSCSC in conjunction with various rate case

filings In addition to the decommissioning cost studies new funding study was

completed and indicates the current annual funding requirement of $48 million

is sufficient to cover the estimated decommissioning costs

Progress Energy Carolinas cotepleted site-specific nuclear

decommissioning cost studies in December 2009 which were filed with the

NCUC on March 16 2010 Progress Energy Carolinas estimate is based on

prompt dismantlement decommissioning which reflects the cost of removal

of all radioactive and other structures
currently

at the
site with such removal

occurring after operating license expiration These decommissioning cost

estimates also include interim spent fuel storage costs associated with

maintaining spent nuclear fuel on site until such time that it can be transferred

to DOE facility See Note for information related to spent nuclear fuel

litigation These estimates in 2009 dollars were $3.0 billion The estimates

are subject to change based on variety of factors including but not limited to

cost escalation changes in technology applicable to nuclear decommissioning

and changes in federal state or local regulations This estimate includes

Progress Energy Carolinas ownership interest in jointly owned units In addition

to the decommissioning cost studies new funding study was completed and

indicates the current annual funding requirement of $31 million is sufficient to

cover the estimated decommissioning costs

Progress Energy Florida completed site-specific nuclear

decommissioning cost study in October 2008 which was filed with the FPSC in

2009 as part of Progress Energy Floridas base rate filing However the FPSC

deferred review of Progress Energy Floridas nuclear decommissioning study

from the rate case to be addressed in 2010 in order for FPSC staff to assess

Progress Energy Floridas study in combination with other utilities anticipated

to submit nuclear decommissioning studies in 2010 Progress Energy Florida

was not required to
prepare new site-specific nuclear decommissioning study

in 2010 however Progress Energy Florida was required to update the 2008

study with the most currently available escalation rates in 2010 which was

filed with the FPSC in December 2010 The FPSC approved Progress Energy

Floridas nuclear decommissioning cost study on April 30 2012 Progress

Energy Floridas estimate is based on prompt dismantlement decommissioning

and includes interim spent fuel
storage costs associated with maintaining

spent nuclear fuel on site until such time that it can be transferred to DOE

facility See Note for information related to spent nuclear fuel litigation The

estimate in 2008 dollars is $751 million and is subject to change based on

variety of factors including but not limited to cost escalation changes in

technology applicable to nuclear decommissioning and changes in federal

state or local regulations This estimate includes Progress Energy Floridas

ownership interest in jointly owned stations Based on the 2008 estimate

assumed operating license renewal and updated escalation factors in 2010

Progress Energy Florida decreased its asset retirement cost and its asset

retirement obligation by approximately $37 million in 2010 With the retirement

of Crystal River Unit it is
anticipated that delayed dismantlement approach

to decommissioning referred to as SAFSTOR will be submitted to the FRC for

approval This decommissioning approach is currently utilized at number of

retired domestic nuclear power plants and is one of three
generally accepted

approaches to decommissioning required by the NRC Once an updated site

specific decommissioning study is completed it will be filed with the FPSC

As part of the evaluation of repairing Crystal River Unit initial estimates of

the cost to decommission the plant under the SAFSTOR option were developed

The estimate in 2011 dollars is $989 million Based on the 2011 SAFSTOR
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estimate Progress Energy Florida increased its asset retirement regulatory asset

and its ARO liability by approximately $234 million in 2012 Retail accruals on

Progress Energy Floridas reserves for nuclea decommissioning were previously

suspended under the terms of previous base rate settlement agreements

Progress Energy Florida will continue this suspension based on the FPSCs

approval on April 30 2012 of its 2010 nuclear decommissioning filing
No

nuclear decommissioning reserve accrual is recorded at Progress Energy Florida

following FERC accounting order issued in November 2006

The operating licenses for the Duke Energy Registrants nuclear units

are subject to extension The following table includes the current expiration
of

nuclear operating licenses

Unit Year of Expiration

Duke Energy Carolinas

Catawba Unit 2043

Catawba Unit 2043

McGuire Unit 2041

McGuire Unit 2043

Oconee Unit 2033

OconeeUnit2 2033

Oconee Unit 2034

Progress Energy Carolinas

Brunswick Unit 2036

Brunswick Unit 2034

Harris 2046

Robinson 2030

Progress Energy Florida

Crystal River Unit 2016

10 PROPERTt PLANT AND EQUIPMENT

December 31 2012

Estimated Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

in millions
Useful Life Duke Energy Carolinas Energy Carolinas Florida Ohio Indiana

Years

Land $1368 318$ 618 $380 $239 $136 $90
Plant Regulated

Electric generation distribution and 138 13181 29.269 30250 18009 12041 3114 8622

transmission

Natural gas transmission and distribution 1260 2026 2026

Other buildings and improvements
100 1319 444 609 283 318 125 149

Plant Unregulated

Electric generation distribution and transmission 100 6055 3810

Other buildings and improvements 990 2940 191

Nuclear fuel 2121 1211 850 850

Equipment
134 1448 219 604 336 90 255 141

Construction in process 6655 1996 1424 946 414 204 2836

Other 560 3212 541 191 380 210 243 114

Total property plant and equipmentW 100391 34190 35146 21184 13432 10824 12012

total accumulated depmciation remtlated 29411 11431 12512 8185 4012 1995 36921

Total accumulated depreciation unregulated1 2498 103

Oeneration facilities to be retired net 136 13 63 63

Total net property plant and equipment 68558 22826 22691 $13062 9360 8126 8320

Incledes capitalized leases sf $1044 millisn $53 millizz $339 millian $150 millize $109 milliss $01 williee aed $20 millien at Dske Eeergy lake Energy caralisas Pregress reergy Pragress reergy caralinas Pragress

rzergy Flsrida Oeke Energy Ohis and Dske Energy Indiana respectively primadly in regelated plant The Prneress Energy Pregress Energy carnlinas and Pregress Energy Flnnda ameants are net at $49 milliza an

insignificant amssnt and $40 millian respectively at accumulated anrertizatian at capitalized leases

Ib Incisden $057 millian $557 millina $300 milliva and $300 mitian at accemelated amertizatins at neclear tael at Dake Energy Data Energy caralinas Prngress Energy and Pragyess Energy caralinas respectively

Ic Inclsdes accsmulated amartizatiss at capitalized leases at $34 millian $3 millinn $12 millian and $5 millien at Dske Energy Dake Energy carelinas Dake Energy Ohm and Deke Energy Indiana respectively

Inclsdes accvmslated depreciatian at liEs at $103 miian and an insigniticant amaunt at December 31 2012 at Dske Energy and Pragress Energy respecheely
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December31 2011

Estimated Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

in millions Useful Life Duke Energy Carolinas Energy Carolinas Florida Ohio Indiana

Years

Land 745 372 595 367 228 135 88

Plant Regulated

Electric generation distribution and transmission 2138 38171 26301 28824 16078 12546 3595 8269

Natural
gas

transmission and distribution 1260 1927 1927

Other buildings and improvements 9100 672 428 413 138 327 106 138

Plant Unregulated

Electric generation distribution and tiansmission 2100 5464 _.- 3997

Other buildings and
improvements 944 2095 192

Nuclearfuel 1213 1213 1161 862 299

Equipment 333 863 248 553 318 82 168 134

Construction in
process 7664 3774 2454 1294 1155 255 2992

Other 560 2476 498 753 326 289 257 170

Total property plant and equipment 61290 32840 34813 19383 14926 10632 11791

Total accumulated depreciation regulated 16550 11269 12684 7991 4474 1916 3393

Total accumulated depreciation unreulatednv 2159 fl 678

Generation facilities to be retired net 80 80 163 163

Total net property plant and equipment 42661 21651 22292 $11555 $10452 8038 8398

Includes capitalized leases of $444 million $53 million $211 million $12 million $199 million $82 million and $33 million at Duke Energy Duke Energy Carolinas Progress Energy Progress Energy Carolinas Progress

Energy Florida Duke Energy Ohio aod Duke Energy Indiana respectively The Progress Energy Progress Energy Carolinas andProgress Energy Florida amounts are net st $56 million $18 million and $38 miilisn respectively

of accumulated amsrhzation of capitalized oases

bI Includes $578 million $578 million $394 nillion $322 million and $72 million of accamuiated amortization of nuclearfoel at Duke Energy Duke Energy Caroiinao Progress Energy Progress Energy Carolinas and Progress

Energy Florida respectively

Ic Includes accumulated amortization of capitalized leases of $28 million an insignificant amount $11 million and $6 million at Duke Energy Duke Energy Carslinas Duke Energy Ohio and Duke Energy Indiana respectively

dl includes accumulated depreciation of VtEs cf $62 million and an insignificant amount at December 31 2011 at Duke Energy and Progress Energy renpectively

The following table
presents Capitalized interest which includes the debt component of AFUDC

Years Ended December 31

in millionsl 2012 2011 2010

Duke Energy $111 $166 $167

Duke Energy Carolinas 12 78 83

Progress Energy 41 35 32

Progress Energy CarDlinas 23 20 19

Progress Energy Florida 18 15 13

Duke Energy Ohio 15

Duke Energy Indiana 39 33 19
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11 OTHER INCOME AND EXPENSES NET

The components of Other Income and Expenses net on the Consolidated Statements of Operations are as follows

Year Ended December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Interest income 50 11 10

Foreign exchange Insses

AFUDC equity
300 154 106 69 31 84

Deferred returns 24 24

Other income expense 28 22

Other income and expense net $391 $185 $130 19 39 13 90

Primarily relates to International Energys remeasurement of certain cash and debt balances into the functional currency

Year Ended December31 2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Interest income 53 10 14 14

Foreign exchange gains

AFUDC equity 260 168 103 71 32 88

CVO mark-to-market loss 59

Deterred returns 10 10

Other income expense 51

Other income and expense net 376 $186 52 80 30 19 97

Primarily relates to International Energys remeassrement nf certain cash and debt balances info the functional currency

Year Ended December 31 2010

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in mlfllons Energy Carolinas Energy Carolinas Florida Ohio Indiana

Interest income 67 23 18 14

Foreign exchange gains

AFUDC equity 234 174 92 64 28 56

Deterred returns 15 15

Other income 53 10

Other income and expense net $370 212 $109 71 32 $25 70

Primarily relates to International Energys remeasurement of certain cash and debt balances into the functional currency
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12 GOODWILL AND INTANGIBLE ASSETS

Goodwill

The following tables present goodwill by reportable operating segment for

Duke Energy and Duke Energy Ohio

Duke Energy

IJSFEG

Commercial International

Power Energy Total

3483 940 $291 4720

871 811

Balance at December 31 2012

Goodwill 15950 933 353 11236

Accumulated impairment charges 811 811

Balance at December 31 2012

as adjusted for accumulated

impairment charges $L5950 62 $353 $16365

in millions

Balance at December31 2011

Goodwill

Accumulated impairment charges

Balance at December 31 2011 as adjusted for

accumulated impairment charges 921 921

Balance at December 31 2012

Goodwill 1131 1188 2325

Accumulated impairment charges 216 1188 1404

Balance at December 31 2012 as adjusted for

accumulated impairment charges 921 921

Progress Energy had Goodwill of $3655 million as of December 31 2012

and 2011 for which there are no accumulated impairment charges

In the fourth quarter of 2012 goodwill for the Renewables reporting unit

within Commercial Power was analyzed for impairment primarily as result

of changes in the tax benefits for renewable projects Based on results of the

fourth quarter 2012 impairment analysis the fair value of the Renewables

reporting
unit exceeded its carrying value thus no impairment was recorded The

fair value of the Renewables reporting
unit is impacted by multitude of factors

including legislative actions related to tax credit extensions long-term growth

rate assumptions the market price of power and discount rates Management

continues to monitor these.assurnptions for any indicators that the fair value of

the reporting unit could be below the carrying value and will assess goodwill for

impairment as appropriate

Midwest Generation Asset Impairment

Sustained lower foiward power prices In Ohio Duke Energys

Commercial Power segment provided power to retail customers under

the ES which utilizes rates approved by the PUCO through 2011

These rates in 2010 were above market prices for generation services

resulting in customers switching to other generation providers As

discussed in Note Duke Energy Ohio will establish new SSO for

retail load customers for generation after the current ESP expires on

December 31 2011 Given forward power prices which declined from

the time of the 2009 impairment significant uncertainty existed with

respect to the generation margin that would be earned under the new SSO

in millions

Balance at December 31 2011

Goodwill

Accumulated impairment charges

Balance at December 31 2011

as adjusted for accumulated

impairment charges

Acquisitions

Foreign exchange and other changes

3483

USFEG amount relates to the merger with Progress Energy International Energy amount relates lathe

boner acquisition See Note for torther mini motion

Duke Energy Ohio

In the second quarter of 2010 based on circumstances discussed below

management determined that it was more likely than not that the fair value

________________ of Commercial Powers nonregulated Midwest generation reporting unit was

below its respective carrying value Accordingly an interim impairment test was

performed for this reporting unit Determination of reporting unit fair value was

based on combination of the income approach which estimates the fair value

of Duke Energys reporting
units based on discounted future cash flows and

the market approach which estimates the fair value of Duke Energy rS reporting

units based on market comparables within the utility and energy industries

Based on completion of step one of the second quarter 2010 impairment

analysis management determined that the fair value of Commercial Powers

69 297 3849
nonregulated Midwest generation reporting unit was less than its carrying value

59 12526 which included goodwill of $500 million

10 Commercial Powers nonregulated Midwest generation reporting unit

includes nearly 4000 MW of primarily coal-fired generation capacity
in Ohio

which was dedicated under the ESP through December 31 2011 Additionally

this reporting unit has approximately 3600 MW of gas-fired generation capacity

in Ohio Pennsylvania Illinois and Indiana which provides generation to

unregulated energy markets in the Midwest The businesses within Commercial

Powers nonregulated Midwest generation reporting unit operate in unregulated

markets which allow for customer choice among suppliers As result the

operations within this reporting
unit are subjected to competitive pressures that

do not exist in any of Duke Energys regulated jurisdictions

Commercial Powers other businesses including the renewable generation

assets are in separate reporting unit for goodwill impairment testing

purposes No impairment existed with respect
to Commercial Powers renewable

generation
assets

The fair value of Commercial Powers nonregulated Midwest generation

reporting unit is impacted by multitude of factors including current and

forecasted customer demand forecasted power and commodity prices

uncertainty of environmental costs competition the cost of capital valuation

_____________________________
of peer companies and regulatory and legislative developments Managements

assumptions and views of these factors continually evolve and certain views

and assumptions used in determining the fair value of the reporting unit in

the 2010 interim impairment test changed significantly from those used in

the 2009 annual impairment test These factors had significant impact

on the valuation of Commercial Powers nonregulated Midwest generation

reporting unit More specifically the following factors significantly impacted

managements valuation of the reporting unit

Franchised

Electric Commercial

Gas Power Total

$1137 $1188 $2325

216 1188 1404

166



Potentially more stringent
environmental regulations from the

U.S EPA In May and July of 2010 the EPA issued proposed rules

associated with the regulation
of CCRs to address risks from the

disposal
of CCR5 e.g ash ponds and to limit the interstate transport

of emissions of NO and SO2 These proposed regulations along with

other pending EPA regulations
could result in significant expenditures

for coal fired generation plants and could result in the early
retirement

of certain generation
assets which do not currently have control

equipment for NO and SO2 as soon as 2014

Customer switching ESP customers have increasingly
selected

alternative generation
service providers as allowed by Ohio legislation

which further erodes margins on sales In the second quarter
of 2010

Duke Energy Ohios residential class became the target of an intense

marketing campaign offering significant discounts to residential

customers that switch to alternate power suppliers Customer switching

levels were at approximately 55% at June 30 2010 compared to

approximately 29% in the third quarter of 2009

As result of the factors above non-cash goodwill impairment charge

of $500 million was recorded during the second quarter
of 2010 This impairment

charge represented the entire remaining goodwill
balance for Commercial Powers

nonregulated
Midwest generation reporting unit In addition to the goodwill

impairment charge and as result of factors similar to those described above

Commercial Power recorded $160 million of pre-tax impairment charges related

to certain generating assets and emission allowances primarily associated with

these generation assets in the Midwest to write-down the value of these assets

to their estimated fair value The generation assets that were subject to this

impairment charge were those coal-fired generating
assets that do not have

certain environmental emissions control equipment causing these generation

assets to be heavily impacted by the EPAs proposed rules on emissions of

NO and SO2
These impairment charges are recorded in Goodwill and Other

Impairment Charges on Duke Energys Consolidated Statement of Operations

Intangible Assets

The following tables show the carrying amount and accumulated

amortization of intangible
assets

December 31 2012

Duke Energy Duke Energy

in millions
Duke Energy Ohio Indiana

Emission allowances
80 24 29

Gas coal and power
contracts

295 212 24

Wind devetopment rights

111

Other
109 10

Total gross carrying amounts 595 306 53

Accumulated amortization

gas coal and power
contracts 180 168 12

Accumulated amortization

wind development rights

Accumulated amortization other 34

Total accumulated amortization
223 111 12

Ibtal intangible assets net $312 $129 41

December 31 2011

Duke Energy Duke Energy

in millions
Duke Energy

Ohio Indiana

Emission allowances
66 29 $31

Gas coal and power contracts
295 211 24

Wind development rights

131

Other
12 10

Total gross carrying amounts 510 310 61

Accumulated amortization

gas coal and power contracts
169 158 11

Accumulated amortization

wind development rights

Accumulated amortization other 31

Total accumulated amortization 201 167 11

Total intangible assets net
$363 $143 $50

Emission allowances in the tables above for Duke Energy and Duke

Energy Ohio 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

Ohio Additionally the Duke Energy Registrants are allocated certain zero cost

emission allowances on an annual basis

The following
tables show the change in the gross carrying value of

emission allowances

.___ _._

Year Ended December 31 2012

Duke Energy Duke Energy

in millions
Duke Energy Ohio Indiana

Gross carrying
value at beginning

of period
66 $29 $31

Amounts acquired in Progress Energy

merger
29

Purchases of emission allowances

Sales and consumption of emission

allowances 15

Gross carrying value at end of period $80 $24 $29

December 31 2011

Duke Energy Duke Energy

in millions
Duke Energy Ohio Indiana

Gross carrying value at beginning
of period

$175 $125 $49

Purchases of emission allowances

Sales and consumption
of emission

allowancestow
39 18 21

Impairment of emission allowances 79 79

Other changes

Gross carrying value at end of period
$66 $29 $31

Carrying value of emission allowances are recognized via charge to expense when consumed

See Note tar additional intormahoe regarding gains and losses on sales of emission allowances by

USFEG and Commercial Power
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The
following table presents amortization expense for gas coal and power

contracts wind development rights and other intangible assets

Years Ended December 31

in millions
2012 2011 2010

Duke Energy
$14 $10 $24

Duke Energy Ohio
12 20

Duke Energy Indiana

The table below shows the expected amortization expense for the next five

years for intangible assets as of Dscember 31 2012 The expected amortization

expense includes estimates of emission allowances consumption and estimates

of consumption of commodities such as gas and coal under
existing contracts

as well as estimated amortization related to the wind development projects

The amortization amounts discussyd below are estimates and actual amounts

may differ from these estimates due to such factors as changes in consumption

patterns sales or impairments of mission allowances or other intangible

assets delays in the in-service daes of wind assets additional
intangible

acquisitions and other events

in millions 2013 2014 2015 2016 2017

DuheEnergyohio 13 10 10

Duke Energy Indiana 30

Emission Allowance lmpairint

On August 2011 the EPAs final rule to
replace CAIR was published

in the Federal Register As further scussed in Note the CSAPR established

state-level annual SO2 and NO cap that were required to take effect on

January 2012 and state-level ozone-season NO caps that were to take

effect on May 2012 The CSAPR did not utilize CAA emission allowances as

the
original CAIR provided Under the CSAPR the EPA was expected to issue

new emission allowances to be useil exclusively for purposes of complying with

the CSAPR cap-and-trade program After this ruling was published in 2011
Duke Energy evaluated the effect of the CSAPR on the carrying value of emission

allowances recorded at its USFEG end Commercial Power segments Based

on the provisions of the CSAPR Duke Energy Ohio had more SO2 allowances

than were needed to comply with the continuing CAA acid rain cap-and-trade

program excess emission allowances Duke Energy Ohio incurred pre-tax

impairment of $79 million in 2011 tu write down the carrying value of excess

emission allowances held by Commercial Power to fair value The charge

is recorded in Impairment charges on Duke Energy and Duke Energy Ohios

Consolidated Statement of Operations This amount was based on the fair value

of excess allowances held by Commercial Power for compliance under the

continuing CAA acid rain cap-and-trade program as of September 30 2011

13 INVESTMENTS IN UNCONSOLIDATED AFFILIATES

Investments in domestic and international affiliates that are not controlled

by Duke Energy but over which it ha
significant influence are accounted for

using
the

equity method
Significant investments in affiliates accounted for

under the equity method are discussed below

Commercial Power

As of December 31 2012 and 2011 investments accounted for under

the
equity method

primarily consisted of Duke Energys approximate 50%

ownership interest in the five Sweetwater projects Phase l-V which own wind

power assets located in Texas As of December 31 2012 Duke Energy held

50% ownership interest in both INDU Solar Holdings LLC and DS Cornerstone

LLC which own solar and wind power projects respectively As of December 31
2011 Duke Energy held 49% ownership interest in Suez-DEGS Solutions of

Ashtabula LLC and 50% ownership interest in INDU Solar Holdings LLC
Duke Energysold its interest in Ashtabula

during 2012 The sale did not result in

significant gain or loss

International Energy

As of December 31 2012 and 2011 Duke Energy held 25% indirect

interest in NMC which owns and operates methanol and MTBE business

in Jubail Saudi Arabia As of December31 2011 Duke Energy held 25%

ownership interest in Attiki Gas Supply S.A Attiki In the first
quarter of 2012

Duke Energy completed the sale of this interest to an existing equity owner No

gain or loss was recognized on the sale

Other

As of December 31 2012 and 2011 investments accounted for under the

equity method
primarily include 50% ownership interest in DukeNet which

owns and operates telecommunications businesses

On December 21 2010 as discussed in Note Duke Energy completed

an agreement with Alinda to sell 50% ownership interest in DukeNet As

result of the disposition transaction DukeNet and Alinda are equal 50%
owners in the new joint venture The sale resulted in $139 million

pre-tax gain

recorded in Gains on Sales of Other Assets and Other net on the Consolidated

Statements of Operations Prior to the closing of the transaction DukeNet was

consolidated wholly owned subsidiary of Duke Energy

On December 2010 Duke Energy completed the sale of its 30%

equity investment in Q-Comm to Windstream Corp Windstream The sale

resulted in $165 million in net proceeds including $87 million of Windstream

common shares and $109 million
pre-tax gain recorded in Gains on sales of

unconsolidated affiliates on the Consolidated Statements of Operations

As of December 31 2012 and 2011 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 Decerniber 31 2012 and 2010 Duke Energy

recorded
pie-tax impairment charges to the

carrying value of investments in

unconsolidated affiliates of $6 million and $11 million respectively There were

no significant pre-tax impairment charges to the carrying value of investments

in unconsolidated affiliates
during the year ended December 31 2011 These

impairment charges which were recorded in Gains losses on sales of

unconsolidated affiliates on the Consolidated Statements of Operations were

recorded as result of Duke Energy concluding that
it would not be able to

recover its
carrying value in the related investments thus the carrying value of

these investments were written down to their estimated fair value
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During the years ended December 31 2012 2011 and 2010 Duke Energy

received distributions from equity investments of $183 million $149 million and

$111 million respectively which are included in Other assets within Cash Flows

from Operating Activities on the Consolidated Statements of Cash Flows

The following table presents Duke Energys summarized combined

financial information of equity method unconsolidated affiliates

December 31

in millions
2012 2011

Balance Sheet

Current assets 511 492

Non-current assets 2252 1599

Current liabilities 601 267

Non-current liabilities 519 225

Net assets $1649 $1599

Years Ended December 31

in millions 2012 2011 2010

Income Statement

Operating revenues $1624 $1615 $1385

Operating expenses
121 865 924

Net income 665 607 430

Other Investments

Commercial Power had an interest in South Houston Green Powe L.P

SHGP which is cogeneration facility containing three combustion turbines

in Texas City Texas Although Duke Energy owned significant portion
of SHG

it was not consolidated as Duke Energy did not hold majority voting control or

have the ability to exercise control over SHGl nor was Duke Energy the primary

beneficiary Duke Energy exercised the cash settlement option of an asset

swap agreement for SHGP and received total cash proceeds of $184 million in

December 2010 This transaction did not result in significant gain

14 REI.ATED PARTY TRANSACTIONS

The Subsidiary Registrants engage in related party transactions which

are generally performed at cost and in accordance with the applicable state and

federal commission regulations Refer to the Consolidated Balance Sheets of

Duke Energy Carolinas Progress Energy Progress Energy Carolinas Progress

Energy Florida Duke Energy Ohio and Duke Energy Indiana for balances due to

or due from related parties Amounts related to transactions with related parties

included in the Consolidated Statements of Operations and Comprehensive

Income are presented in the following
table

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

The following table presents Duke Energys investment in equity method unconsolidated affiliates by segment and geographic area

December 31 2012 December 31 2011

in millions
uS Foreign

Total U.S Foreign Total

U.S Franchised Electric and Gas

Commercial Power
219 219 188 188

International Energy
81 81 91 91

Other
168 10 118 167 176

Investments in Equity Method Uncxnsolidated Affiliates $392 $91 $483 $360 $100 $460

The following table presents Duke Energys equity in earnings of equity
method unconsolidated affiliates by segment

Years Ended December 31

2012 2011 2010

in millions
U.S Foreign Total U.S Foreign Txtal U.S Foreign ixtal

U.S Franchised Electric and Gas

Commercial Power 14 14

International Energy
134 134 145 145 102 102

Other

Equity in Earnings of Unconsolidated Affiliates $12 $136 $148 13 $147 $160 12 $104 $116
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Years Ended December31

in milliens 2012 2011 2010

Duke Energy Carolinas

Corporate governance and shared service expensos

lndemnificationn coveragesrv

Joint Dispatch Agreement JDA revenoe

Joint Dispatch Agreement JDA expense11
_______

Progress Energy

Corporate goveroaoce and shared service provided

by Duke Ennrgy

Corporate governance
and shared service provided

to Duke Energy

indemnification coverages15

Joint Dispatch Agreement JDA revenue11

Joint Dispatch Agreement JDA eopense11

Progress Energy Carolinas

Corporate governance
and shared service eopense 254 203 176

Indemnification coverages

Joint Dispatch Agreement iDA reveno1 91

Joint Dispatch Agreement iDA eopens1 18

Progress Energy Florida

Corporate governance and shared service expenses11 186 160 156

Indemnification coverageslc

Duke Energy Ohio

Corporate governance and shared service expeoses1 358 401 369

Indemnification coverages151 15 11 19

Duke Energy Indiana

Corporate governance
and shared service eopenses 419 415 364

Indemnification coveragesrv

The subsidiary eegistrants am charoed their proportionate share of corpnrate gosernancn and nther costs

by unconsolidated affiliates that are canselidated aft Uiates of Take Energy and Progress Energy Corporate

governance and other shared services cooto an primarily related to human resources employee benefits

legal aod accounting teeo as well ao other thud-party costs These amounts are recorded in Operatien

maioteoaoce and other on the Consolidated statements at Overati000 and Comprehennian Income

hI The Subsidiary eegistranto incur expenses relurted to certain indemnification ceverogeo through Olson

Duke Energys wholly owned captive insurance uuhsidiary These espenseo are recorded in Operation

maintenance avd ather on the Consolidated Statements of Operations and Comprehensive Income

Ic Effective with the consammatron of the merge between Take Energy and Progress Energy Duke Energy

Carolinas and Pmgreao Energy Carolinas hagai to participate in
jog which allowed the collective

dispatch of power plants between the oemice territnnies ta reduce cast amer rates eeaanses from the

sale of power ander the TA are recorded in ffigalated electric within reueeae on the Consolidated

Statemeets of Operatioos and Comprehensive Income Eopeeoes from the porchaae at power under

the TA are recordod in Fool aoed in eloctdc generation and parchased power regalated on the

Cenoolidated Statements of Operations and Crimprehenoive Income

dl Progress Energy charges proportionate shari at corporate goaernaoce and other caoto to unconsolidated

affiliates that are consolidated affiliates of Dalee Eeergy Corporate governance and ether shared costs

are primarily related to human reseurces employee benetits legal and accounting tees as well as other

third-party cooto These charges are recorded as an offset to Operation maintenance and other in the

Statemeoto of Operations and Comprehensive Income

In addition to the amounts presented above the Subsidiaty Registrants

record income associated with the rental of office space to consolidated

affiliates of Duke Energy as well as tlteir proportionate share of certain charged

expenses from affiliates of Duke Enery The Duke Energy registrants participate

in money pool arrangement with Duke Energy and certain of its subsidiaries

See Note for more information regarding money pool As discussed in Note 18

certain trade receivables have been sold by Duke Energy Ohio and Duke Energy

Indiana to CRC an unconsolidated entity formed by subsidiaty of Duke Energy

The proceeds obtained from the sales of receivables are largely cash but do

include subordinated note from CRC for portion of the purchase price Rental

income interest income and interest expense on these transactions were not

material for the
years ended December 31 2012 2011 and 2010

In January 2012 Duke Energy Ohio recorded non-cash equity transfer of

$28 million related to the sale of Vermilion to Duke Energy Indiana Duke Energy

Indiana recorded non-cash after tax
equity transfeE of $26 million for the

purchase of Vermillion from Duke Energy Ohio See note for further discussion

DECAM is nonregulated direct
subsidiary

of Duke Energy Ohio DECAM

conducts business activities including the execution of commodity transactions

third-party vendor and supply contracts and service contracts for certain of

Duke Energys nonregulated entities The commodity contracts that DECAM

enters either do not
qualify as hedges or are accounted for as undesignated

contracts thus the mark-toTmarket impacts of these contracts are reflected in

Duke Energy Ohios Consolidated Statements of Operations and Comprehensive

Income In addition equal and
offsefting mark-to-market impacts of

intercompany contracts with nonEegulated entities are reflected in Duke Energy

Ohios Consolidatod Statements of Operations and Comprehensive Income

representing the pass through of the economics of the original contracts to non-

regulated entities in accordance with contractual arrangements between Duke

Energy Ohio and nonregulated entities Because it is not rated entity DCAM

receives its credit support from Duke Energy or its nonregulated subsidiaries

and not the regulated utility operations of Duke Energy Ohio DECAM meets

its funding needs through an intercompany loan agreement from
subsidiary

of Duke Energy DECAM also has the ability to loan mondto the subsidiary

of Duke Energy DECAM had an outstanding intercompany loan payable with

the subsidiary of Duke Energy of $79 million as of December 31 2012 This

amount is recorded in Notes payable to affiliated companies on Duke Energy

Ohios Consolidated Balance Sheets DECAM had $90 million intercompany

loan receivable with the subsidiary of Duke Energy as of December 31 2011

This amount is recorded in Notes receivable from affiliated companies on Duke

Energy Ohios Consolidated Balance Sheets As discussed in Note in August

2012 Duke Energy issued $1.2 billion of senior unsecured notes Proceeds from

the issuances were used in part to repay outstanding notes of $500 million to

DECAM and such funds were ultimately used to
repay

at
maturity Duke Energy

Ohios $500 million debentures due September 15 2012 In conjunction with

the proposed generation asset transfer discussed in Note Duke Energy Ohios

capital structure is being restructured to reflect appropriate debt and
equity

ratios for its regulated Franchised Electric and Gas operations

15 RISk MANAGEMENt DERIVATIVE INSTRUMENTS

AND HEDGING ACTIVITIES

The Duke Energy Registrants closely monitor the risks associated with

commodity price changes and changes in interest rates on their operations and

where appropriate use various commodity and interest rate 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 hedges or have not been designated as hedges hereinafter

referred to as undesignated contracts The Duke Energy Registrants primary

use of energy commodity derivatives is to hedge the generation portfolio against

exposure to changes in the prices of power and fuel Interest rate swaps are

entered into to manage interest rate risk primarily associated with the Duke

Energy Registrants variable-rate and fixed-rate 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 the Duke Energy Registrants may elect to designate

such derivatives as either cash flow hedges or fair value hedges The Duke

Energy Registrants offset fair value amounts
recognized on the Consolidated

$1112

21

18

91

$1009 $1016

21 25

63$

41

11

91

18
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Balance Sheets related to derivative instruments executed with the same

counterparty under the same master netting agreement

The operations of the USFEG business segment meet the criteria for

regulatory accounting treatment Accordingly for derivatives designated as cash

flow hedges within IJSFEG gains and losses are reflected as regulatory liability

or asset instead of as component of AOCI For derivatives designated as fair

value hedges or left undesignated within USFEG gains and losses associated

with the change in fair value of these derivative contracts would be deferred as

regulatory liability or asset thus having no immediate earnings impact

Within the Duke Energy Registrants 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 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 qualify and are designated as 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 The Duke Energy

Registrants include 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 the Duke Energy Registrants enter into derivative

agreements that are economic hedges that either do not qualify for hedge

accounting or have not been designated as hedge The changes in fair value of

these undesignated derivative instruments are reflected in current earnings

Commodity Price Risk

The Duke Energy Registrants are exposed to the impact of market changes

in the future prices of electricity energy capacity
and financial transmission

rights coal natural gas and emission allowances SO2 seasonal NO2 and

annual NO2 as result of their energy operations such as electricity generation

and the transportation and sale of natural gas With respect to commodity

price risks associated with electricity generation the Duke Energy Registrants

are exposed to changes including but not limited to the cost of the coal and

natural gas used to generate electricity
the prices of electricity in wholesale

markets the cost of capacity and electricity purchased for resale in wholesale

markets and the cost of emission allowances primarily
at the Duke Energy

Registrants coal fired power plants Risks associated with commodity price

changes on future operations are closely monitored and where appropriate

various commodity contracts are used to mitigate the effect of such fluctuations

on operations Exposure to commodity price risk is influenced by number of

factors including but not limited to the term of the contract the liquidity of the

market and delivery location

Commodity Fair Value Hedges

At December 31 2012 there were no open commodity derivative

instruments that were designated as fair value hedges

Commodity Cash Flow Hedges

At December 31 2012 there were immaterial open commodity derivative

instruments that were designated as cash flow hedges

Undesignated Contracts

The Duke Energy Registrants use derivative contracts as economic hedges to

manage the market risk exposures that arise from providing electricity generation

and capacity to large energy customers energy aggregators retail customers

and other wholesale companies Undesgnated contracts may include contracts

not designated as hedge contracts that do not qualify for hedge accounting

derivatives that do not or no longer qualify for the NPNS scope exception and

dc-designated hedge contracts These contracts expire as late as 2016

lindesignated contracts also include contracts associated with operations

that Duke Energy continues to wind down or has included as discontinued

operations As these undesignated contracts expire as late as 2021 Duke

Energy has entered into economic hedges that leave it minimally exposed to

changes in prices over the duration these contracts

Duke Energy Carolinas and Progress Energy Carolinas use derivative

contracts as economic hedges to manage the market risk exposures that arise

from electricity generation Duke Energy Carolinas and Progress Energy Carolinas

have also entered into firm power sale agreements which are accounted for as

derivative instruments as part of the Interim FERC Mitigation in connection with

Duke Energys merger with Progress Energy See Note for further information

Duke Energy Carolinas undesignated contracts as of December 31 2012 are

primarily associated with forward sales and purchases of power Progress Energy

Carolinas undesignated contracts as of December 31 2012 are primarily

associated with forward purchases of fuel used in electricity generation

Progress Energy Florida uses derivative contracts as economic hedges

to manage the market risk exposures that arise from electricity generation

Undesignated contracts at December 31 2012 are primarily associated with

forward purdhases of fuel used in electricity generation

Duke Energy Ohio uses derivative contracts as economic hedges

to manage the market risk exposures that arise from providing electricity

generation and capacity to large energy customers energy aggregators

retail customers and other wholesale companies lindesignated contracts at

December 31 2012 are primarily associated with forward sales and purchases

of power coal and gas for the Commercial Power segment

Duke Energy Indiana uses derivative contracts as economic hedges

to manage the market risk exposures that arise from electricity generation

Undesignated contracts at December 31 2012 are primarily associated with

forward purchases and sales of power financial transmission rights and

emission allowances

Interest Rate Risk

The Duke Energy Registrants are exposed to risk resulting from changes

in interest rates as result of their issuance or anticipated issuance of variable

and fixed-rate debt and commercial paper Interest rate exposure is managed by

limiting variable-rate exposures to percentage of total debt and by monitoring

the effects of market changes in interest rates To manage risk associated

with changes in interest rates the Duke Energy Registrants may enter into

financial contracts primarily interest rate swaps and U.S Treasury lock

agreements Additionally in anticipation of certain fixed-rate debt issuances

series of forward starting interest rate swaps may be executed to lock in

components of the market interest rates at the time and terminated prior to or

upon the issuance of the corresponding debt When these transactions occur

within business that meets the criteria for regulatory accounting treatment

these contracts may be treated as undesignated and any pre-tax gain or loss

recognized
from

inception
to termination of the hedges would be recorded as

regulatory liability or asset and amortized as component of interest expense

over the life of the debt Alternatively these derivatives may be designated

as hedges whereby any pre-tax gain or loss recognized from inception to

termination of the hedges would be recorded in AOCI and amortized as

component of interest expense over the life of the debt
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The following table shows tie notional amounts for derivatives related to interest rate risk

Notional Amounts of Derivative Instruments Related to Interest Rate

December 31 2012

in millions

Cash flow hedges

Iiodesignated contracts

Fair value hedges

$1041

290 50

250

Duke Enenw mcudes amounts related to nor -recourse variable rate long-term debt of VIEs of $620 million at December 31 2012 and $466 million at December31 2011

Volumes

The following table shows infomation relating to the volume of the Duke Energy registrants outstanding commodity derivative activity Amounts disclosed

represent
the notional volumes of commodities contracts accounted for affair value For option contracts notional amounts include only the delta-equivalent volumes

which represent the notional volumet 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 ofnotional amounts The Duke Energy Registrants have

netted contractual amounts where ofisetting purchase and sale contracts exist with identical delivery locations and times of delivery Where all commodity positions

are perfectly offset no quantities are shown below For additional information on notional dollar amounts of debt subject to derivative contracts accounted for at fair

value see Interest Rate Risk section above

Commodity contracts

Electricity-enetgy Gtgawatt-hours

Electricity-capacity Gigawatt-months

Oil millions otgallons

Natural gas millions of decathermsl

Duke Energy

December 31 2012

The following tables show fair value amounts of derivative contracts

and the line items in the Consolidated Balance Sheets in which such amounts

are included The fair values of derivative contracts are presented on gross

basis even when the derivative instruments are subject to master netting

Duke Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

Energy Carolinas Energy Carolinas Florida Ohio Indiana

50 21 200

250

Total notional amount $1581 $50 $50 $271 $200

December 31 2011

Duke Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Cashflowhedges 841 $500 $250 $50

l.lndesignated contiacts 247 200

Fair value hedges 275 25 250

Total notional amount $1363 25 $500 $250 $50 $277 $200

Duke Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

Energy Carolinas Energy Carolinas Florida Ohio Indiana

52104 2028 1850 1850 51215 91

528 348 118 230 180

December 31 2011

Duke Duke Energy Progress Progress Energy Progress Energy Duke Energy Duke Energy

Energy Carolinas Energy Carolinas Florida Ohio Indiana

Commodity contracts

Electricity-energy Gigawatt-homsY 14118 -- 14655 682

Emission allowances NO thousands of tons

Oil millions xl gallons 10 10

Natural
gas millions of decatherms 40 347 103 244

Amounts at Duke Energy Ohm nciade ntercompar positrons that are elrmieated at Duke Energy
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36 11 14

arrangements where Duke Energy nets the fair value of derivative contracts

subject to master netting arrangements with the same counterparty on the

Consolidated Balance Sheets Cash collateral payables and receivables

associated with the derivative contracts have not been netted against
the fair

value amounts

December 31

2012 2011

in millions
Asset Liability Asset Liability

Derivatives Designated as Hedging Instruments

Commodity contracts

Current liabilities other

Deferred credits and other liabilities other

Interest rate contracts

Current assets other

Investments and other assets other

Current Liabilities Other
81 11

Deferred credits and other liabilities other
35 76

Total Derivatives Designated as Hedging

Instruments
$119 $87

Derivatives Not Designated as Hedging

Instruments

Commodity contracts

Current assets other
41 $81 31

Investments and other assets other
106 50 35 17

Current liabilities other
106 401 136 168

Deferred credits and other liabilities other
255 25 93

Interest rate contracts

Current liabilities other
16

Deferred credits and other liabilities other
75

Total Derivatives Not Designated as Hedging

Instruments
255 $198 $217 $386

Total Derivatives
$264 $917 $283 $473

The following table shows the amount of gains
and losses recognized on

derivative instruments designated and qualifying
as cash flow hedges by type of

derivative contract and the Consolidated Statements of Operations line items in

which such gains
and losses are included when reclassified from AOCI

Years Ended December 31

in millions
2012 2011 2010

Pre-tax Gains Losses Recorded in AOCI

Interest rate contracts
$23 $88

Commodity contracts

Total Pre-tax Gains Losses Recorded in AOCI $22 $88 $2

Location of Pre-tax Gains and Losses Reclassified

from AOCI into Earnings

Fuel used in electric generation
and purchased power

Interest rate contracts

Interest expense

Total Pre-tax Gains Losses Reclassified from AOCI

into Earnings

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

There was no hedge ineffectiveness during the years
ended December 31

2012 2011 and 2010 and no gains or losses have been excluded from the

assessment of hedge effectiveness during
the same periods

At December 31 2012 and December 31 2011 $151 million and $115 million

respectively of pre-tax deferred net losses on derivative instruments related

to interest rate cash flow hedges were included as component of AOCI and

$5 million pre-tax gain is expected to be recognized in earnings during the next

12 months as the hedged transactions occur

The following tables show the amount of pie-tax gains
and losses

recognized on undesignated contracts by type of derivative instrument and the

line items in the Consolidated Statements of Comprehensive Income in which

such gains
and losses are included or deferred on the Consolidated Balance

Sheets as regulatory
assets or liabilities

Years Ended

December 31

in millions
2012 2011 2010

Location of Pre-tax Gains and Losses Recognized

in Earnings

Commodity contracts

Revenue regulated electric
23

Revenue nonregulated electric natural gas
and other

38 59 38

Other income and expenses

Fuel used in electric generation and purchased power regulated 194

Fuel used in electric generation
and purchased

power_nonregulated

Interest rate contracts

Interest expense

Total Pre-tax Losses Gains Recognized in Earnings $181 60 $28

Location of Pre-tax Gains and Losses Recognized

as Regulatory
Assets or Liabilities

Commodity contracts

Regulatory
asset

Regulatory liability

Interest rate contracts

Regulatory asset
10 165

IatoryIiabiIity
060

Total Pre-tax Gains Losses Recognized

as Regulatory Assets of Liabilities
44 $209 $78

Duke Energy Carolinas

The following tables show fair value amounts of derivative contracts

and the line items in the Consolidated Balance Sheets in which such amounts

are included The fair values of derivative contracts are presented on gross

basis even when the derivative instruments are subject to master netting

arrangements where Duke Energy Carolinas nets the fair value of derivative

contracts subject to master netting arrangements with the same counterparty

on the Consolidated Balance Sheets Cash collateral payables and receivables

associated with the derivative contracts have not been netted against
the fair

value amounts
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in millions

Derivatives Designated as Hedging Instruments

Commodity contracts

December 31 December 31

2012 2011

in millions
Asset Liability Asset Liability

Derivatives
Designated as Hedging struments

Interest rate contracts

Current assets other

Total Derivatives Designated as Hedging

Instruments

Derivatives Not
Designated as Hedging

Instruments

Commodity contracts

Current liabilities other

Deferred credits and other liabilities other

Total Derivatives Not Designated as Hedging

Instruments
$12

Total Derivatives
$12

The following table shows the amount of gains and losses
recognized

on derivative instruments designated and
qualifying as cash flow hedges by

type of derivative contract and the Consolidated Statements of Operations
line items in which such

gains and losses are included when reclassified

from AOCI

Years Ended

December 31

in millions
2012 2011 2010

Location of Pre-tax Gains and Lossesl Reclassified

from AOCI into
Earningsii

Interest rate contracts

Interest
expense $3 $5 $6

Total Pre-tax Gains Losses Reclassified from AOCI

into
Earnings $3 $5 $6

Represents the gains and lenses on cash floe hedges previously recorded in AOC1 during the term of the

hedging nelationship and reclassified into earnings during the current period

At December 31 2012 and 2011 there were no pre-tax deferred net gains

or losses on derivative instruments related to cash flow hedges remaining in

AOCI for Duke Energy Carolinas

The
following tables show the mount of the

pre-tax gains and losses

recognized on undesignated contracts by type of derivative instrument and the

line items in the Consolidated Statements of Operations and Comprehensive

Income in which such gains and losses are included or deferred on the

Consolidated Balance Sheets as regulatory assets or habilities

Years Ended

December 31

in millions
2012 2011 2010

Location of Pre-tax Gains and Losses Recognized

in
Earnings

Commodity contracts

Revenue regulated electric $12

Total Pre-tax Losses Gains Recognized in
Earnings $12

Location of Pre-tax Gains and Losses Recognized as

Regulatory Assets or Liabilities

Commodity contracts

Regulatory liability

Interest rate contracts

Regulatory asset
94

Regulatory liability 60 60

Total Pre-tax Gains Losses Recognized as Regulatory

Assets of Liabilities
$154 $59

Progress Energy

The
following tables show fair value amounts of derivative contracts and

the line items in the Consolidated Balance Sheets in which such amounts are

included The fair values of derivative contracts are presented on gross basis

even when the derivative instruments are subject to master netting arrangements
where

Progress Energy nets the fair value of derivative contracts
Subject to

master
netting arrangements with the same counterparty on the Consolidated

Balance Sheets Cash collateral payables and receivables associate with the

derivative contracts have not been netted
against the fair value amounts

December 31 December 31

2012 2011

Asset Liability Asset Liability

Current liabilities other

Deferred credits and other liabilities other

Interest rate Contracts

Current liabilities other
76

Deferred credits and other liabilities other
17

Total Derivatives Designated as Hedging Instruments
96

Denvatives Not Designated as Hedging Instruments

Commodity contracts

Current assets other

Investments and other assets other

Current liabilities other
231 3/1

Deferred credits and other liabilities other 195 332

Interest rate contracts

Current liabilities other
11

Total Derivatives Not
Designated as

Hedging Instruments
$11 $431 $703

Total Derivatives

______________
$11 $440 $799
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The following table shows the amount of
gains and losses recognized

on derivative instruments designated and qualifying as cash flow hedges by

type of derivative contract and the Consolidated Statements of Operations and

Comprehensive Income line items in which such gains and losses are included

when reclassified from ADd

Years Ended

December 31

in millions 2012 2011 2010

Pre-tax Gains Losses Recorded in AOCl1

Commodity contracts

Interest rate contracts 11 $1141 $51

Total Pre-tax Gains Losses Recorded in AOCI 10 $1144 $57

Location of Pre-tax Gains and Losses Reclassified from

AOCI into Earningsnt

Interest rate contracts151

Interest expense 14 13 $11

Total Pre-tax Gains Losses Reclassified from AOCI

into Earnings 14 13 $11

Location of Pre-tax Gains and Losses Reclassified from

AOCI to Regulatory Assets or Liabilities1

Interest rate contracts

Regulatory Assets $159

Total Pre-tax Gains Losses Recognized as Regulatory

Assets or Liabilities $159

Effecitve portion

Amounts is AUC related to terminated hedges are reclassified to eareings as the interest eupeose is

recorded The effdctive portion of the hedges will be amortized to interest eepense over the term at the

related debt

Ic To conform to Dolee Energy policies effective with the merger Progress Energy no longer designates

derivative instruments related to interest rate cash flow hedges for regulated operations as cash flow

hedges As result the pre-tan losses on open
derivative contracts as ot the date of the

merger were

reclassified from AOCI to Regalatory assets

At December 31 2012 and 2011 $65 million and $232 million

respectively of pre-tax deferred net losses on derivative instruments related

to interest rate cash flow hedges were included as component of AOCI and

$5 million pre-tax loss is expected to be recognized in
earnings during the next

12 months as the hedged transactions occur

The following tables show the amount of
pre-tax gains and losses

recognized on undesignated contracts by type of derivative instrument and the

line items in the Consolidated Statements of Operations and Comprehensive

Income in which such gains and losses are included or deferred on the

consolidated Balance Sheets as regulatory assets or liabilities

Years Ended

December 31

in millions 2012 2011 2010

Location of Pre-tax Gains and Losses Recognized

in Earnings

Commodity contracts

Revenue regulated electric 11
Fuel used in electric generation and purchased power

reguIated1 454 297 324

Other income and expenses net 59

Interest rate contracts

Interest
expense

Total Pre-tax Losses Gains Recognized in Earnings $466 $1355 $1323

Location of Pre-tax Gains and Losses Recognized as

Regulatory Assets or Liabilities

Commodity contracts1t

Regulatory asset $171 $1502 $1398

Interest rate contractswt

Regulatory asset

Total Pre-tax Gains Losses Recognized as Regulatory

Assets of Liabilities $165 $1502 $398

After settlement at the deriaativeo and the foel is csosumed gains or losses are passed thrnugh the fuel

cootrecovery clause

Ib Amounts in regulatory assets and liabilities related to terminated hedges are reclassified to earnings as

the interest expense is recorded The hedges will be amortized to interest expense over the term of the

related debt

Ic Ameonto are recorded as regulatory aoseto and liabilities in the Balance Sheets until derivatieeo am settled

Progress Energy Carolinas

The following tables show fair value amounts of derivative contracts

and the line items in the Consolidated Balance Sheets in which such amounts

are included The fair values of derivative contracts are presented on gross

basis even when the derivative instruments are subject to master netting

arrangements where Progress Ener Carolinas nets the fair value of derivative

contacts subject to master netting arrangements with the same counterparly

on the Consolidated Balance Sheets Cash collateral payables and receivables

associated with the derivative contracts have not been netted against the fair

value amounts
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in millions
Asset__Liability

Asset Liability

Derivatives Designated as Hedging Instruments

Commodity contracts

Current liabilities other

Deterred credits and other liabilities other

Interest rate contracts

Current liabilities other 3S

Deterred credits and other habilitien other

Total Derivatives Designated as Hedging Instruments 47

Derivatives Not Designated as Hedging Instruments

Commodity contractsse

Current assets other

Investments and other assets other

Current liabilities other 85 91

Deferred credits and other liabilities other 68 110

Interest rate contracts

Current liabilities other 11

Total Derivatives Not Designated as Hedging

Instruments $164 $201

Total Derivatives $166 248

to Substantially all of these contracts receivr regulatory treatment

The following table shows the amount of gains and losses recognized

on derivative instruments designated and qualifying as cash flow hedges by

type
of derivative contract and the Consolidated Statements of Operations and

Comprehensive Income line items in which such gains and losses are included

when reclassified from ADd

Years Ended

December 31

in millions 2012 2011 2010

Pre-tax Gains Losses Recorded in ACICI

Interest rate contracts1 70 16

Total Pre-tax Gains Losses Recorded in AOCI 70 16

Location of Pre-tax Gains and Losses Reclassified from

AOCI into Earningsse

Interest rate contracts

Interest expense

Total Pro-tax Gains Losses Reclassified from AOCI into

Earnings

Location of Pre-tax Gains and Losses Reclassified from

AOCI to Regulatory Assets or Liabilities

Interest rate contracts

Regulatory assets $111

Total Pre-tax Gains Losses Recognized as Regulatory

Assets or Liabilities $111

Eftectiee portion

Amssnts in AOCI related ts terminated hedges are reclassified to earnings as the interest expense is recorded

The off ectise portion of the hedges will be amsrtizec to interest expense over the term of the related debt

Ic To conform to Duke Energy policies effective with the merger Progress Energy no longer designates

derivative instruments related to interest rate cash flow hedges for regulated operations no cash flow

hedges As result the pretae loosen on spec devatise contracts no of the date of the merger ware

reclassified from AQCI to Regulatory aeoets

At December 31 2011 $116 million of pie-tax deferred net losses on

derivative instruments related to interest rate cash flow hedges were included

as component of AOCI

The following tables show the amount of pie-tax gains and losses

recognized on undesignated contracts
by type

of derivative instrument and the

line items in the Consolidated Statements of Operations and Comprehensive

Income in which such gains and losses are included or deferred on the

Consolidated Balance Sheets as regulatory assets or liabilities

Years Ended

December 31

in millions 2012 2011 2010

Location of Pre-tax Gains and Losses Recognized

in Earnings

Commodity contracts

Revenue regulated electric

Fuel used in electric generation and purchased power

regalatedlv

Interest rate contracts

Interest expense

Total Pre-tax Losses Gains Recognized in Earnings $132 59 $45

Location of Pre-tax Gains and Losses RecognIzed as

Regulatory Assets or Liabilities

Commodity contractsse

Regulatory asset 55 $140 sf77

Interest rate contracts11t

Regulatory asset

Total Pro-tax Gains Losses Recognized as Regulatory

Assets of Liabilities 49 5140 577

Progress Energy Florida

The following tables show fair value amounts of derivative contracts

and the line items in the Consolidated Balance Sheets in which such amounts

are included The fair value of derivative contracts are presented on gross

basis even when the derivative instruments are subject to master nethng

arrangements where Progress Ener Florida nets the fair value of derivative

contracts subject to master netting arrangements with the same counterparty

on the Consolidated Balance Sheets Cash collateral payables and receivables

associated with the derivative contracts have not been netted against the fair

value amounts

December 31 December31

2012 2011

511 51

115 60 46

After settlement of the derivations and the fse is cansumed gains or tosses are panned thrnagh the feet

cost-recsoery clause

Amounts in regulatory assets and liabilities related to terminated hedges are reclassified ta earnings as

the interest expense is recorded The hedges wit be amortized ts interest enpense aver the term of the

related debt

Amounts are recsrded in regulatory assets and liabilities in the Balance Streets unfit deneahves are

settled
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in miflions Asset

Derivatives Designated as Hedging Instruments

Commodity contracts

Current liabilities other

Deferred credits and other habilities other

Interest rate contracts

Deferred credits and other liabilities other ---8
Total Derivatives Designated as Hedging Instruments 11

Derivatives Not
Designated as Hedging Instruments

Commodity contractsve

Current Assets Other

Investments and Other Assets Other

Current liabilities other 146 266

Deferred credits and other liabilities other 123 222

Total Derivatives Not Designated as Hedging

Instruments $269 $488

Total Derivatives $270 $499

Subotantiahy all of these contracts receive regulatory treatment

The following table shows the amount of gains and losses recognized

on derivative instruments designated and qualifying as cash flow hedges by

type of derivative contract and the Consolidated Statements of Operations and

Comprehensive Income line items in which such gains and losses are included

when reclassified from AOCI

Years Ended

December31

in millions 2012 20112010

Pre-tax Gains Losses Recorded in ADCP

Commodity contracts

Interest rate contractsm 35 11

Total Pre-tax Gains Losses Recorded in AOCI $38 $11

Location of Pre-tax Gains and Losses Reclassified

from AOCI into Earnings

Interest rate contracts1

Interest
expense

Total Pre-tax Gains Losses Reclassified from AOCI

into Earnings $.--

Location of Pre-tax Gains and Losses Reclassified from AOCI

to Regulatory Assetsol

Interest rate contracts

Regulatory assets $42

Total Pre-tax Gains Losses Reclassified from AOCI

to Regulatory Assets $42

Effective portion

bl Amounts in AOCI related to terminated hedges are reclassified to earnings as the interest eopense is recorded

Ire effective portion of the hedges will he amortized to interest expense noun the term of the related debt

Ic To conform to Duke Energy policies effective with the
merger Progress Energy no longer deoignateo

derivative instruments related to interest rate cash flow hedges ton regulated operof ions as cash flow

hedges As result the pre-tao loosen on open derivative contracts as of the date of the merger were

reclassified from AOCI to Regulatory assets

At December 31 2011 $41 million of pre-tax deferred net losses on

derivative instruments related to interest rate cash flow hedges were included

as component of AOCI

The following tables show the amount of pre-tax gains and losses

recognized on undesignated contracts by type of derivative instrument and the

line items in the Consolidated Statements of Operations and Comprehensive

Income in which such gains and losses are included or deferred on the

Consolidated Balance Sheets as regulatory assets or liabilities

Year Ended

December 31

in millions 2012 2011 2010

Location of Pre-tax Gains and Losses Recognized in

Earnings

Commodity contracts

Fuel used in electric generation aod purchased power

reguIated $339 $237 $1278

Interest rate contracts

Interest expense

Total Pre-tax Losses Gains Recognized in Earnings $341 $1237 $278

Location of Pre-tax Gains and Losses Recognized as

Regulatory Assets or Liabilities

Commodity contracts

Regulatory asset $116 $362 $1321

Total Pre-tax Gains Losses Recognized as Regulatory

Assets of Liabilities $116 $362 $321

Duke Energy Ohio

The following tables show fair value amounts of derivative contracts

and the line items in the Consolidated Balance Sheets in which such amounts

are included The fair values of derivative contracts are presented on gross

basis even when the derivative instruments are subject to master netting

arrangements where Duke Energy Ohio nets the fair value of derivative

contracts subject to master netting arrangements with the same counterparty

on the Consolidated Balance Sheets Cash collateral payables and receivables

associated with the derivative contracts have not been netted against the fair

value amounts

December 31

2012

Liability

December

2011

Asset Liability

After settlement of the deriuafiven and the fuel is consumed gains or losses are passed throsgh the fsel

cost -recuuery clause

Ib Amounts are recorded in regulatory assets and liabilities in the Balance Sheets until derivatives are

settled
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December 31 December 31
2012

2011

Asset
Liability Asset

hability

Duke Energy Indiana

The
following tables show fair value amounts of derivative contracts

and the line items in the Consolidated Balance Sheets in which such amounts
are included The fair values of derivative contracts are presented on gross
basis even when the derivative instruments are subject to master netting

arrangements where Duke Energy Indiana nets the fair value of derivative
contracts

subject to master
netting arrangements with the same

counterparty
on the Consolidated Balance Sheets Cash collateral payables and receivables
associated with the derivative contracts have not been netted

against the fair
value amounts

December 31 December 31

2012
2011

in millions
Asset

Liability Asset
Liability

Derivatives
Designated as Hedging Instruments

Interest rate contracts

Current assets other

Investments and other assets other

Total Derivatives
Designated as Hedging Instruments

Derivatives Not Designated as Hedging Instruments

Commodity contracts

Current assets other
$31 $79 39

Investments and other assets other
81 51 29 18

Current liabilities other
106 132 136 146

Deferred credits and other liabilities o.her
22 33

Interest rate contracts

Current liabilities other

Deferred credits and other liabilities other

Total Derivatives Not
Designated as Hedging

Instruments

$218 $199 $266 $245

Total Derivatives

$220 $199 $271 $245

There were no gains or losset on cash flow hedges recorded or
reclassified at Duke Energy Ohio for the years ended December 31 2012 and
2011

respecttvely There was an immaterial amount of losses on cash flow

hedges reclassified at Duke Energy hio for the year ended December 31 2010
At December 31 2012 there were no pre-tax deferred net gains or losses

on derivative instruments related to cash flow hedges remaining in AOCI for
Duke Energy Ohio

The
following tables show the amount of the pre-tax gains and losses

recognized on undesignated contracis
by type of derivative instrument and the

line items in the Consolidated Statenents of
Operations and Comprehensive

Income in which such
gains and losses are included or deferred on the

Consolidated Balance Sheets as
regulatory assets or liabilities

Years Ended

December 31

in millions

2012 2011 2010

Location of Pre-tax Gains and Losses Recognized in
Earnings

Commodity contracts

Revenue nonregulated electric natural gas and other $16 $26
Fuel used in electric generation and purchtsed power

nonregulated

Interest rate contracts

Interest
eopense 111

Total Pre-tax Losses Gains Recognized in
Earnings $77 $128

Location of Pre-tax Gains and Losses
Ftecognized as

Regulatory Assets or Liabilities

Commodity contracts

Regolatory asset

Regulatory liability

Interest rate contracts

Regulatory asset

Total Pre-tax Gains Losses Recognized us
Regulatory

Assets of Liabilities $1 $4

in millions

Derivatives Not
Designated as Hedging Instruments

Commodity contracts

Current assets other
$10

Current liabilities other

Interest rate Contracts

Current liabilities other
63

Deferred credits and other liabilities other
66

Total Derivatives Not Designated as

Hedging Instruments
$10 $63 $4 $68

Total Derivatives
$10 $63 $4 $68

The
following table shows the amount of gains and losses

recognized on
derivative instruments designated and

qualifying as cash flow hedges by type of
derivative contract and the Consolidated Statements of Operations line items in

which such
gains and losses are included when

reclassified from AOCI

Years Ended

December 31

in millions

2012 2011 2010

Location of Pre-tax Gains and Losses Reclassified from AOCI
into

Earningsii

Interest rate contracts

restexpe
$2 $3

Total Pre-tax Gains Losses Reclassified from AOCI into Earnings $3 $2 $3

Represents the gains and iooseo on caoh fiow hedges prevrousiy recorded
in AOCi during the term ot the

hedging reiatinnship and reciassified into earnings duning the current period

There were no pre-tax deferred net gains or losses on derivative
instruments related to cash flow hedges remaining in AOCI for Duke Energy
Indiana at December31 2012 and 2011 respectively

The
following tables show the amount of the

pre-tax gains and losses

recognized on undesignated contracts by type of derivative instrument and line
items in the Consolidated Statements of Operations and Comprehensive Income
in which such gains and losses are included or deferred on the Consolidated
Balance Sheets as

regulatory assets or liabilities
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December31 2012

Progress Energy Progress Energy Duke Energy

in millions

Duke Energy Progress Energy
Carolinas

Florida
Ohio

Aggregate
fair value amounts of derivative instruments in net liability position

$466 $286 $108 $118 $116

Collateral already posted

163 59
50 104

Additional cash collateral or letters of credit in the event credit-risk-related contingent

features were triggered
at the end of the reporting periodber31 2011

Progress Energy Progress Energy
Duke Energy

Collateral already posted

36
147 24

123 35

Additional cash collateral or letters of credit in the event credit-risk-related contingent

features were triggered
at the end of the reporting period

Netting of Cash Collateral and Derivative Assets and Liabilities Under Master Netting Arrangements

In accordance with applicable
accounting guidance the Duke Energy Registrants

have elected to offset fair value amounts or amounts that approximate
fair

value recognized
on their Consolidated Balance Sheets related to cash collateral amounts receivable or payable against

fair value amounts recognized for derivative

instruments executed with the same counterparty
under the same master netting agreement The amounts disclosed in the table below represent the receivables

related to the right to reclaim cash collateral and payables related to the obligation to return cash collateral under master netting arrangements See Note 16 for

additional information on fair value disclosures
related to derivatives
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Years Ended

December 31

in millions

2012 2011 2010

Location of Pre-tax Gains and Losses Recognized as

Regulatory
Assets or Liabilities

Commodity contracts

Regulatory asset

$2

Regulatory liability

35 17 14

Interest rate contracts

Regulatory
asset

67

Total Pre-tax Gains Losses Recognized as Regulatory

Assets ot Liabilities
$41 $52 $14

Credit Risk

Certain derivative contracts of the Duke Energy Registrants
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 credit rating downgrade below investment grade

The following table shows information with respect to derivative contracts

that are in net liability position
and contain objective

credit-risk related payment

provisions
The amounts disclosed in the table below represent 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 collaterat 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
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16 FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Under
existing accounting guiilance fair value is considered to be the

exchange price in an orderly transaction between market
participants to sell an

asset or transter
liability at the measurement date The fair value definition

focuses on an exit
price which is the price that would be received to sell an

asset or paid to transfer
liability versus an entry price which would be the

price paid to
acquire an asset or received to assume

liability Fair value

measurements require the use of market data or assumptions that market

participants would use in
pricing the asset or liability including assumptions

about risk and the risks inherent in the inputs to the valuation technique These

inputs can be
readily observable corroborated by market data or generally

unobservable Valuation techniques are required to maximize the use of

observable inputs and minimize the use of unobservable inputs midmarket

pricing convention the midpoint price between bid and ask prices is
permitted

for use as
practical expedient

The Duke Energy Registrants classify recurring and
non-recurring fair

value measurements based on the
following fair value

hierarchy as prescribed

by the accounting guidance for fair value The
hierarchy prioritizes the inputs to

valuation techniques used to measure fair value into three levels

Level unadjusted quoted prices in active markets for identical

assets or liabilities the Duke Energy Registrants have 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 The Duke
Energy Registrants Level

primarily
consists of financial instruments such as exchange-traded derivatives

and listed equities

Level fair value measurement
utilizing inputs other than quoted

market
price that are observable either

directly or
indirectly for the

asset or liability Level
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

Level measurement cannot have more than an insignificant portion of

the valuation based on unobservable inputs Instruments in this
category

include non-exchange_traded derivatives such as over-the-counter

forwards swaps and options certain marketable debt
securities and

financial instruments traded in less than active markets

Level
any fair value measurements which include

unobservable inputs
for the asset or liability for more than an insignificant portion of the valuation

These inputs may be used with
internally developed methodologies that

result in managements best estimate of fair value Level instruments
may

include longer-term instruments that extend into
periods in which quoted

prices or other observable inputs are not available

The fair value accounting guidance for financial instruments
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 other

GAAP There are no financial assets or financial liabilities that are not required to
be accounted for at fair value under GAAP for which the option to record at fair

value has been elected by the Duke Energy Registrants Howeve in the future
the Duke Energy Registrants may elect to measure certain financial instruments
at fair value in accordance with this accounting guidance

Transfers out of and into Levels or represent existing assets or
liabilities

previously categorized as higher level for which the inputs to the

estimate became less observable or assets and liabilities that were
previously

classified as Level or for which the lowest significant input became more
observable during the period respectively The Duke Energy Registrants policy
for the

recognition of transfers between levels of the fair value hierarchy is to

recognize the transfer at the end of the period There were no transfers out of or
into Levels and

during the year ended December 31 2D12
Valuation methods of the primary fair value measurements disclosed

below are as follows

Investments in equity securities

Investments in equity securities other than those accounted for as
equity

and cost method investments 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
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December 31 2012 December31 2011
ix millions

Receivables
Payables Receivables PayablesDuke

Energy

Amouxts xffset
against net derivative ousitiuns

$13
10

Amxunts nut offset
against net derivative pusitixns

93
30

Progress Energy

Amounts offset
against net derivative positions

58
140

Amounts not offset against net derivative pesitians

Progress Energy Carolinas

Amounts offset against net derivative
positions

23
Amounts not offset against net derivatiile

pnsitions

Progress Energy Florida

Amounts offset
against net derivative positions

49
117

Amounts not offset against net derivative positions

Duke Energy Ohio

Amounts offset against net derivative positions

15Amounts not offset against net derivative
positions

92
28
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Foreign equity prices are translated from their trading currency using
the currency

exchange rate in effect at the close of the principal
active market Prices have not

been adjusted
to reflect for after-hours market activity

The majority
of investments

in equity
securities are valued using Level measurements For certain

investments that are valued on net asset value per share or its equivalent

or the net asset value basis when the Duke Energy Registrants
do not have the

ability to redeem the investment in the near term at net asset value per
share or

its equivalent or the net asset value is not available as of the measurement date

the fair value measurement of the investment is categorized as Level

Investments in available-for-sale auction rate securities

Duke Energy and Duke Energy Carolinas hold auction rate securities

for which an active market does not currently exist During the year
ended

December 31 2012 $55 million of these investments in auction rate securities

were redeemed at full par
value plus

accrued interest Auction rate securities

held are student loan securities for which at December 31 2012 approximately

84% is ultimately backed by
the U.S government At December 31 2012

approximately 24% of these securities are AAA rated As of December 31

2012 and 2011 all of these auction rate securities are classified as long-term

investments and are valued using Level measurements The methods and

significant assumptions used to determine the fair values of the investment in

auction rate debt securities represent
estimations of fair value using internal

discounted cash flow models which incorporate primarily managements own

assumptions as to the term over which such investments will be recovered at

par ranging from to 17 years the current level of interest rates less than

0.3% and the appropriate risk-adjusted
discount rates up to 4.2% reflecting

tenor of up to 17 years In preparing
the valuations all significant

value drivers

were considered including
the underlying

collateral primarily
evaluated on the

basis of credit ratings parity ratios and the percentage of loans backed by
the

U.S government

There were no other-than-temporary impairments associated

with investments in auction rate debt securities during
the

years
ended

December 31 2012 or 2011

Investments in debt securities

Most debt investments including those held in the Nuclear

Decommissioning Trust Funds NDTF are valued based on 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 measurements If the market for particular

fixed income security is relatively inactive or illiquid the measurement is Level

measurement U.S Treasury debt is typically Level measurement

Commodity derivatives

The pricing for commodity derivatives is primarily
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 Level and Level measurement relates to the level of activity

in forward markets for the commodity If the market is relatively inactive the

measurement is deemed to be Level measurement Commodity derivatives

with clearinghouses are classified as Level measurements For commodity

derivative contracts classified as Level Duke Energy utilizes internally-

developed financial models based upon the income approach discounted cash

flow method are utilized to measure the fair values The primary inputs
to

these models are the forward commodity prices
used to develop the forward

price
curves for the respective

instrument The pricing inputs are derived from

published exchange tralisaction prices
and other observable or public

data

sources In the absence of observable market information that supports the

pricing inputs there is presumption that the transaction price is equal to

the last observable price for similar period For the commodity derivative

contracts classified as Level the pricing inputs
for natural gas and electricity

forward price curves are not observable for the full term of the related contracts

In isolation
increases decreases in unobservable natural gas forward prices

would result in favorable unfavorable fair value adjustments for gas purchase

contracts In isolation increases decreases in unobservable electricity

forward prices
would result in unfavorable favorable fair value adjustments

for electricity sales contracts Duke Energy regularly evaluates and validates the

pricing inputs used to estimate fair value of gas purchase contracts by market

participant price
verification procedure which provides comparison of internal

forward commodity curves to market participant generated curves

Contingent Value Obligations CVO

Progress Energy issued CVOs which are derivatives in connection

with the acquisition
of Florida Progress Corporation

Florida Progress In

November 2011 Progress Energy commenced public
tender offer that expired

on February 15 2012 At December 31 2012 and 2011 all CVOs not tendered

have been classified as Level based on observable prices
in the less-than-

active market

In connection with the acquisition
of Florida Progress during 2000 the

Progress Energy parent
issued 98.6 million CVOs Each CVO represents

the

right
of the holder to receive contingent payments based on the performance

of four coal-based solid synthetic fuels limited liability companies purchased

by
subsidiaries of Florida Progress

in October 1999 All of Progress Energys

synthetic
fuels businesses were abandoned and all operations ceased as of

December 31 2007 The payments are based on the net after-tax cash flows

the facilities generated Progress Energy makes deposits
into CVO trust

for estimated contingent payments due to CVO holders based on the results

of operations
and the utilization of tax credits The balance of the CVO trust

at December 31 2012 and 2011 was $11 million and is included in Other

within Investments and Other Assets on the Consolidated Balance Sheets

Future payments from the trust to CVO holders will not be made until certain

conditions are satisfied and will include principal and interest earned during the

investment period net of expenses deducted Interest earned on the payments

held in trust for 2012 and 2011 were insignificant

In October 2011 Progress Energy entered settlement agreement and

release with plaintiff under which the parties mutually
released all claims

related to the CVO5 and Progress Energy purchased all of the plaintiffs
CVOs

at negotiated purchase price of $0.75 per
CVO In November 2011 Progress

Energy also commenced tender offer for all remaining outstanding CVOs at the

same purchase price
The tender offer expired on February 15 2012 Progress

Energy repurchased 83.4 million CVO5 through the settlement agreement or

through the tender offer The CVOs are derivatives and are recorded at fair value

In 2011 pre-tax losses of $59 million from changes in fair value were recorded

in Other Income and Expenses net on the Consolidated Statements of Income

At December 31 2012 the CVO liability
included in Other within Deferred

Credits and Other Liabilities on the Consolidated Balance Sheets was $4 million

based on the 15.2 million outstanding CVOs not held by
the Progress Energy

parent At December 31 2011 the CVO liability
included in Other within Current

Liabilities on the Consolidated Balance Sheets was $14 million based on the

18.5 million CVOs outstanding not held by the Progress Energy parent
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Goodwill and Long-lived Assets

See Note 12 for discussion of the valuation for goodwill and long-lived assets

Duke Energy

The
following tables

provide the fair value measurement amounts for assets and liabilities recorded on Duke Eners Consolidated Balance Sheets Financial assetsand liabilities are classified in their
entirety based on the lowest level of

input significant to the fair value measurement Our assessment of the significance of particularinput to the fair value measurement requires judgment and may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchylevels Denvative amounts in the table below exclude cash collateral amounts which are disclosed in Note 15 See Note 17 for additional information related to investmentsby major security type

December 31 2012

in millions

Total Fair Value Level Level Level
Investments in available-for-sale auction rate securities

29
29Nuclear

decommissioning trust fund
equity securities

2837 2162 54 21Nuclear
decommissioning trust fund debt securities

1405 311 1040 48Other
trading and available-for-sale equity securities

72 63
Other trading and available-for-sale debt securitiesc

602 40 562
Derivative assetsb

103 18 22 63
Total assets

5048 3200 1687 161Derivative liabilitiesd

756 17 591 148
Net assets

$4292 $3183 $1096 13

December 31 2011

in millions

Total Fair Value Level Level Level

Investments in available-for-sale auction rate securities

11 $71Nuclear decommissioning trust fund
equity securities

1331 1285 46Nuclear
decommissioning trust fund debt securities

723 109 567 47Other trading and available-for-sale equy securitieslb

68 61
Other

trading and available-for-sale debt securities

382 22 360
Derivative assets

74 43 25

Total Assets

2655 1520 986 149Derivative liabilitiesd

264 36 164 64
Net Assets

$2391 $1484 $822 85

Included in Other within investments and Other Assets on the Consolidated Bulaece Sheets

Included in Other within Current Assets and Other within investments and Other Assets on the Consolidated Balance Sheet

ci Included in Other within Investments and Other Assets and Short-teen Investineets on the Consolidated Balance Sheets
included in Other within Current Liabilities and Other within Deterred Credits and Other liabilities on the Consolidated Balance Sheets
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The following tables provide reconciliation of beginning
and ending balances of assets and liabilities measured at fair value on recurring basis where the

determination of fair value includes significant unobservable inputs Level

Year Ended December 31 2012

Available-for-Sale Available-for-Sale

Auction Rate NDTF Derivatives

in millions

Securities Investments net Total

Balance at December 31 2011
$11 $53 39 $85

Amounts acquired
in Progress Energy Merger

30 30

Total pre-tac realized or unrealized gains losses included in earnings

Regulated electric

23 23

Revenue nunregulated electric natural gas and other

15 15

Total pre-tan gains included in other comprehensive income

Gains on available fur sale securities and other

13
13

Purchases sales issuaoces and settlements

Purchases

14 22 36

Sales

Issuances

15 15

Settlements

55 32 81

Total gains
included on the Consolidated Balance Sheet as regulatory

asset or liability

Balance at December 31 2012
29 $69 85 $13

Pre-tax amounts included in the Consolidated Statements of Comprehensive Income related to Level

measurements outstanding at December 31 2012

Regulated electric

24 24

Revenue nonregulated electric natural gas and other

Total

$23 $23

Year Ended December 31 2011

Available-f er-Sale Available-fur-Sale

Auction Rate NDTF Derivatives

in millions

Securities Investments oet Total

Balance at December 31 2010
$118 $47 $19 $146

Total pre-tao
realized or unrealized gains losses included in earnings

Regulated electric

13 13

Revenue nonregulated electric natural gas and other

27 27

Total pre-tav gains included in other comprehensive income

Gains on available fur sale securities and other
12

12

Purchases sales issuances and settlements

Purchases

16

Sales

Settlements

16 16 32

Total
gains

included on the Consulidated Balance Sheet as regulatory asset or liability

Transfers out of Level

43 43

BalanceatDecember3l2Oll
$71 $53 $39 $85

Pre-tav amounts included in the Consolidated Statements of Comprehensive Income related to Level

measurements outstanding at December 31 2011

Revenue nonregulated electric natural gas and other

Tutal

20 20

$20 20
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Year Ended December 31 2010

Available-fur-Sale

NDTF Derivatives

________
Investments net Total

$25 $223

in millions

Balance at December 31 2009
198

Tatal pie-tax realized xi unrealized Ins tes included in
earnings

Revenue nonregalated electric natural gas and atber

45 45
Fuel ased in electric generation and purchased pawer-nnnregalated

13 13
Tatal pie-tax gains included in nther

curnprehensive income

Gains an available fur sale securities and ather
22

22
Lasses an cammadity cash flaw hedges

Net purchases sales issuancus and settlements

102 45 60
Total

gains included ax the Cansalidated Balance Sheet as regulatary asset or liability

18 20

Balance at December 31 2010
118 $47 $09 146

Pre-tax amounts included in the Consolidated Statement at Operations related ta Level

measurements aatstanding at December 31 2010

Revenue nanregulated electric natual gas and ather

Tatal

$1 $1

Duke Energy Carolinas

The following tables
provide the fair value measurement amaunts far assets and liabilities recorded on Duke Energy Carolinas Consolidated Balance Sheets

at fair value Derivative amaunts in the table below exclude cash collateral amounts which are disclosed in Note 15 See Note 17 for additional information related
to investments by major security type Financial assets and liabilities are classified in their entirety based on the lowest level of

input significant to the fair value
measurement Our assessment of the significance of particular input to the fair value measurement requires judgment and may affect the valuation of fair value
assets and liabilities and their placement within the fair value hierarchy levels

in millians

Investments in available-tar-sale aactian rate securities

Nuclear decommissionieg trust fund equiti secunties

Nuclear
decxmmissixeing trust fend debt

Total assets

Derivative liabilities1

December 31 2012

Total Fair Value Level Level Level

$3
1592

162

1523 48 21

_______
155 559 48

$2351 $1618 $601 $12

________
12 12

$2345 $1618 $601 $60

Available-for-Sale

Auction Rate

Securities

Net assets

December31 2011

in millixns
Total Fair Value Level Level Level

Investments ix available-tar-sale auction iate securities
12

12
Nuclear decommissinning trust fund equity securities

1331 1285 46
Nuclear

decommissioning trust fund debt securities
123 109 561 4/

Derivative assets15

Total assets

2013 1394 $614 $65

Included in Othei within insestmnnts and Other Assets xi the cvnsxhdated Balance Sheets

hi isciuded
is ather withis currest Assets ssd ather withis Ivsestmevts asd ather Assets ss the csssxlidated Oaiaece Sheets

ci Included in Ather withis Csrresb Labilitiex and ther withis xetesred credits and Other Liahihties on the csssshdated Oaiance Sheet
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The following tables provide reconciliation of beginning and ending balances of assets and liabilities measured at fair value on recurring basis where the

determination of fair value includes significant
unobservable inputs Level

Year Ended December 31 2012

in millions

Balance at December 31 2011

Total pre-tax gains included in other comprehensive income

Gains on available for sale securities and other

Purchases sales issuances and settlements

Purchases

Issuances

Sales

Settlements

Ibtal gains included on the Consolidated Balance Sheet as regulatory asset or liability

Balance at December 31 2012
69 $12 60

Pre-tax amounts included in the Consolidated Statements of Comprehensive Income related to Level

measurements outstanding at December 31 2012

Regulated electric

$12 $12

Total

$12 $12

Year Ended December 31 2011

Available-for-Sale Available-for-Sale

Auction Rate NDTF Derivatives

in millions
Securities Investments net Total

Balance at December 31 2010
12 $41 $59

Purchases sales issuances and settlements

Purchases

Sales

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

Balance at December 31 2011
$12 $53 $65

Year Ended December 31 2010

Available-for-Sale Available-for-Sale

Auction Rate NDTF Derivatives

in millions
Securities Investments net Total

Balance at December 31 2009
66 66

Total pre-tax gains
included in other comprehensive

income

Gains on available for sale securities and other
12 12

Net purchases sales issuances and settlements
66 45 21

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

Balance at December 31 2010
12 $41 59

Available-for-Sale

Auction Rate

Securities

Available-for-Sale

NDTF

Investments

Derivatives

net Total

$12

11

53 $65

14 14

14 14
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Progress Energy

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Progress Eneris Consolidated Balance Sheets

Derivative amounts in the table below exclude cash collateral amounts which are disclosed in Note 15 See Note 17 for additional information related to investments

by major security type Financial assets and liabilities are classified in their entirety based on the lowest level of input significant to the fair value measurement Our

assessment of the significance of articular
input to the fair value measurement requires judgment and may affect the valuation of fair value assets and liabilities

and their placement within the fair value hierarchy levels

December 31 2012

in millions
Total Fair Value Level Level Level

Nuclear
decommissioning trust fund equity securities

$1245 $1239
Nuclear decommissioning trust fund debt securities and other

643 162 481
Other

trading and available-for-sale debt securities and other1
57 11 40

Derivative assets151

11 11

Total assets
1956 1418 538

Derivative liabilities11

440 402 38
Net assets

$1516 $1418 136 $38

December31 2011

in millions
Total Fair Value Level Level Level

Nuclear decommissioning trust fund
equity securities

1062 1061
Nuclear

decommissioning trust fund debt securities and other 585 87 498

Other trading and available-for-sale debt securities and other
20 20

Derivative assetsv

Total assets
1672 1168 504

Derivative liabilities1 199 775 24

Net assets
813 1168 271 $24

Included in Other within Investments and Other Assets in the Consolidated Balance Sheets

Included in Other Current Assets within Current Assets and Other within Investments and Other Assets in the Consolidated Balance Sheets

cl Included in Derivative Liabilities within Current Liabilities and Other within Deferred Credits and Other Liabilities in the Consolidated Balance 5heeto

The following tables provide reconciliation of beginning and ending

balances of assets and liabilities measured at fair value on recurring basis

where the determination of fair value includes significant unobservable inputs

Level

Year Ended December 31 2012

Derivatives

In millions net

Balance at December 31 2011 $24
Total pm-tax realized or unrealized gains included in earnings

Regulated electric

Purchases sales issuances and settlements

Issuances 16
Settlements

Iota losses included on the Consolidatei Balance Sheet

as regulatory asset or liability

Balance at December 31 2012 $38

Pre-tax amounts included in the Consolidated Statements of

Comprehensive Income related to Level measurements
outstanding

at December 31 2012

Regulated electric $12

Total $12

Year Ended December 31 011

Derivatives

in millions net

Balance at December 31 2010 $36
Total losses included on the Consolidated Balance Sheet

as regulatory asset or liability 21

Repurchase of CVOs under settlement and tender offer 60

Transfers into Level CVOs 14

Transfers out of Level CVOs 14

Transfers out of Level commodities 33

Balance at December 31 2011 $24

Year Ended December 312010

Derivatives

in millions net

Balance at December31 2009 $39

Total losses included on the Consolidated Balance Sheet

as regulatory asset or liability 44
Transfers out of Level Commodities 47

Balance at December 31 2010 $36
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Progress Energy Carolinas

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Progress Eneri Carolinas Consolidated Balance Sheets

Devative amounts in the table below exclude cash collateral amounts which are disclosed in Note 15 See Note 17 for additional information related to investments

by major security type Financial assets and liabilities are classified in their entirety based on the lowest level of input significant to the fair value measurement Our

assessment of the significance of particular inputto the fair value measurement requires judgment and may affect the valuation of fair value assets and liabilities

and their placement within the fair value hierarchy levels

The following tables provide reconciliation of beginning and ending

balances of assets and liabilities measured at fair value on recurring basis

where the determination of fair value includes significant unobservable inputs

Level

Year Ended December 31 2012

Derjvatives

in millions net

Balance at December31 2011 24

Total pre-tax realized or unrealized gains losses included in earnings

Regulated electric

Purchases sales issuances and settlements

Issuances 16

Settlements

Total losses included on the Consolidated Balance Sheet as regulatory

asset or liabibty

Balance at December 31 2012 $38

Pre-tax amounts included in the Consolidated Statements of

Comprehensive Income related to Level measurements outstanding at

December 31 2012

Regulated electric $12

Total $12

December31_2012

in millions Total Fair Value Level Level Level

Nuclear decummissioning trust fund equity securities 811 $811

Nuclear decommissioning trust fund debt securities and other 448 119 329

Other trading and available-for-sale debt securities and nther

Derivative assets

Total assets 1264 933 331

Derivative liabilities11 166 128 38

Net assets $1098 $933 203 Sf33

December 31 2011

in millions Total Fair Value Level Level Level

Nuclear decommissioning trust fund equity securities 690 690

Nuclear decommissioning trust fund debt securities and other 398 81 317

Other trading and available-for-sale debt securities and other51

Total assets 1094 777 317

Derivative liabilities 248 224 24

Net assets 846 $777 93 24

Ia Included in Other within Investments and Other Assets is the Consslidated Balance Sheets

Ib Included in Other current Assets within Current Assets and Other within Investments and Other Assets in the Cansulidated Balance Sheets

Ic Included in Denisatise Liabilities within Current Liabilities and Other within Deterred Credits and Other Liabilities in the Consolidated Balance Sheets

Year Ended December 31 2011

Derivatives

in millions net

Balance at December 31 2010 $36

Total losses included on the Consolidated Balance Sheet

as regulatory asset or liability 20

Transfers out of Level 32

Balance at December 31 2011 $24

Year Ended December 31 2010

Derivatives

in millions net

Balance at December 31 2009 $27

Total losses included on the Consolidated Balance Sheet

as regulatory asset or liability 27

Transfers out of Level 18

Balance at December 31 2010 $36
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Progress Energy Florida

The
following tables provide the fair value measurement amounts for assets and liabilities recorded on Progress Energy Floridas Consolidated Balance SheetsDerivative amounts in the table bulow exclude cash collateral amounts which are disclosed in Note 15 See Note 17 for additional information related to investmentsby major security type Financial oissets and liabilities are classified in their entirety based on the lowest level of input significant to the fair value measurement Ourassessment of the significance of particular

input to the fair value measurement requires judgment and may affect the valuation of fair value assets and liabilities

and their placement within the fair value
hierarchy levels

December 31 2012
in millions

Total Fair Value Level Level LevelNuclear
decommissioning trust fund ec uity securittes

435 $429Nuclear
decommissioning trust fund debt securities and other

194 43 151
Other trading and available-for-sale debt securities and other

43 40
Derivative assetsir

Total assets

681 415 206
Derivative liabilities

210 210

December 31 2011
in millions

Total Fair Value Level Level LevelNuclear
decommissioning trust fund

equity securities

$372 $371Nuclear
decommissioning trust fund debt securities and other

187 181
Other

trading and available-for-sale deb securities and othnrv

Derivative assets

Total assets

565 378 187
Derivative liabilities

499 499
Netassets

66 $378 $312
Inciuded in Other within investments and Other Assets in the cansnhdated Balance Shentn

hI Included in Other Current Onsets within Current Assets and Other wthin investments and Other Assets
in the Consolidated Balance SheetsIc Inciuded

in Denivatiue Liabilities within Current Liabilities and Other within Oeierred Credits and Other Liabilities
ie the Consolidated Balance Sheets
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$11

$17

The following tables provide reconciliation of beginning and ending

balances of assets and liabilities measured at fair value on recurring basis

where the determination of fair value includes significant unobservable inputs

Level

Year Ended December 31 2012

Derivatives

in millions
_________ ________

net

Balance at December 31 2011

Total pre-tax
realized or unrealized gains losses included in earnings

Regulated electric

Revenue nonregulated electric natural gas and other

Purchases sales issuances and settlements

Settlements

Total losses included on the Consolidated Balance Sheet as regulatory

asset or liability

Balance at December 31 2012

The following
tables provide

reconciliation of beginning and ending

balances of assets and liabilities measured at fair value on recurring basis

where the determination of fair value includes significant
unobservable inputs

Level

Year Ended December 31 2011

Derivatives

in millions
net

Balance at December 31 2010

Total losses included on the Consolidated Balance Sheet as regulatory

asset or liability

Transfers out of Level

Balance at December 31 2011

Year Ended December 31 2010

Derivatives

in millions
net

Balance at December 31 2009 $12

Total losses included on the Consolidated Balance Sheet as regulatory

asset or liability

17

Transfers out of Level 3commodities
29

Balance at December 31 2010

Duke Energy Ohio

The following
tables provide the fair value measurement amounts for

assets and liabilities recorded on Duke Energy Ohios Consolidated Balance

Sheets Derivative amounts in the table below exclude cash collateral amounts

which are disclosed in Note 15 Financial assets and liabilities are classified

in their entirety
based on the lowest level of input significant

to the fair value

measurement Our assessment of the significance
of particular input to the fair

value measurement requires judgment and may affect the valuation of fair value

assets and liabilities and their placement within the fair value hierarchy levels

Total Fair Value

December 31

in millions
2012 Level Level Level

Derivative assets $59 48 $2

Derivative liabilities1
38 15 15

Net assets liabilities
$21 $33 $6 $6

Total Fair Value

December 31

in millions
2011 Level Level Level

Derivative assets $56 42 $5

Derivative liabiIities 30 10 12

Net assets liabilities $26 $32 $3

Included in Other Current Assets within Current Assets and Other within Investments and Other Assets in

the Consolidated Balance Sheets

Included in Derivative Liabilities within Current Liabilities and Other within Deterred Credits and Other

Liabilities in the Consolidated Balance Sheets

Year Ended December 31 2011

Derivatives

in millions
net

Balance at December 31 2010 $13

Total pie-tax realized or unrealized gains losses included in earnings

Revenue nonregulated electric natural gas and other

Purchases sales issuances and settlements

Settlements
14

Total gains included on the Consolidated Balance Sheet as regulatory

asset or liability

Balance at December 31 2011

Year Ended December 31 2010

Derivatives

in millions
net

Balance at December 31 2009

Total pie-tax realized or unrealized gains losses included in earuings

Revenue nonregulated electric natural gas and other

Fuel used in electric generation and purchased power nonregulated
12

Total pre-tax
losses included in other comprehensive income

Losses on commodity cash flow hedges

Net purchases sales issuances and settlements

Total gains
included on the Consolidated Balance Sheet as regulatory

asset or liability

Balance at December31 2010 13

Pre-tax amounts included in the Consolidated Statements of Compre

hensive Income related to Level measurements outstanding at

December31 2011

Revenue nonregulated
electric and other

Total
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Duke Energy Indiana

The
following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy Indianas Consolidated Balance Sheets

Derivative amounts in the table below exclude cash collateral amounts which are disclosed in Note 15 See Note 17 for additional information related to investments
by major security type Financial assets and liabilities are classified in their

entirety based on the lowest level of input significant to the fair value measurement Our
assessment of the

significance of particular input to the fair value measurement requires judgment and may affect the valuation of fair value assets and liabilities

and their placement within the fair volue hierarchy levels

December 31 2012

in millions
Total Fair Value Level Level Level

Available-for-sale equity securities

49 $49
Available-for-sale debt securities

29 29
Derivative assets

_________
10

10

Total assets

88 49 29 $10
Derivative liabilities

63 63
Net assets liabilities

25 $49 $34 $10

Included in Other within Investments and Othvr Assets on the Connohdated Balance Sheets

included
in Other within Csnrent Assets on the Consolidated Balance Sheets

ci Included in Other within correct Liabilities asi Other within Deterred Credits and Other abilities on the Consolidated Balance Sheets

December 31 2011

in millions
Total Fair Value Level revel Level

Available for-sale
equity securities

$46 $46
Available-for sale debt securitivs

28 28
Derivative assets

.._

Total assets

78 46 28
Derivative liabilities

69 68
Net assets liabilities

$45 $40
Included in Other within Investirrents and Othe Assets an the Consolidated Balance Sheets

Ib included in Other within Current Assets so the oosolidated Balance Sheets

ci Included is Other within Current Liabilities aed Other within Deterred Credits and Other Liabilities on the Coesolidated Balaace Sheets

The
following tables

provide reconciliation of
beginning and ending balances of assets and liabilities measured at fair value on recurring basis where the

determination of fair value includes significant unobservable inputs Level

fear Ended December 31 2012

Derivatives

it millions

net

Balance at December 31 2011

Total
pre-tav realized or unrealized gains losses included in

earnings

Regulated electric

36

Purchases sales issuances and settlenients

Sales

22
Settlements

52
Balance at December 312012

______________________________________________________________________________ $10
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in millions

Balance at December 31 2010

Total pie-tax realized or unrealized gains losses included in earnings

Regulated
electric

Purchases sales issuances and settlements

Purchases

Year Ended December 31 2010

Derivatives

in millions

Balance at December 31 2009

Net purchases sales issuances and settlements

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

Balance at December 31 2010

The following table includes quantitative information about the Duke Energy Registrants
derivatives classified as Level

December 31 2012

net

$4
115

15

$4

Fair Value

Investment Type
in millions Valuation Technique

Duke Energy

Commodity natural gas
contracts 553 Discounted cash flow

FERC mitigation power sale agreements $123 Discounted cash flow

Financial transmission rights FIRs 11 RIO market pricing

Commodity power contracts
Discounted cash flow

Commodity capacity contracts
Discounted cash flow

Commodity capacity optioo contracts
Discounted cash flow

Reserves
$12

Duke Energy Carolinas

mitigatioopoweremeo
Progress Energy

Commodity natural gas contracts $27 Discounted cash flow

FERC mitigation power
sale agreements

$11 Discounted cash flow

Progress Energy Carolinas

Commodity natural
gas

contracts $27 Discounted cash flow

FERC mitigation power sale agreements $111 Discounted cash flow

Duke Energy
Ohio

Financial transmission rights FTRs RIO market pricing

Commodity power
contracts

Discounted cash flow

Commodity natural gas contracts
Discounted cash flow

Reserves
$11

Duke Energy Indiana

Financial transmission rights FTRs 10 RTO market pricing

Unobservable Input
Range

Forward natural gas curves price per
MMBtu

Forward electricity curves price per MWh

FIR price

Forward electricity curves price per MWh

Forward capacity curves price per
MW day

Forward capacity option curves price per
MW day

Bidrask spreads implied volatility
probability_of

default

Forward electricity curves price per
MWh

Forward natural gas curvesprice per MMB1u

Forward electricity curves price per
MWh

Year Ended December 31 2011

Derivatives

net

$4

14

211

Settlements

Total losses included on the Consolidated Balance Sheet as regulatory asset or liability

Balance at December 31 2011

$4

2.335 9.99

$25.83$ 48.69

$23.63s 39.22

$24.82$ 77.96

$95.16$105.36

$4.68$ 77.96

$25.83s 48.69

$4.01 4.45

$25.83s 48.69

Forward natural
gas

curves price per
MMBIu

Forward electricity curves price per MWh

4.075 4.45

$25.83S 48.69

FIR price

Forward electricity curves price per
MWh

Forward natural gas curves price per MMBtu

Bid-ash spreads implied volatility probability_of

default

FIR price

$27.17S 39.22

525.905 57.50

3.305 4.51

$23.63s 35.43
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Additional Fair Value Disclosures Long-term debt including current maturities

The fair value of long-term debt including current maturities is summarized in the
following table Judgment is required in

interpreting market data to develop
the estimates of fair value Accordingly the estimates determined are not

necessarily indicative of the amounts the Duke Energy Registrants could have settled in

current markets The fair value of the long-term debt is determined using Level measurements

As of December 31 2012 As of December31 2011

_______ Book Value Fair Value Book Value Fair Value

$39461 $44001 $20513 $23053

$8141 $10096 9274 $10629

$14428 $16563 $13152 $15518

4840 $5217 $4206 4/35

$5320 $6222 4681 $5633

$1991 $2111 $2555 $2688

____________
$3102 4268 $3459 $4048

11 INVESTMENTS IN DEBT AND EQUITY SECURITIES

The Duke Energy Registrants classify their investments in debt and
equity

securities into two categories trading and available-for-sale

Trading Securities Investments in debt and equity securities held in

grantor trusts associated with certain deferred compensation plans and certain

other investments 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 At December 31 2012 and

December31 2011 the fair value of these investments was $33 million and

$32 million respectively

Available for Sale Securities 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 regulatory asset or

liability as discussed further below ot as component of other comprehensive

income until realized

Duke Energys available-for-sale securities are primarily comprised of

investments held in the Nuclear Decommissioning Trust Fund NDTF at

Duke Energy Carolinas Progress Energy Carolinas and
Progress Energy Florida

ii investments in
grantor trusts at both Duke Energy Indiana and

Progress

Energy Florida related to other post-retirement benefit
plans as required by

the IURC and FPSC respectively iii Energy captive insurance investment

portfolio iv Duke Energys foreign operations investment portfolio and

investments of Duke Energy and Duke Energy Carolinas in auction rate

debt securities

The investments within the NDTF at Duke Energy Carolinas Progress

Energy Carolinas Progress Energy Florida and the Duke Energy Indiana and

Progress Energy Florida
grantor trusts are managed by independent investment

managers with discretion to buy sell and invest pursuant to the objectives set

forth by the trust agreements Therefore Duke Energy Carolinas Progress Energy

Progress Energy Carolinas Progress Energy Florida and Duke Energy Indiana

have 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 manage the ability to hold investments in unrealized

loss positions is outside the control of Duke Energy Carolinas Progress Energy

Progress Energy Carolinas Progress Energy Florida and Duke
Energy Indiana

Accordingly all unrealized gains and losses associated with debt and equity

securities within the NDTF at Duke Energy Carolinas Progress Energy Carolinas

Progress Energy Florida and the Duke Energy Indiana and Progress Energy

Florida grantor trusts 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 regulatory accounting substantially all

unrealized gains and losses associated with investments in debt and equity

securities within the NDTF at Duke Energy Carolinas Progress Energy Carolinas

Progress Energy Florida and the Duke Energy Indiana and
Progress Energy Florida

grantor trusts are deferred as regulatory asset or liability As result there is

no immediate impact on the earnings of Duke Energy Carolinas Progress Energy

Progress Energy Carolinas Progress Energy Florida or Duke Energy Indiana

For investments in debt and equity securities held in the captive

insurance investment
portfolio the foreign operations investment 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

If so the write-down to fair value may be included in
earnings based on the

criteria discussed below

For available-for-sale securities outside of the NDTF at Duke Energy

Carolinas Progress Energy Carolinas Progress Energy Florida and the Duke

Energy Indiana and Progress Energy Florida
grantor trusts which are discussed

separately above Duke Energy analyzes all investment holdings each reporting

period to determine whether 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

in millions

Duke Energyil

Duke Energy Caretsas5

Progress Energy

Progress Energy Carolinas

Progress Energy Florida

Duke Energy Ohio

Duke Energy Indiana

Includes book value of Non-recourse long-term debt of variable inierest entities of $052 million and $949 million December 31 2012 and December 31 2011 respectively

Includes book value of Non-recourse long-term debt of variable interest entities of $300 million at both December 31 2012 and December 31 2011 respectively

At both December 31 2012 and December 31 2011 the fair value of cash and cash equivalents accounts and notes receivable accounts payable notes

payable and commercial paper and non-recourse notes payable of variable interest entities are not materially different from their carrying amounts because of the

short-term nature of these instruments and/or because the stated rates approximate market rates
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the length of time over which the market value has been lower than the cost

basis of the investment the percentage decline compared to the cost of the

investment and managements intent and ability to retain its investment in the

issuer for period of time sufficient to allow for any anticipated recovery
in

market value If decline in fair value is determined to be other-than-temporary

the investment is written down to its fair value through charge to earnings

With respect to investments in debt securities under the accounting

guidance for other-than-temporary impairment if the entity does not have an

intent to sell the security and it is not more likely than nut 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 component

of other comprehensive income except for when it is determined that

credit loss exists In determining whether 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 that credit loss exists the amount of impairment write-

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

recognized in earnings and the amount attributable to all other factors which

would be recognized in other comprehensive income Management believes

based on consideration of the criteria above that no credit loss exists as of

December 31 2012 and December 31 2011 Management does not have

the intent to sell such investments in auction rate debt securities and the

investments in debt securities within its captive insurance investment portfolio

and foreign operations investment portfolio and it is not more likely than not

that management will be required to sell these securities before the anticipated

recovery
of their cost basis Management has concluded that there were no

other-than-temporary impairments for debt or equity securities necessary as

of December 31 2012 and December 31 2011 Accordingly all changes in the

market value of investments other than the NDTF at Duke Energy Carolinas

Progress Energy Carolinas Progress Energy Florida and the Duke Energy Indiana

and Progress Energy Florida grantor
trusts were reflected as component of

other comprehensive income in 2012 and 2011

See Note 16 for additional information related to fair value measurements

for investments in auction rate debt securities

Short-term and Long-term investments Investments in debt and

equity securities are classified as either short-term investments or long-term

investments based on managements intent and ability to sell these securities

taking into consideration illiquidity factors in the current markets

Duke Energy holds corporate debt securities which were purchased using

excess cash from its foreign operations These investments are classified as

Short-term investments on the Consolidated Balance Sheet and are available

for current operations of Duke Energys foreign business The fair value of these

investments was $333 million as of December 31 2012 and $190 million as of

December 31 2011

Duke Energy classifies its investments in debt and equity securities held

in the NDTF at Duke Energy Carolinas Progress Energy Carolinas Progress

Energy Florida the Duke Energy Indiana and Progress Energy Florida grantor

trusts and the captive insurance investment portfolio as long-term Additionally

Duke Energy has classified $29 million carrying value $34 million par value

and $71 million carrying value $89 million par value of investments in auction

rate debt securities as long-term at December 31 2012 and December 31

2011 respectively due to market illiquidity factors as result of continued

failed auctions and since management does not intend to use these

investments in current operations 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

managements best estimate of fair value based on expected future casliflow

using appropriate risk-adjusted discount rates
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Duke Energy

The following table presents the estimated fair value of short-term and long-term investments for Duke Energy For investments held within the NDTF and

investments within Grantor Trusts which are classified as Other Investments below unrealized holding gains and losses are recognized immediately and recorded as

Regulatory assets or Regulatory liabilities on the Consolidated Balance Sheets

December 31 2012 December 31 2011

Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated

Holding Holding Fair Holding Holding Fair

in millions Gains Losses Value Gains Losses Value

NDTF

Cash and cash equivalents 105 63

Equity securities 1132 19 2831 443 16 1337

Corporate debt securities 21 338 205

Municipal bonds 12 194 51

U.S government bonds 24 625 16 306

Other debt securities 10 164 98

Total NDTF $1199 $23 $4263 $413 $22 $2060

Other Investments

Cash and cash equivalents 11

Equity securities 10 63 60

Corporate debt securities 381 241

Municipal bonds 70 28

U.S government bonds 23 21

Other debt securities 86 68

Auction rate securities

_________________

29 17 71

Total Other lnvestments 11 669 10 20 489

Total Investments $1216 $30 $4932 $483 $42 $2549

These amounts are recorded in Other within Investments and Other Assets on the Consolidated Balance Sheets

The table below summarizes the maturity date for debt securities

held by Duke Energy The table below excludes auction rate securities based

on the stated maturity date See Note .6 for information about fair value

measurements related to investments in auction rate debt securities

in millions December 31 2012

Due in one year or less 312

Due after one through five
years

403

Due after five through 10 years 392

Due after 10 years 114

Total $1881

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 continuous

loss position are presented in the table below for Duke Energy
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December 31 2012 December 31 2011

Unrealized Unrealized Unrealized Unrealized

Loss Loss Loss Loss

Position Position Position Position

in millions
Fair Value 12 months 12 months Fair Value 12 months 12 months

NDTF

Equity securities
$155 $15 $111 $12

Corporate
debt securities

42 57

Municipal
bonds

29

U.S government bonds
135

Other debt securities

38 111313
Total NDTF

$399 $18 $289 $16

Other Investments

Equity securities

$12

Corporate debt securities

201

Municipal bonds
18

U.S government
bonds

Other debt securities
21

Auction rate securities
29

7117
Total Other Investments

85 $1 $295 $19

Total Investments
$484 $12 $18 $584 $25 $17

Duke Energy Carolinas

The following table presents
the estimated fair value of short-term and long-term investments for Duke Energy Carolinas For investments held within the NDT

unrealized holding gains and losses are recognized immediately and recorded as Regulatory assets or Regulatory liabilities on the Consolidated Balance Sheets

December31 2012 December31 2011

Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated

Holding Holding
Fair Holding Holding

Fair

On millions
Gains Losses Value Gains Losses Value

Cash and cash equivalents

40 63

Equity securities

600 1592 443 16 1337

Corporate debt securities
11

250 205

Municipal bonds

40 51

U.S government
bonds

10 304 16 306

Other debt securities

135 4498
Total NDTF

$632 $2 361 $473 $22 $2 060

Other Investments

Auction rate securities

12

Total Other lnvestments

12

Total Investments
$632 $9 $2364 $473 $25 $2072

These amounts are recorded in Other within Investments and Other Assets on the Consolidated Balance Sheets
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The table below summarizes tile maturity date for debt securities held
by Duke Energy Carolinas The table below excludes auction rate securities based on the

stated
maturity date See Note 16 for information about fair value measurements related to investments in auction rate debt securities

in millions

______________________ December 31 2012

Dueinoneyearorless

Due after one through five years
153

Due after five through 10
years

201
Due after 10

years

_______ 314

$129

The above table excludes auction rate securities based on the stated maturity date See Note 16 for information about fair value measurements related to
investments in auction rate debt securities

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 continuous loss position

are presented in the table below for Duke Energy Carolinas

December31 2012 December31 2011

Unrealized Unrealized
Unrealized Unrealized

Loss Loss
Loss Loss

Position Position Position Position
in millions

Fair Value 12 months 12 months Fair Value 12 months 12 months

NDTF

Equity securities $11 $5 $111 $12
Corporate debt securities

35 5/

Municipal bonds

U.S government bonds
62

Other debt securities 36
113

Total NDTF
$201 $8 $289 $16

Other Investments

Auction rate securities
12

Total Other Investments $1 $12

Total Investments
$210 $1 $8 $301 $16

Progress Energy

The following table presents the estimated fair value of short-term and long-term investments for Progress Energy For investments held within the NDTF and

investments within Grantor Trusts which are classified as Other Investments below unrealized
holding gains and losses are recognized immediately and recorded as

Regulatory assets or Regulatory liabilities on the Consolidated Balance Sheets
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December 31 2012 December 31 2011

Gross Gross
Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated

Holding Holding Fair Holding Holding Fair

in millions

Gains Losses Value Gains Losses Value

NDTF

Cash and cash equivalents

65 56

Equity securities

532 14 1245 412 29 1062

Corporate
debt securities

89
86

Municipal
bonds

11 154 127

US government bonds

14
321 18 268

Other debt securities

28 31

Total NDTF
$561 $15 $1902 $444 $31 $1630

Other Investments

Cash and cash equivalents

11 $_ 20

Municipal bonds

40

Total Other lnvestments

51
20

Total Investments

$510 $15 $1959 $444 $31 $1650

lal These amounts are recorded in Other within insentments and Other Assets on the Consolidated Balance Sheets

The table below summarizes the maturity date for debt securities held by Progress Energy

in millions

December 31 2012

Due in one year
or less

$26

Due fter one through five years

134

Due after five through 10
years

154

Due after 10 years
______

318

Total

$632

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 continuous loss position

are presented in the table below for Progress Energy

December 31 2012 December 31 2011

Unrealized Unrealized
Unrealized Unrealized

Loss Loss
Loss Loss

Position Position Position Position

in millions
Fair Value 12 months 12 months Fair Value 12 months 12 months

..

NDTF

Equity securities
$83 $10 $112 $10 $19

Corporate debt securities

20

Municipal bonds
26

21

U.S government
bonds

14 23

Other debt securitieslNDTF$4136$
Other

Municipal bonds

Other debt securities

Total Other

Total Investments
$198 $11 $136 $12 $19
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Progress Energy Carolinas

The
following table presents the estimated fair value of short-term and long-term investments for

Progress Energy Carolinas For investments held within the
NDT and investments within Grantor Trusts which are classified as Other Investments below unrealized holding gains and losses are recognized immediately and
recorded as Regulatory assets or Regulatory liabilities on thq Consolidated Balance Sheets

December 31 2012 December 31 2011

Gross Gross
Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated

Holding Holding Fair Holding Holding Fair
in millions

Gains Losses Value Gains Losses Value

NDTF

Cash and cash equivalents

55 49
Equity securities

331 11 811 262 20 690
Corporate debt securities

18
69

Municipal bonds

80
55U.S government bonds

13 241 16 225
Other debt securities

10
13

Total NDTF
$363 $11 $1215 $281 $20 $1101

Other Investments

Cash and cash equivalents $_
Total Other lnvestments----
Total Investments

$363 $11 $1218 $287 $20 $1107

These amounts are recorded
in Other within Investments and Other Assets on the Consolidated Balance Sheets

The table below summarizes the
maturity date for debt securities held by Progress Energy Carolinas

in millions

December 31 2012

Due in one
year or less

15
Due after one through five years

116
Due after five through 10

years

10
Due after 10

years

208

Iota

$409

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 continuous loss position are presented

in the table below for Progress Energy Carolinas

December 31 2012 December 31 2011

Unrealized Unrealized
Unrealized Unrealized

Loss Loss
Loss Loss

Position Position Position Position
in millions

Fair Value 12 months 12 months Fair Value 12 months 12 months

NDTF

Equity securities
59

$69 $10 $10
Corporate debt securities

10

Municipal bonds
18

U.S government bonds
49

Other debt securities

Total NDIF
$133 $2 $9 $98 $10 $10
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Progress Energy Florida

The following table presents the estimated fair value of short-term and long-tertminvestmefltS
for Progress Energy Florida For investments held within the NDTF

and investments within Grantor Trusts which are classified as Other Investments below unrealized holding gains and losses are recognized immediately and recorded

as Regulatory
assets or Regulatory

liabilities on the Consolidated Balance Sheets

December 31 2012 December 31 2011

Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated

Holding Holding
Fair Holding Holding

Fair

in millions

Gains Losses Value Gains Losses Value

Cash and cash equivalents

$10

Equity
securities

194 434 150 372

Corporate debt securities

11
17

Municipal bonds

14 12

U.S government
bonds

80
43

Other debt securities

118_18
Total NDTF

$204 $621 $157 $11 $529

Other Investments

Cash and cash equivalents

Municipal
bonds

Total Other lnvestmentsor

Total Investments

$201 $668 $157 $11 $530

These amounts are recorded in Other within Investments and Other Assets on thn Consolidated Balance sheets

The table below summarizes the maturity
date for debt securities held by Progress Energy Florida

in millions

December 312012

Due in oneyearorless

$10

Due after one through five years

18

Due after five through 10 years

84

after 10 years

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 continuous loss position

are presented in the table below for Progress Energy Florida

December 31 2012 December 31 2011

Unrealized Unrealized Unrealized Unrealized

Loss Loss
Loss Loss

Position Position
Position Position

in millions

Fair Value 12 months 12 months Fair Value 12 months 12 months

Equity
securities

$24 $2 $1 43 $9

Corporate
debt securities

10

Municipal bonds

13

U.S government
bonds

25
32

Other debt securities

eF

$38 $2 $9

Municipal
bonds

$1

Other

$1

Total Investments

$65 $1 $38 $2
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Duke Energy Indiana

The following table presents the estimated fair value of short-term and long-term investments for Duke Energy Indiana Unrealized
holding gains and losses on

these investments are
recognized immediately and recorded as Regulatory assets or Regulatory liabilities on the Consolidated Balance Sheets

December 31 2012 December 31 2011

Gross Gross Gross Gross

Unrealized Unrealized Estimated Unrealized Unrealized Estimated

Holding Holding Fair
Holding Holding Fair

Gains Losses Value Gains Losses Value

$9 $50 $5 $1 $46
Municipal bonds

28
28

Total Other Investments

$10 $18 $6 $74
Total Investments

$10 $18 $6 $74
rhese amounts are recorded in Other wdhin investments and Other Assets on the Consohdated Baiance Sheets

The table below summarizes the
maturity date for debt securities held

by Duke Energy Indiana

in millions

Due in one year or less

Due after one through five years

Due after five
through 10

years

Due after 10
years

December 31 2012 December 31 2011

Unrealized Unrealized Unrealized Unrealized

Loss Loss Loss Loss

Position Position Position Position

Fair Value 12 months 12 months Fair Value 12 months 12 months

$8 $1
12

__

performance as well as what party has rights to receive benefits or is obligated

to absorb losses that are significant to the VIE The analysis of the
party that

consolidates VIE is continual reassessment

Consolidated VIEs

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

Energy Carolinas
respective Consolidated Balance Sheets None of these

entities are consolidated
by Progress Energy Progress Energy Carolinas

Progress Energy Florida Duke Energy Ohio or Duke Energy Indiana

18 VARIABLE INTEREST ENTITIES

VIE is an entity that is evaluated for consolidation
using more than

simple analysis of voting control The analysis to determine whether an entity

is VIE considers contracts with an entity credit support for an entity the

adequacy of the equity investment of an entity and the
relationship of voting

power to the amount of equity invested in an entity This analysis is performed

either upon the creation of legal entity or upon the occurrence of an event

requiring reevaluation such as significant change in an entitys assets or

activities If an entity is determined to be VIE qualitative analysis of control

determines the party that consolidates VIE based on what
party has the power

to direct the most significant activities of the VIE that impact its economic

in millions

Other Investments

Equity securities

December 31 2012

$1

21

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-temporaryimpairment losses have not been recorded summarized by investment

type and length of time that the securities have been in continuous loss position are presentedin the tablebelow for Duke Energy Indiana

in millions

Other Investments

Equity securities

Municipal bonds

Total Other Investments

Total Investments
$12

$11 $1
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Other than the discussion below related to CRC no financial support was provided to any of the consolidated VIEs during the years
ended December 31 2012

and 2011 or is expected to be provided in the future that was not previously
contractually requiredber31 2012

Restricd Receivables of VIEs

CRCCinCapVRenewabIeS0therT

Other Current Assets

133 139

Intangibles net

12 12

Restricted Other Assets of VIEs

52 54

Other Assets

10
12

Property Plant and Equipment Cost

1543 15 1558

Accumulated Depreciation
and Amortization

98 103

Other Def Debits

Accounts Payable

Non-Recourse Notes Payable

312
312

Taxes Accrued

62 62

Current Maturities of Long-Term
Debt

13 459 412

Other Current Liabilities

25 29

Non-Recourse Long-Term
Debt

300 48 504 852

Deferred Income Taxes

154 154

Asset Retirement Obligations

23 23

OERF is wholly
awned limited liability company at Duke Energy Carolinasber312011

Restricted Receivables of VIEs

DERpoCRCCinCapVRenewabes0therbot

Other Current Assets

124
134

Intangibles
net

12 12

Restricted Other Assets of VIEs

65 10 60 135

Other Assets

14 36 50

Property Plant and Equipment Cost

913 913

Accumulated Depreciation
and Amortization

62 62

OthrDerred Debits
1070 73 2365

unts Payable

Non-Recourse Notes Payable

273
273

Taxes Accrued

Current Maturities of Long-Term Debt

11 49 65

Other Current Liabilities

59 62

Non-Recourse Long-Term Debt

300 60 528 61 949

Deferred Income Taxes

160 160

Asset Retirement Obligation

13 13

87850ntrollinlnterest274$7$
DERFa wholly owned Umited liability company

ot Duke Energy Car0as

201



PARTII

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESSENERGY CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

DERE

Duke Energy Carohnas securihzes certain accounts receivable through

DER bankruptcy remote special purpose subsidiary DERE is wholly

owned limited liability company of Duke Energy Carolinas with separate

legal existence from its parent and its assets are not intended to be
generally

available to creditors of Duke Energy Carolinas As result of the securitization

on daily basis Duke Energy Carolinas sells certain accounts
receivable arising

from the sale of electricity and/or related services as part of Duke Energy
Carolinas franchised electric business to DERE In order to fund its purchases
of accounts receivable DERF has $300 million secured credit

facility with

commercial paper conduit which expires in August 2014 Duke Energy Carolinas

provides the
servicing for the receivables collecting and applying the cash to

the appropriate receivables Duke Energy Carolinas borrowing under the credit

facility is limited to the amount of qualified receivables sold which has been

and is expected to be in excess of the amount borrowed which is maintained
at $300 million The debt is classified as long-term since the

facility has an

expiration date of greater than one year from the balance sheet date

The
obligations of DERF under the

facility are non-recourse to Duke Energy
Carolinas Duke Energy and its subsifiaries have no requirement to

provide

liquidity purchase assets of DERF or guarantee performance DERF is considered

VIE because the
equity capitalizatin is insufficient to support its operations

If deficiencies in the net worth of DERF were to occur those deficiencies would

be cured
through funding from Duke Energy Carolinas In addition the most

significant activity of DERF relates to the decisions made with
respect to the

management of delinquent receivables Since those decisions are made
by Duke

Energy Carolinas and any net worth deficiencies of DERF would be cured through

funding from Duke Energy Carolinas Duke Energy Carolinas consolidates DERE

CRC

CRC was formed in order to secure low cost financing for Duke Energy

Ohio including Duke Energy Kentucky and Duke Energy Indiana Duke Energy
Ohio and Duke Energy Indiana sell on

revolving basis at discount nearly

all of their customer accounts receivable and related collections to CRC
The receivables which are sold are selected in order to avoid any significant

concentration of credit risk and exclude
delinquent receivables The receivables

sold are securitized
by CRC through facility managed by two unrelated

third
parties and the receivables are used as collateral for commercial paper

issued by the unrelated third
parties These loans provide the cash

portion of

the proceeds paid by CRC to Duke Energy Ohio and Duke Energy Indiana The

proceeds obtained by Duke Energy Ohio and Duke Energy Indiana from the

sales of receivables are cash and sLbordinated note from CRC subordinated

retained interest in the sold receivables for portion of the purchase price

typically approximates 25
percent of the total proceeds The amount borrowed

by CRC against these receivables is non-recourse to the general credit of Duke

Energy and the associated cash collections from the accounts receivable sold

is the sole source of funds to
satisfy tte related debt obligation Borrowing

is limited to approximately 75% of the transferred receivables Losses on

collection in excess of the discount are first absorbed by the equity of CRC
and next by the subordinated retained nterests held by Duke Energy Ohio and

Duke Energy Indiana The discount on the receivables reflects interest expense

plus an allowance for bad debts net of
servicing fee charged by Duke Energy

Ohio and Duke Energy Indiana Duke Energy Ohio and Duke Energy Indiana are

responsible for the servicing of the receivables collecting and applying the cash

to the appropriate receivables Depending on the
experience with

collections

additional
equity infusions to CRC may be required to be made by Duke Energy

in order to maintain minimum equity balance of $3 million There were no
infusions to CRC during the year ended December 31 2012 For the

years ended

December31 2011 and 2010 respectively Duke Energy infused $6 million

and $10 million of equity to CRC to remedy net worth deficiencies The amount

borrowed fluctuates based on the amount of receivables sold The debt is short

term because the facility has an expiration date of less than one year from

the balance sheet date The current expiration date is November 2013 CRC is

considered VIE because the
equity capitalization is insufficient to support its

operations the power to direct the most significant activities of the entity are

not performed by the equity hoIde Cinergy and deficiencies in the net worth
of CRC are not funded by Cinergy but by Duke Energy The most significant

activity of CRC relates to the decisions made with
respect to the management of

delinquent receivables These decisions as well as the requirement to make up
deficiencies in net worth are made by Duke Energy and not by Duke Energy Ohio
Duke Energy Kentucky or Duke Energy Indiana Thus Duke Energy consolidates

CRC Duke Energy Ohio and Duke Energy Indiana do not consolidate CRC

CinCap

CinCap was created to finance and execute power sale agreement
with Central Maine Power Company for approximately 35 MW of

capacity and

energy This agreement expires in 2016 CinCap is considered VIE because

the
equity capitalization is insufficient to support its operations As Duke Energy

has the power to direct the most
significant activities of the

entity which are

the decisions to hedge and finance the power sales agreement CinCap is

consolidated by Duke Energy

Renewab/es

Duke Energys renewable
energy facilities include Green Frontier Windpowe

LLC Top of The World Wind
Energy LLC Los Vientos WindpowerlA LLC Los

Vientos Windpower IB LLC and various solar projects all subsidiaes of DEGS
an indirect

wholly owned
subsidiary of Duke Energy

Green Frontier Windpowe LLC Top of the World Wind Energy LLC and the

various solar projects are VIEs due to power purchase agreements with terms

that approximate the expected life of the projects These fixed
price agreements

effectively transfer the commodity price risk to the buyer of the power Duke

Energy has consolidated these entities since
inception because the most

significant activities that impact the economic performance of these renewable

energy facilities were the decisions associated with the siting negotiation of

the purchase power agreement engineering procurement and construction

and decisions associated with ongoing operations and maintenance related

activities all of which were made solely by Duke Energy

The debt held by these renewable
energy facilities is non-recourse to

the
general credit of Duke Energy Duke Energy and its subsidiaries have no

requirement to provide liquidity or purchase the assets of these renewable
energy

facilities Duke Energy does not guarantee performance except for the production

tax credit guarantee mentioned above an immaterial
multi-purpose letter of credit

and various immaterial debt service reserve and operations and maintenance

reserve guarantees The assets are restricted and they cannot be
pledged as

collateral or sold to third parties without the prior approval of the debt holders

Othe

Duke Energy has other VIEs witfi restricted assets and non-recourse debt

As of December 31 2011 these VIEs included certain on-site power generation

facilities which were sold in 2012 Duke Energy consolidated these particular

on-site power generation entities because Duke Energy had the power to direct

the
majority of the most

significant activities which most
notably involved

the oversight of
operation and maintenance related activities that impact the

economic performance of these entities
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Net assets

No financial support that was not previously
contractually required was

provided to any of the unconsolidated VIEs during
the years ended December 31

2012 and 2011 respectively or is expected to be provided in the future

With the exception of the power purchase agreement with the Ohio Valley

Electric Corporation OVEC which is discussed below and various guarantees

reflected in the table above as Deferred Credits and Other Liabilities the

Duke Energy Registrants are not aware of any situations where the maximum

exposure to loss significantly
exceeds the carrying

values shown above

DukeNet

In 2010 Duke Energy sold 50% ownership interest in DukeNet to Alinda

The sale resulted in DukeNet becoming joint venture with Duke Energy and

Alinda each owning 50% interest In connection with the formation of the

new DukeNet joint venture 5-year $150 million senior secured credit facility

was executed with syndicate of 10 external financial institutions This credit

facility
is non-recourse to Duke Energy DukeNet is considered VIE because it

has entered into certain contractual arrangements that provide
DukeNet with

additional forms of subordinated financial support The most significant
activities

$91

118 141
21 292

104 104 104

$129 $139

111

240 139

273

273

$81 $115 $325 $264 $240 $139

that impact DukeNets economic performance relate to its business development

and fiber optic capacity marketing and management activities The power to

direct these activities is jointly and equally shared by Duke Energy and Alinda As

result Dulte Energy does not consolidate the DukeNet Accordingly DukeNet is

non-consolidated VIE that is reported as an equity method investment

Unless consent by Duke Energy is given otherwise Duke Energy and its

subsidiaries have no requirement to provide liquidity purchase the assets of

DukeNet or guarantee performance

Renewables

Duke Energy has investments in various entities that generate electricity

through the use of renewable energy technology Some of these entities are

VIEs which are not consolidated due to the joint ownership of the entities when

they were created and the power to direct and control key activities is shared

jointly Instead Duke Energys investment is recorded under the equity
method of

accounting These entities are VIEs due to power purchase agreements with terms

that approximate the expected life of the project These fixed price agreements

effectively transfer the commodity price risk to the buyer of the power

Duke Energy
______

FPC Capital

DukeNet Renewables Trust Other Total

Duke Energy

Ohio

Duke Energy

Indiana

Non-consolidated VIEs

The tables below show the VIEs that the Duke Energy Registrants do not consolidate and how these entities impact the Duke Energy Registrants respective

Consolidated Balance Sheets As discussed above while Duke Energy consolidated CRC Duke Energy Ohio and Duke Energy Indiana do not consolidate CRC as they

are not the primary beneficiary

in millions

December 31 2012

Receivables

Investments in equity method unconsolidated affiliates

Intangibles

Investments and other assets

11

Total assets
118 141 133 401 201 116

Other current liabilities

Def erred credits and other liabilities

319 11 336

Total liabilities

319 20 339

Net assets liabilities
$118 $141 $310 $113 $68 $201 $116

lal The entire balance of Investments and other assets and $274 niiliion of the Deferred Credits and Other Liabilities balance applies to Progress Enerm

Duke Energy

Progress

in millions

DukeNet Renewables Other Total Energy

December 31 2011

$116

Receivables

Investments in equity
method unconsolidated affiliates

Duke Energy

Ohio

Duke Energy

Indiana

129 81 25 235

Intangibles

111 111

Total assets
129 81 136 346

Otter current liabilities

Deferred credits and other liabilities

18 18

Total liabilities

21 21

$129
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DS Cornerstone LLC 50/50 loint venture entity with third-party joint

venture partner owns two windpower projects and has executed third-

party financing against the two windpower projects DS Cornerstone was

consolidated VIE of Duke Energy through August 31 2012 as the members

equity was not sufficient to support the
operations of the joint venture as

demonstrated by the
third-party financing Duke Energy provided Production

Tax Credit PTC Remedy Agreement the joint venture partner whereby Duke

Energy guaranteed the two windpower projects would achieve commercial

operation in 2012 and an agreed to number of wind turbines would qualify for

production tax credits In the event the agreed to number of wind turbines of

the two wind
generating facilities failed to qualify the joint venture partner had

the
option to put its equity ownership interest back to Duke Energy The PTC

Remedy Agreement resulted in greater loss exposure to Duke Energy and as

result Duke Energy consolidated DS Cornerstone LLC
through August 31 2012

until both
projects reached commercial

operation and the appropriate number

of wind turbines qualified for PTC As of December 31 2012 OS Cornerstone

is non-consolidated VIE The most cignificant activities that impact OS

Cornerstones economic performance are the decisions related to the ongoing

operations and maintenance activitie The power to direct these activities is

jointly and
equally shared by Duke Energy and Sumitomo As result Duke

Energy does not consolidate the DS Cornerstone Accordingly DS Cornerstone is

non-consolidated VIE that is
reported as an equity method investment

FPC Capital Trust

Progress Energy has variable inerests in the FPC Capital Trust the Trust

which is VIE of which Duke
Energy is not the primary beneficiary The Trust

finance
subsidiary was established in 1999 for the sole purpose of

issuing

$300 million of 7.10% Cumulative Quarterly Income Preferred Securities due

2039 and using the proceeds thereof to purchase from Florida
Progress Funding

Corporation Funding Corp wholly owned subsidiary of Progress Energy

$300 million of 7.10% Junior Subordinated Deferrable Interest Notes due 2039

The Trust has no other operations and its sole assets are the subordinated

notes and related guarantees Fundink Corp was formed for the sole purpose

of
providing financing to Progress Energy Florida and its subsidiaries Funding

Corp does not engage in business activities other than such financing and has

no independent operations Progress Energy has guaranteed the payments of all

distributions
required by the trust

Other

Duke Energy has investments in various other entities that are VIEs which

are not consolidated The most significant of these investments is Duke
Energy

Ohios 9% ownership interest in OVEC Through its ownership interest in OVEC
Duke

Energy Ohio has contractual arrangement through June 2040 to buy

power from OVECs power plants The proceeds from the sale of power by OVEC

to its power purchase agreement counterparties including Duke Energy Ohio are

designed to be sufficient for OVEC to meet its operating expenses fixed costs debt

amortization and interest expense as well as earn return on equity Accordingly

the value of this contract is subject to
variability due to fluctuations in power

prices and changes in OVECs costs of business including costs associated with

its 2256 megawatts of coal-fired generation capacity As discussed in Note the

proposed rulemaking on cooling water intake
structures MATS CSAPR and CCPs

could increase the costs of OVEC which would be passed through to Duke Energy

Ohio The initial
carrying value of this contract was recorded as an intangible

asset when Duke Energy acquired Cinergy in April 2006

In addition the company has guaranteed the performance of certain

entities in which the company no longer
has an equity interest As result the

company has variable interest in certain other VIEs that are non-consolidated

CRC

As discussed above CRC is consolidated only by Duke Energy

Accordingly the retained interest in the sold receivables recorded on the

Consolidated Balance Sheets of Duke Energy Ohio and Duke Energy Indiana are

eliminated in consolidation at Duke Energy

The proceeds obtained from the sales of receivables are largely cash but

do include subordinated note from CRC for portion of the purchase price

typically approximates 25% of the total proceeds The subordinated note is

retained interest right to receive specified portion of cash flows from the

sold assets and is classified within Receivables in Duke Energy Ohios and

Duke Energy Indianas Consolidated Balance Sheets at December 31 2012 and

2011 respectively The retained interests reflected on the Consolidated Balance

Sheets of Duke Energy Ohio and Duke Energy Indiana approximate fair value

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 Because the receivables generally turnover

in less than two months credit losses are reasonably predictable due to the

broad customer base and lack of significant concentration and the purchased

beneficial interest equity in CRC is subordinate to all retained interests and

thus would absorb losses first the allocated basis 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 10% and 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 and Duke Energy Indiana on the retained interests using

the acceptable 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 the retained

interests and purchased beneficial interest whenever it is determined that an

other-than-temporary impairment has occurred The
key assumptions used in

estimating the fair value in 2012 and 2011 is detailed in the
following table

Duke Energy Ohio

Anticipated credit loss ratio

Discount rate

Receivable turnover rate

2012 2011

Duke Energy Indiana

Anticipated credit loss ratio 0.3% 04%

Discount rate 1.2% 26%
Receivable turnover rate 10.2% 102%

0.1% 0.8%

1.2% 2.6%

12.1% 12.7%
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The following table shows the
gross

and net receivables sold

Anticipated credit loss ratio

Discount rate

Receivable turnover rate

Sales

Receivables sold

Loss recognized on sale

Sales

Receivables sold

Loss recognized on sale

Cash Flows

Cash proceeds from receivables sold

Collection fees received

Return received on retained interests

Cash flows from the sale of receivables are reflected within Operating

Activities on Duke Energy Ohios and Duke Energy Indianas 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

0.3 0.4 Duke Energy Ohios and Duke Energy Indianas Consolidated Statements of

1.2 2.6
Operations The loss recognized on the sale of receivables is calculated monthly

10.2 10.2
by multiplying the receivables sold during the month by

the required discount

which is derived monthly utilizing three year weighted average formula that

considers charge-off history late charge history and turnover history on the

sold receivables as well as 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 plus fixed rate of 1.00 percent as of

December 31 2012 as compared to prior
month-end LIBOR plus 2.39 percent

as of December 31 2011

19 EARNINGS PER COMMON SHARE EPS

Basic Earnings Per Share EPS is computed by dividing net income

attributable to Duke Energy common shareholders adjusted for distributed and

undistributed earnings allocated to participating securities by the weighted-

average number of common shares outstanding during the period Diluted

EPS is computed by dividing net income attributable to Duke Energy common

shareholders as adjusted
for distributed and undistributed earnings allocated

$211
to participating securities by the diluted weighted-average number of common

shares outstanding during
the period Diluted EPS reflects the potential dilution

that could occur if securities or other agreements to issue common stock

such as stock options phantom shares and stock-based performance unit

awards were exercised or settled

Duke Energy

On July 2012 just prior to the close of the merger with Progress Energy

Duke Energy executed one-for-three reverse stock split All earnings per share

amounts included in this 10-K are presented as if the one-for-three reverse

stock split had been effective January 2010 The following table presents

Duke Energys 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
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Duke Energy Ohio Duke Energy Indiana

percentages
2012 2011 2012 2011

0.1 0.8

1.2 2.6

12.1 12.7

Duke Energy Ohio Duke Energy Indiana

December 31 December 31

in millions
2012 2011 2012 2011

Receivables sold $282 $302 $289 $279

Less Retained interests
91 129 116 139

Net receivables sold $185 $173 $113 $140

The following tables show the retained interests sales and cash flows

related to receivables sold

in millions
Duke Energy Ohio Duke Energy Indiana

Years Ended December 31 2012

$2154

13

Cash Flows

Cash proceeds
from receivables sold 2112 2184

Collection fees received

Return received on retained interests

in millions
Duke Ener Ohio Duke Energy Indiana

Years Ended December 31 2011

Sales

Receivables sold $2390 $2658

Loss recognized on sale
21 16

Cash Flows

Cash proceeds
from receivables sold 2474 2674

Collection fees received

Return received on retained interests 12
13

in millions
Duke Energy

Ohio Duke Energy
Indiana

Years Ended December 31 2010

$2858

26

2809

15

$2537

17

2474

13
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Average

Income Shares EPS

Income from continuing operations attribulable to Duke Energy common shareholders as adjusted for participating securities basic $1121 514 $3.01

Income from
continuing operations attributable to Doke Energy common shareholders as adjosted for

participating securities diluted $1121 515 $3.01

2011

Income from
continuing operations attributable to Duke Energy common shareholders as adjusted for

participating securities basic and diluted $1/02 444 $383

2010

Income from continuing operations attributable to Duke Energy common shareholders as adjusted for
participating securities basic 1315 439 $2 99

Effect of dilutive securities

Stock
options performance and restricted stock

Income from
continuing operations attributable to Duke Energy common shareholders as adjusted for participating securitiesdiluted $1315 440 $2 99

As of December 31 2012 2011 and 2010 million million and

million respectively of stock
optiono and performance and unvested stock

awards were not included in the dilutive securities calculation 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

Progress Energy

The following tables represent Progress Energys earnings per common share for the
years ended December 31 2011 and 2010 respectively

in millions except per-share amounts

2011

Income from continuing operations attributable to Progress Energy common shareholders as adjusted for participating securities basic and diluted

2010

Income from continuing operations attributable to Progress Energy common shareholders as adjusted for participating securities basic and diluted

Average

Income Shares EPS

$580 296 $1.96

$860 291 $2.96

As of December 31 2010 Progress Energy had million stock options

outstanding which were not included in the dilutive securities calculation in

the above table because either the
option exercise prices were greater than the

average market price of common shares
during those periods or performance

measures related to the awards had not yet been met

20 PREFERRED STOCK OF SUBSIDIARIES

All of Duke Energys and Progress Energys preferred stock was issued

by Progress Energy Carolinas and
Progress Energy Florida to

third-party holders

prior to the July 2012 merger with Progress Energy The preferred stock

contains certain provisions that could require redemption of the preferred

stock for cash In the event dividends payable on Progress Energy Carolinas or

Progress Energy Floridas preferred stock are in default for an amount equivalent

to or exceeding four quarterly dividend payments the holders of the preferred

stock are entitled to elect
majority of lrogress Energy Carolinas or Progress

Energy Floridas respective Board of Directors until all accrued and unpaid

dividends are paid All classes of prefered stock are entitled to cumulative

dividends with preference to the commcn stock dividends are redeemable by

vote of the Progress Energy Carolinas or Progress Energy Floridas respective

Board of Directors at any time and do not have any preemptive rights All

classes of
preferred stock have liquidation preference equal to $100 per share

plus any accumulated unpaid dividends
except

for
Progress Energy Floridas

4.75% $100 par value class which does not have
liquidation preference

Each holder of Progress Energy Carolinas
preferred stock is entitled to one vote

The holders of Progress Energy Floridas preferred stock have no right to vote

except for certain circumstances involving dividends payable on preferred stock

that are in default or certain matters
affecting the rights and preferences of the

preferred stock

On February 2013 notices of redemption for all series of
Progress

Energy Carolinas and Progress Energy Floridas outstanding preferred stock

and serial preferred stock were sent to shareholders The preferred stock and

serial preferred stock will be redeemed on March 2013 at the redemption

prices listed below plus accrued dividends using available cash on hand and

short-term borrowings Funds sufficient to pay the redemption price for each

series have been deployed with bank acting as paying agent with irrevocable

instructions to pay the holders at the respective redemption prices and as

result under North Carolina law and the Charter of Progress Energy Carolinas

the holders of the preferred stock have ceased to be stockholders

in millions except per-share amounts

2012

Effect of dilutive securities

Stock options performance and restricted stock

under its Dividend Reinvestment Plan DRIP and other internal plans including

401k plans Duringthe year ended December 31 2010 Duke Energy received

proceeds of $288 million from the sale of common stock associated with these

plans Proceeds from the sale of common stock associated with these plans

were not significant in 2012 and 2011 Duke Energy has discontinued issuing

new shares of common stock under the DRIP
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The fouowingtable shows preferred
stock outstanding at December 31 2012 and 2011

Shares Shares Redemption

in millions except share and
per

share data

Authorized Outstanding Price Total

Progress Energy Carolinas

Cumulative no par value $5 Preferred Stock

300000 236997 $110.00 $24

Cumulative no par
value Serial Preferred Stock

20000000

$4 20 Serial Preferred

100000 102.00 10

$544 Serial Preferred

249850 101.00 25

Cumulative no par value Preferred Stock

5000000

No
par

value Preference Stock

10000000

Total Progress Energy
Carolinas

59

Progress Energy
Florida

Cumulative $100 par
value Preferred Stock

4000000

4.00% Preferred

39980 104.25

440% Preferred

75000 102.00

458% Preferred

99990 101.00 10

4.60% Preferred

39997 103.25

4.7 5% Preferred

80000 10200

Cumulative no par value Preferred Stock

5000000

$100 par value Preference Stuck

1000000

Total Progress Energy
Florida

34

preferred stock of subsidiaries __
21 SEVERANCE

Energy Florida is currently not estimable as total number of employees impacted

and job
classifications and functions have not yet been determined

2011 Severance Plan
2010 Severance Plans

In conjunction
with the merger with Progress Energy in November 2011

Duke Energy and Progress Energy offered voluntary severance plan
to certain

eligible employees As this was voluntary severance plan all severance

benefits offered under this plan are considered special
termination benefits

under U.S GAAP Special
termination benefits are measured upon employee

acceptance and recorded immediately absent any significant
retention period If

significant
retention period exists the cost of the special termination benefits

are recorded ratably over the retention period Approximately 1100 employees

from Duke Energy and Progress Energy requested severance during
the

voluntary window which closed on November 30 2011 The estimated amount

of severance payments associated with this voluntary plan and other severance

benefits through 2014 excluding
amounts incurred through December 31 2012

are expected to range from $30 million to $60 million and most of the costs will

be charged to Duke Energy Carolinas Progress Energy Carolinas and Progress

Energy Florida

Additionally in the third quarter of 2012 voluntary severance plan was

offered to certain unionized employees of Duke Energy Ohio Approximately

75 employees accepted the termination benefits during the voluntary window

which closed on October 2012 The expense
associated with this plan was

not material

In conjunction
with the retirement of the Crystal

River Nuclear Plant

Unit severance benefits will be made available to certain eligible impacted

unionized and non-unionized employees to the extent that those employees do

not find job opportunities
at other locations Approximately 600 employees work

at Crystal
River Nuclear Plant Unit Duke Energy is currently determining which

employees will be impacted by the retirement and therefore offered severance

benefits Future severance expense Duke Energy expects
to incur at Progress

During 2010 the majority
of severance charges were related to voluntary

severance plan whereby eligible employees were provided
window during

which to accept termination benefits As this was voluntary plan all severance

benefits offered under this plan were also considered special
termination

benefits under U.S GAAP and accorded the same accounting treatment as

discussed above Approximately 900 employees accepted the termination

benefits during the voluntary window which closed March 31 2010

Amounts included in the table below represent direct and allocated

severance and related expense
recorded by the Duke Energy Registrants and

are recorded in Operation maintenance and other within Operating Expenses

on the Consolidated Statements of Operations The Duke Energy Registrants

recorded insignificant amounts for severance expense during
2011 for past and

ongoing severance plans

Years Ended December 31

in millions
2012 2010

Duke Energy
$201 $172

Duke Energy Carolinas
63 99

Progress Energy1
82

Progress Energy CaroIinas
55

Progress Energy Floridat
21

Duke Energy Ohio
21 24

Duke Energy Indiana
18 33

lal Includes $14 million uf accelerated stack award expense and $19 million of COBRA and healthcare

reimbursement expenses for 2112

IbI The Progress Enerm negistrants amounts for seuerance eepevse during 2010 are not material
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Amounts included in the table below represent the severance
liability for

past and ongoing severance plans Amounts for
Subsidiary Registrants do not

include allocated expense or associated cash payments Amounts for Duke

Energy Ohio and Duke Energy Indiana are not material

Balance at Balance at

December 31 Provision Cash December 31
in millions 01i Adlustments Reductions 2012

DokeEnergy $32 $111 $68 $135

Duke Energy Carolinas
21 10 12

Progress Energy 71 33 43

Progress Energy Carolinas
35 17 23

Progress Energy Florida
12

As
part of Duke Energy Carolinas 2011 rate case the NCUC approved

the
recovery

of $101 million of
previously recorded expenses related to prior

year Voluntary Opportunity Plan This amount was recorded as reduction

to Operation maintenance and other within Operating Expenses on the

Consolidated Statements of Operations and recognized as Regulatory asset on

the Consolidated Balance Sheets in 2012

22 STOCK-BASED COMPENSATION

For employee awards equity classified stock-based compensation cost

is measured at the service inception date or the grant date based on the

estimated achievement of certain perlormance metrics or the fair value of the

award and is recognized as expense or capitalized as component of
property

plant and equipment over the requisite service period

Duke Energys 2010 Long-Term Incentive Plan the 2010 Plan reserved

25 million shares of common stock foi awards to employees and outside

directors The 2010 Plan supersedes the 2006 Long-Term Incentive Plan as

amended the 2006 Plan and no additional grants will be made from the 2006

Plan Under the 2010 Plan the exercise price of each option granted cannot

be less than the market price of Duke Energys common stock on the date of

grant and the maximum option term is 10 years The vesting periods range
from immediate to three years Duke Energy has historically issued new shares

upon exercising or vesting of share-based awards In 2013 Duke Energy may
use combination of new share issuarices and open market repurchases for

share-based awards that 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 2010 Plan allows for maximum of 6.25 million shares of common
stock to be issued under various stock- based awards other than options and

stock
appreciation rights

In connection with the
acquisition of Progress Energy in July 2012 Duke

Energy assumed Progress Energys 1957
Equity Incentive Plan EIP which was

continued under the 2002 and 2007 EIPs as amended and restated from time

to time Stock-based awards granted under the Progress Energy EIPs and held

by Progress Energy employees were
generally converted into outstanding Duke

Energy stock-based compensation awards with the estimated fair value of

the awards allocated to purchase price determined to be $62 million Refer to

Note for further information
regarding the merger transaction

Stock-Based Compensation Expense

The following table summarizes the total expense recognized by each of

the Duke Energy Registrants net of tax for stock-based compensation

Years Ended December 31

in millions
2012 2011 2010

Duke
Energy $48 $32 $41

Duke Energy Carolinas
12 17 23

Progress Energy 25 20 16

Progress Energy Carolinas
16 12 10

Progress Energy Florida

Duke Energy Ohio

Duke
Energy Indiana

Duke Energy Plans

Pre-tax stock-based compensation costs tax benefit associated

with stock-based compensation expense and the amount of stock-based

compensation costs
capitalized related to the Duke Energy plans are included in

the following table

Stock Option Activity

Weighted-

Weighted- Average Aggregate

Average Remaining Intrinsic

Options Exercise Life Value

in thousands Price in years in millions

Outstanding at

December 31 2011

Progress Energy transfers inii

Granted

Exercised

Forfeited or expired

Outstanding at

December 31 2012 1654

Exercisable at

December3l2012 953 45 4.8 17

Options expected to vest 701 58 8.5

lal Progress Energy had an insignificant number of stuck optiens outstanding as of and fur the years ended

December 31 2011 and 2010

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS
ENERGY CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Years Ended December31

in millions 201220112010
Stock Options $2 $2 $2
Restricted Stock Unit Awards 43 27 26

Performance Awards
33 23 39

Total

$Th $52 $67

Tax benefit associated with stock-based

compensation expense $30 $20 $26

k-based compensation coefscapitali

2089 $46

94 50

340 63

580 36

289 65

51 6.3 $22
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On December 31 2011 and 2010 Duke Energy had million and million

exercisable options respectively
with weighted-average exercise price of $45

and $51 respectively
The options granted in 2012 and 2011 were expensed

immediately therefore there is no future compensation cost associated with

these options The following table includes information related to Duke Energys

stock options

Years Ended December 31

in millions

2012 2011 2010

Intrinsic value of options exercised
$11 $26

Tax benefit related to options exercised
10

Cash received from options
exercised

21 14 14

Stock options granted in thousands
340 358 368

The following assumptions were used to determine the grant date fair value

of the stock options granted in 2012

WeightedAverage Assumptions for Option Pricing

Risk-free interest rate
1.1%

Expected
dividend yield

5.1%

Expected life

years

Expected volatility

18.8%

al The risk.f see rate is based upon the aserage sf5-year
and 7-year U.S Treassry Constant Maturity

rates

as of the grant date

Ib The expected dividend yield is based spon
the most recent annualized dividend and the 1-year average

closing stack price

Ic The eepecied life of options is derived tram the simplified method approach

if Volatility is
based upon 50% historical and 50% implied volatility Historic volatility is based on Dske

Energys historical volatility over the espected life using daily stock prices Implied volatility is the average

far all option contracts with term greater than sin months using
the strike price

closest to the stock

price on the valuation date

Restricted Stock Unit Awards

Restricted stock unit awards issued and outstanding under the 2010 Plan

and the 2006 Plan generally
vest over periods

from immediate to three years

The following table includes information related to Duke Energys restricted

stock unit awards

Years Ended December 31

2012 2011 2010

Shares awarded in thousands
443 636 349

Fair value in miIIionsY
28 $34 $11

Bused on the market price of Duke Energys common stock at the grant date

The following
table summarizes information about restricted stock unit

awards outstanding

Weighted-Average

Shares Per Share Grant

In thousands Date Fair Value

Outstanding at December 31 2011 856 $51

Progress Energy
transfers in

988 70

Granted
443 63

Vested
608 56

Forfeited
12 64

Outstanding at December 31 2012 1601 64

Restricted stock unit awards expected to vest 1561
64

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

ended December 31 2012 2011 and 2010 was $34 million $19 million and

$29 million respectively
At December 31 2012 Duke Energy had $37 million

of unrecognized compensation cost which is expected to be recognized
over

weighted-average period
of 1.9 years

Performance Awards

Stock-based awards issued and outstanding under the 2010 Plan and

the 2006 Plan generally
vest over three years

if performance targets are

met Vesting for certain stock-based performance awards can occur in three

years at the earliest if performance is met Certain performance
awards

granted in 2012 2011 and 2010 contain market conditions based on the total

shareholder return TSR of Duke Energy stock relative to pre-defined peer

group relative TSR These awards are valued using path-dependent model

that incorporates expected relative TSR into the fair value determination of

Duke Energys 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 Energys relative TSR as of the

end of the performance period For each simulation Duke Energys relative TSR

associated with the simulated stock price
at the end of the performance period

plus expected dividends within the period
results in 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 Energys relative TSR for each grant

is incorporated within the model Other performance awards not containing

market conditions were awarded in 2012 2011 and 2010 The performance

goal for the awards is Duke Energys return on equity over three-year

period Awards are measured at grant date price The following table includes

information related to Duke Energys performance awards

Years Ended December 31

2012 2011 2010

Shares awarded in thousands
352 432 912

Fair value in millions
19 $20 $38

Ia Based on the market price of Duke Energys commox stock at the giant date
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plan participant accumulates retirement benefit
consisting of pay credits that are

based upon percentage which varies with age and
years of service of current

eligible earnings and current interest credits Certain legacy Progress Energy and

legacy Cinergy U.S employees are covered under plans that use final average

earnings
formula Under the legacy Cinergy final average earnings formula

plan participant accumulates retirement benefit
equal to

percentage of their

highest 3-year average earnings plus percentage of their highest 3-year average
$42 earnings in excess of covered compensation per year of

participation maximum
50 of 35 years plus percentage of their highest 3-year average earnings times

54 years of participation in excess of 35 years Under the
legacy Progress Energy final

56 average earnings formula plan participant accumulates retirement benefit

48 equal to
percentage of their

highest 4-year average earnings plus percentage

41

of their
highest 4-year average earnings in excess of covered compensation per

year of
participation maximum of 35 years plus percentage of their highest

4-year average earnings times
years of participation in excess of 35 years Duke

Energy also maintains and the Subsidiary Registrants participate in non-qualified

non-contributory defined benefit retirement
plans which cover certain executives

Actuarial gains and losses subject to amortization are amortized over

the average remaining service
period of the active employees The average

remaining service
period of active employees covered by the

qualified retirement

plans is nine years for Duke Energy Duke Energy Carolinas Duke Energy
Ohio and Duke Energy Indiana and eight years for

Progress Energy Progress

Energy Carolinas and Progress Energy Florida The average remaining service

period of active employees covered by the non-qualified retirement plans is

thirteen
years for Duke Energy and Progress Energy nine years for Duke Energy

Carolinas Duke Energy Ohio and Duke Energy Indiana twelve years for Progress

Energy Carolinas and seventeen
years for Progress Energy Florida Duke Energy

determines the market-related value of plan assets using calculated value

that
recognizes changes in fair value of the plan assets in particular year on

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

component of
property plant and equipment

Duke Energy uses December31 measurement date for its defined

benefit retirement plan assets and obligations

Amounts presented in the tables below for the Subsidiary Registrants

represent the amounts of pension and other post-retirement benefit cost

allocated by Duke Energy for employees of the
Subsidiary Registrants

Additionally the
Subsidiary Registrants are allocated their proportionate share

of pension and post-retirement benefit cost for employees of Duke Energys

shared services affiliate that
provide support to the Subsidiary Registrants

These allocated amounts are included in the governance and shared service

costs discussed in Note 14

Duke Energys policy is to fund amounts on an actuarial basis to provide

assets sufficient to meet benefit payments to be paid to plan participants The

following table includes information related to the Duke Energy Registrants

contributions to its U.S qualified defined benefit pension plans

$346

200 33 334

400 158 129

The
following table summaries information about stock-based

performance awards outstanding at the maximum level

Weighted-Average

Shares Per Share Grant

in thousands Date Fair Value

Number of stock-based performance awards

Outstanding at December31 2011 2123

Progress Energy transfers in

1548

Granted
352

Vested
1009

Forfeited
668

Outstanding at December 31 2012
2346

Stock-based
performance awards expec.ed to vest 2132 48

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

ended December 31 2012 2011 and 2010 was $56 million $33 million and

$15 million respectively At December 31 2012 Duke Energy had $25 million

of unrecognized compensation cost which is expected to be
recognized over

weighted-average period of 1.6 years

Progress Energy Plans

Pre-tax stock-based compensation expense and tax benefit associated

with stock-based compensation expense related to former
Progress Energy

plans including those that were converted to Duke plans upon the merger
recorded to Progress Energy Progress Energy Carolinas and Progress Energy
Florida are included in the

following table No stock-based compensation costs

were capitalized during any of the periods presented

Years Ended December31

in millions
2012 2011 2010

Restricted stock unit awards $21 $24 $21

Performance awards
12

Total

$39 $33 $27

Tax benefit associated with stock-based

compensation eopense $15 $13 $11

23 EMPLOYEE BENEFIT PLANS

Defined Benefit Retirement Plans

Duke
Energy and its subsidiaries including legacy Progress Energy and

Cinergy businesses maintain and the Subsidiary Registrants participate in

qualified non-contributory defined benefit retirement plans The plans cover most

U.S employees using cash balance formula Under cash balance formula

in millions

Anticipated Contributions

2013

Contributions Made

2012

2011

2010

Duke
Energy Progress Progress Energy Progress Duke Energy Duke

Energy
Duke

Energy Carolinas Energy Carolinas
Energy Florida

Ohio Indiana

$350

$304

$320 $94 $121 $18

$141 $128

217 112 48 52

95 34 45 46

210



PART II

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY dibla PROGRESS

ENERGY CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Qualified Pension Plans

Components of Net Periodic Pension Costs Qualified Pension Plans

Year Ended December 31 2012

Duke Energy

in millions
Duke Energy Carolinas

Service cost
$122

Interest cost on project
benefit obligation

Expected return on plan assets

Amortization of prior
service cost credit

Amortization of actuarial loss

Other

Net periodic pension costs $111

Progress Progress Energy Progress
Duke Energy Duke Energy

Energy Carolinas Energy Florida Ohio Indiana

35 63

301 90 121

412 146 188

10

144 45 93

25

58

96

31

$30

56

81

48

$6
31

45

10

$9
30

46

15

21 106 33 53

Year Ended December31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions
Duke Energy

Carolinas Energy Carolinas Energy Florida Ohio Indiana

Service cost
96 51 20 24 11

Interest cost on project benefit obligation
232 85 132 61 57 32 30

Expected return on plan
assets 384 150 182 91 78 441 45

Amortization of prior service cost

Amortization of actuarial loss
77 37 66 25 33 14

Other
18

Net periodic pension costs 45 17 74 21 36 14

Year Ended December 31 2010

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions
Duke Energy

Carolinas Energy
Carolinas Energy

Florida Ohio Indiana

Service cost
96 36 46 18 22 11

Interest cost on project benefit obligation
248 91 131 62 56 33 32

Expected return on plan assets 378 14 157 68 44 45

Amortization of prior service cost

Amortization of actuarial loss
50 27 49 16 31 12

Settlement and contractual termination benefit cost 13

Other
18

Net periodic pension costs1 52 16 76 25 41 14

Duke Energy amounts exclude $14 million $14 million and $16 million for the years ended December 31 2012 2011 and 2010 respectively of regalatory asset amortization resulting from purchase accnunhng adiustments

associated with Dake Energys merges with Cinergy in April 2006

Duke Energy Ohio amounts exclude $6 million $7 million and $7 million for the years ended December 31 2012 2011 and 2010 respectively of regulatory asset amortization resulting from purchase accounting adiustments

associated with Duke Energys merger with Cinergy in April 2006
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Other Changes in Plan Assets and Projected Benefit Obligations

Recognized in Accumulated Other Comprehensive Income and Regulatory Assets Qualified Pension Plans

Year Ended December 31 2012

Duke
Energy Progress Progress Energy Progress Duke Energy Duke Energy

in milkons Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Regulatory assets net increase decrease 976 $111 $76 $89 $23 22 11

Accumulated other comprehensive incorie loss

Deferred income tao asset 14
15

Reclassification of actuarial losses to an affiliate 48
Actuarial gains losses arising during the year

Prior year service credit
arising during the year

Amortization of prior year actuarial losses 13
Reclassification of actuarial losses to rEgulatory assets 20
Amortization of prior year prior service cost

Net amount recognized in accumulated other

comprehensive income loss 29 $38

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Regulatory assets net increase decrease 152 $65 $298 $98 114 11

Accumulated other
comprehensive income loss

Deferred income tan asset liability 10 24

Actuarial losses arising during the year 60 13 10

Amortization of prior year actuarial losses

Reclassification of actuarial gains losses to

regulatory assets 66
Amortization of prior year service cost

Net amount recognized in accumulated other

comprehensive income loss 49 38
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Reconciliation of Funded Status to Net Amount Recognized Qualified Pension Plans

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions
Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Change in Projected
Benefit Obligation

Obligation at prior
measurement date

$4880 $1831 $2129 $1263 $1119 $621 $613

Obligation assumed from acquisition
2850

Service cost
122 35 63 25 30

Interest cost
301 90 121

58 56 31 30

Actuarial losses
489 13 166 34 120 68 16

Transfers
116

161

Plan amendments
110 52 64 43 10

Benefits paid
448 125 153 13 66 38 43

Obligation at measurement date
$8030 $2028 $2868 $1264 $1309 $521 $684

Accumulated BenefitObligatioflatoeCember3l $1843 $2028 $2820 $1264 $1261 $501 $653

Change in Fair Value of Plan Assets

Plan assets at prior
measurement date $4141 $1820 $2191 $1091 969 $565 $582

Assets received from acquisition
2285

Actual return on plan
assets

812 280 263 130 119 86 88

Benefits paid
448 125 153 13 66 38 43

Transfers
116

161

Employer contributions
304 346 141

__________________________

Plan assets at measurement date $1154 $2151 $2641 $1289

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress
Duke Energy Duke Energy

in millions
Duke Energy Carolinas Energy

Carolinas Energy Florida Ohio Indiana

Change in Projected Benefit Obligation

Obligation at prior
measurement date $4861 $1786 $2450 $1155 $1043 $651 $628

Service cast
96 37 51 20 24 11

Interest cost
232 85 132 61 57 32 30

Actuarial gains losses
20 221 81 110 11

Transfers

17

Plan amendments 18 13

Settlement and contractual termination benefit cost

54 55 37 45
Benefits paid

320 105 119

Obligation at measurement date $4880 $1831 $2729 $1263 $1179

Accumulated Benefit Obligation
at December31 $4661 $1787 $2692 $1263 $1142

$627 $613

$602 $582

Change in Fair Value of Plan Assets

Plan assets at prior measurement date $4791 $1837 $1891 884 871 $565 $565

Actual return on plan assets
64 60 91 44 41

Benefits paid
320 105 125 54 55 37 45

Transfers

17

Employer
contributions

200 33 334 217 112 48 52

Plan assets at measurement date $4741 $1820 $2191 $1091 969 $565 $582

213



PART II

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS
ENERGY CAROLINAS INC.FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Amounts Recognized in the Consolidated Balance Sheets Qualified Pension Plans

December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy
in mdlions Duke Energy Carolinas Energy Carolinas Energy Flonda Ohio Indiana

Prefunded pension11 163 $123 25

Accrued pension liability 439 221 159 81 57
Netamountrecognized 216 $123 221 25 $159 $81 $51
Regulatory assets

$2381 $582 $1019 $472 541 $144 $246

Accumulated other comprehensive incorie loss

Deferred income tax asset 59
Prior service credit

Net actuarial loss 166 26

Net amounts recognized in accumulated ether

comprehensive income loss 103 11

Amounts to be recognized in net periodic pension expense

inthenextyear

Unrecognized net actuarial loss 216 46 101 46 49 12 23
Unrecognized prior service credit cost 12

December 31 2011

Duke
Energy Progress Progress Energy Progress Duke Energy Duke Energy

in mdlions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Accrued pension liability 139 11 538 113 $210 62 $31
Net amount recognized 139 11 538 173 $210 62 31

Regulatoryassets $1411 $693 $1155 561 $518 $122 $229

Accumulated other comprehensive income loss

Deferred income tax asset 13 15
Prior service cost

Net actuarial loss
201 25

52

Net amounts recognized in accumulated other

comprehensive income lossib 132 11
38

Inciuded in Other within Investments and Other Assets on the Consohdated Balance Sheets

Excludes accumulated other comprehensive income of $9 milton and $19 million as of Oocembor 31 2012 and 2011 respectiveiy net of tax associated with Braziliae retirement plan
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Additional Information Qualified Pension Plans

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

--

Duke Energy Progress Progress Energy Progress
Duke Energy Duke Energy

Projected benef it obligation

Duke

aroas ner

Accumulated benefit obligation
5201

2820
1261 501 653

Fair value of plan assets
4951

2641
1150 446 621ber312011

Duke Energy Progress Progress Energy Progress
Duke Energy

Duke Energy

Projected
benefit obligation

Accumulated benefit obligation

2692
1263 1142

Fair value of plan assets

1091
969

Assumptions Used for Pension Benefits Accounting

Duke Energy ber31
tations

2011 2010

Discount rate

4.10 5.10 5.00

Salary increase graded by age

4.30 4.40 4.10

Net Periodic Benefit Cost

Discount rate

4.60-5.10 5.00 5.50

Salary increase

440 4.10 4.50

Progress Energy .ber31
2011 2010

Discount rate

4.10 4.75 5.55

Salary increase Bargaining plan

4.00 4.00 4.50

Net Periodic Benefit Cost

Discount rate

4.60-4.15 5.55 6.00

Salary
increase Bargaining plan

4.00 4.50 4.50

The weighted-average
actuarial assumptions

used by Progress Energy Carolinas and Progress Energy Florida were not materially different from the assumptions above as applicobie
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Combined Notes to Consolidated Financial Statements Continued

The discount rate used to determine the current year pension obligation and following years pension expense is based on bond selection-settlement
portfolio

approach This approach develops discount rate by selecting portfolio of high quality corporate bonds that generate sufficient cash flow to provide for the
projected

benefit payments of the plan The selected bond portfolio is derived from universe of non-callable
corporate bonds rated Aa

quality or higher After the bond portfolio
is selected single interest rate is determined that equates the

present value of the plans projected benefit payments discounted at this rate with the market value
of the bonds selected

Expected Benefit Payments Qualified Pension Plans

in millions

Years ending December 31

2013

2014

2015

2016

2017

2018 2022

Duke
Energy Progress Progress Energy Progress Duke

Energy Duke
EnergyDuke

Energy Carohnas
Energy Carolinas

Energy Florida Ohio Indiana

816 $250 $211 $122
71 $36 $48

653 214 194
105

68 35
41

639 210 193 101
71

35 46
636 207 196

100
74 35 46

627 199
197 98

78 35
452997 868 978 442 431

186 231

Non-Qualified Pension Plans

Components of Net Periodic Pension Costs Non-Qualified Pension Plans

in millions

Service cost

Interest cost on project benefit obligation

Amortization of actuarial loss

Amortization of prior service cost

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke
Energy

in millions
Duke Energy Carolinas Energy Carolinas

Energy Florida Ohio
IndianaService cost

$2 $1Interest cost on project benefit
obligation

12

Amortization of actuarial loss

Amortization of prior service cost credit

Net
periodic pension costs

$19 $14

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke
Energy Duke EnergyDuke Energy Carolinas

Energy Carolinas
Energy Florida

Ohio Indiana

$1 $2

Net periodic pension costs
$11

$14

Year Ended December 31 2010

Duke Energy Progress Progress Energy Progress Duke Energy Duke
Energy

in millions
Duke

Energy Carolinas
Energy Carolinas

Energy Florida
Ohio IndianaService cost

$2
Interest cost on

project benefit
obligation

Amortization of actuarial loss

Amortization of prior service cost

Net periodic pension costs
$12 $13
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Combined Notes to Consolidated Financial Statements Continued

Other Changes in Plan Assets and Projected Benefit Obligations

Recognized in Accumulated Other Comprehensive Income and Regulatory Assets Non-Qualified Pension Plans

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions
Duke Energy

Carolinas Energy Carolinas Energy Florida Ohio Indiana

Regulatory assets net decrease increase $34

Regulatory liabilities net decrease

Accumulated otter comprehensive income loss

Deferred income tax asset

Actuarial gains losses arising during the year

Net amount recognized in accumulated other

comprehensive income loss

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions
Duke Energy

Carolinas Energy
Carolinas Energy Florida Ohio Indiana

Regulatory assets net increase decrease $28

Regulatory liabilities net increase

Accumulated other comprehensive income loss

Deferred income tax asset

Actuarial losses gains arising during the
year

Amortization of prior year
actuarial losses

Reclassification of actuarial gains losses to

regulatory
assets

18

Net amount recognized in accumulated other

comprehensive income loss
$--
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Combined Notes to Consoliidated Financial Statements Continued

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

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy
in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Change in Projected Benefit Obligatio

Obligation at prior measurement date $160 $18 $117 $39 $44
Obligation assumed from acquisition 112

Service cost

lnterestcost
12

Actuarial losses
18 11

Plan amendments 12
Transfers

Benefits paid 24 10

Obligation at measurement date $335 $16 $116 $38 $45

Accumulated Benefit Obligation at December31 $332 $16 $115 $36 $44

Change in Fair Value of Plan Assets

Plan assets at prior measurement date

Benef its paid 24 10
Employer contributions 24 10

Plan assets at measurement date

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy
in millions Duke Energy Carolinas

Energy Carolinas
Energy Florida Ohio Indiana

Change in Projected Benefit
Obligation

Obligation at prior measurement date 167 $21 159 $33 $44

Service cost

Interest cost

Actuarial gains losses
17

Transfers

Benefits paid 14 10

Obligation at measurement date $160 18 177 $39 $44

Accumulated
Benefit_Obligation

at December31 151 $17 $162 $33 $42 $5

Change in Fair Value of Plan Assets

Plan assets at prior measurement date

Benefits paid 14 10
Employer contributions 14 10

Plan assets at measurement date
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Combined Notes to Consolidated Financial Statements Continued

Amounts Recognized in the Consolidated Balance Sheets Non-Qualified Pension Plans

December

Duke Energy Progress
Progress Energy Progress

Duke Energy
Duke Energy

in millions

Duke Energy Carolinas Energy
Carolinas Energy

$116

Accrued pension
liabilityWX

iiiiui
$335

$9 $2
$59 $3 $34 $1

Regulatory
assets

Regulatory
liabilities

smprehensive income loss
Accumulated other

Deterred income tan asset

Net actuar

non ots mcoized in accumulated otter

enpense
ie the nest year

Unrecognized net actuarial loss

Unrecognized prior service

ecember3011
Duke Energy Progress Progress Energy Progress

Duke Energy
Duke Energy

Carolinas
Eee

Carolinas Energy
Eoergy

in millioes $44

Accrued pension
liabili

Duke

$0 $U8 177 _________________________________________

$9
25

Regulatory assetsatorylbd
Accumulate

Deferred incometasasset

lbl Ouke coergy carohnas amount includes $3 million and $3 million recognized in Other within Current Liabilities on the consolidated Balance Sheets as of Oecember 31 2012 and 2011 respectively

Id Progress Energy amount includes $lt million and $10 million recogoiood in Other within Current Liabilities on the consolidated Balance Sheets as of Oecember 31 2012 and 2011 reopectioely

ldl Prsgmss Energy Carolinas amount includes $2 million and $2 million recognized in Other within Current Liabilities or the Consolidated Balance Sheets as of Oecember 31 2012 and 2011 respectively

ml Progress Energy Florida amount incladen $3 million and $3 million recognioed in Other within current Liabilihes on the Balance Sheets as of December 31 2012 and 2011 respectively

ItI
Duke Energy Ohio amount includes an insigodicant

amount and $1 million recognized in Other within Current Liabilities on the Consolidated Balance Sheets as at December 31 2012 and 2011 respectinely

IgI Oohe Energy Indiana amoant includes an insignificant amount and $1 million recognized in Other within Current Liabilities on the Consolidated Balance Sheets as of Oecember 31 2012 and 2011 respectively
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Combined Notes to Consolidated Financial Statements Continued

Additional Information Non-Qualified Pension Plans

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

December 31 2012

in millions
Duke

Energy Carolinas Energy Carolinas
Energy Florida

Ohio IndianaProjected benefit obligation
335 $16 $176 $38 $45 $5Accumulated benefit

obligation
332 16 175

36 44Fair value of plan assets

December 31 2011

Dohe
Energy Progress

Progress Energy Progress Duke
Energy Duke

Energy

in millions

Duke Energy Carolinas
Energy Carolinas

Energy Florida
Ohio IndianaPrecd bene obligation

$18 $177 $39Accumulated benefit obligation
151

17 162
33

42
Fair value of plan assets

Assumptions Used for Pension Benefits Accounting

Duke
Energyiai

December 31percentages

2012 2011 2010Benefit
Obligations

Discoont rote

4.10 5.10 5.00
Salary increase graded by age

4.30 4.40 4.10
Net Periodic Benefit Cost

Discount rate

4.60-5.10 5.00 5.50
Salary increase

4.40 4.10 4.50Fur Progress Energy piau5 th discount rate seed in 2012 to determine expense refiect remeasuremenf as of Juiy 2012 due to the meger betweon Duke Energy and Progress Energy

Progress
Energylailbi

December 31percentages

2012 2011 2010Benefit
Obligations

Discount rate

4.10 4.80 5.60
Salary increase

525 525
Net Periodic Benefit Cost

Discount rate

4.60-4.80 5.60 6.05
Salary increase

525 525the discount rate used in 2012 to determine expense refiecfs remeasurement as of Juiy 2012 due to the merger between Duke Energy and Progress Energythe weightedauerage acLariai
aosamptrons used by Progress Energy Carolinas and Progress Energy Fiorida were not materiaiy different from the assumptions above au apphcabie

The discount rate used to determine the current year pension obligation and following years pension expense is based on bond
selection-settlement portfolio

approach This approach develops scount rate by selecting portfolio of
high quality corporate bonds that generate sufficient cash flow to provide for the

projected
benefit payments of the plan The selected bond portfolio is derived from universe of non-callable

corporate bonds rated Aa
quality or higher After the bond portfolio

is selected single interest rate is determined that equates the present value of the plans projected benefit payments discounted at this rate with the market value
of the bonds selected
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Expected Benefit Payments Non-Qualified Pension Plans

Duke Energy Progress Progress Energy

Carolinas Energy
Carolinas

Progress

Energy Florida

Duke Energy

Ohio

Duke Energy

Indiana
in millions Duke Energy

Years ending December 31

2013 31 $3 12

2014 31 12

2015 28 12

2016 21 11

2011 28 11

20182022 120 56 11 15

Other Post-Retirement Benefit Plans

Duke Energy and most of its subsidiaries provide and the Subsidiary Actuarial gains and losses are amortized over the average remaining

Registrants participate in some health care and life insurance benefits for service period of the active employees The average remaining service period

retired employees on contributory and non-contributory basis Employees of the active employees covered by the plan is ten years for Duke Energy Duke

are eligible for these benefits if

they
have met age and service requirements at Energy Ohio and Duke Energy Indiana eleven years

for Duke Energy Carolinas

retirement as defined in the plans The health care benefits include medical nine years for Progress Energy and Progress Energy Florida and seven years for

coverage dental coverage and prescription drug coverage and are subject to Progress Energy Carolinas

certain limitations such as deductibles and co-payments Duke Energy did not make any pre-funding contributions to its other

These benefit costs are accrued over an employees active service period post-retirement benefit plans during the years
ended December 31 2012 2011

to the date of full benefits eligibility The net unrecognized transition obligation
is or 2010

amortized over 20 years

Components of Net Periodic Other Post-Retirement Benefit Costs

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Service cost 16 11

Interest cost on accumulated post-retirement

benefit obligation 56 15 43 23 18

Expected return on plan assets 11 10

Amortization of prior service credit

Amortization of net transition liability 10

Amortization of actuarial loss gain 14 35 20 12

Special termination charge

Net periodic pension costs1 80 13 102 $53 $39

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Service cost 11

Interest cost on accumulated post-retirement

benefit obligation 35 16 41 20 18

Expected return on plan assets 15 10

Amortization of prior service credit

Amortization of net transition liability 10

Amortization of actuarial gain loss 12

Net periodic pension costs 26 14 67 $31 32

221



PART II

DUKE ENERGY CDRPDRATIDN DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS

ENERGY CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Year Ended December 31 2010

Duke Energy Progress Progress Energy Progress Dake Energy Dake Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Seroicecost $7 $2 $16 $5 $10 $1 $1

Interest cast on accemolated post retirement

beoetit obligation 38 17 45 20 22

Expected return an plan assets 151 10 14 21

Arninrtization at prior service credit

Amortization at net transition liability 11

Amortization at actuarial gain lass 51 13

Net periodic pension costY $28 $16 $75 $28 $43 $9

ul Duke Energy aniountn exclude 95 rnillisn $0 rrillinn and $9 millinn tnr the years ended Deceinrter 31 2012 201 land 2010 reneectinely at regulatnry annet amnrt nation renuitine trnm purctare accnunting adiuntxnenta

ussoc ated with Duke Energy nerger wilt Cinergy in Aeril 2006

151 Duke Energy Ohm amauntu exclude $2 miliman tar each at the yearn ended Decewter 31 2012 2011 and 2010 reupectmuely at regmilatary annet awurtizatinn reaaltinetrnm purchane accnunting adiuntmentn annncmated with

Duke Energy mereer with Cmnergy in April 2036

The Medicare Prescription Drog Improvement and Modernization Act of 2DD3 Modernization Act introduced prescription drug benefit under Medicare

Medicare Part as mell as 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 effect on Duke Energys net periodic post-retirement benefit cost mas decrease of

$3 milboo in 2012 $3 million in 2011 and $4 million in 2Db Duke Energy recognized $1 million subsidy receivable as of December 31 2D12 and 2011 mhich is

included in Receivables on the Consnhdated Balance Sheets

Other Changes in Plan Assets and Projected Benefit Obligations

Recognized in Accumulated Other Comprehensive Income and Regulatory Assets Other Post-Retirement Benefit Plans

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in milliuos Duke Energy Carolinas Energy
Carolinas Energy Florida Ohio Indiana

Regulatory assets net iecrease decrease $484 $120 $228 $110 $28 $16

Regulatory liabilities net decrease t6 $11

Accumulated other comprehensive incnne less

Deterred incoroe tao liability $12 $14

Reclassiticatian nt actuarial lasses to affiliate

Prior year service cast aosing daring thir year

Actoarial lasses arising daring the year

Reclassitication ot actuarial gains to regulatnry

liabilities

Amortization at prior year actuarial loss

Net amount recognized in accumulated otier

comprehensive incnme loss
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Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy
Carolinas Energy Carolinas Energy Florida Ohio Indiana

Regulatory assets net decrease increase $22 $12 74 43 28

Regulatory liabilities net increase decrease 21 12

Accumulated other comprehensive income loss

Deferred income tax liability

Actuarial losses gains arising during the year

Amortization of prior year
actuarial losses

Reclassification of actuarial losses to regulatory assets

Net amount recognized in accumulated other

comprehensive income loss

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

Year Ended December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Change in Projected Benefit Obligation

Accumulated post-retirement
benefit obligation at prior

measurement date 661 $312 841 $401 $368 61 $135

Obligation assumed from acquisition
911

Service cost
16 11

Interest cost 56 15 43 23 18

Plan participants
contributions 41 18 13

Actuarial gains
198 .28 291 205 49

Transfers
16

Benef its paid 105 38 61 24 33 13

Special termination benefit cost

Plan amendments 10 33 25 16

Accrued retiree drug subsidy

Accumulated post-retirement benefit obligation at

measurement date $1194 $316 $1128 $612 $413 48 $136

Change in Fair Value of Plan Assets

Plan assets at prior measurement date 181 $120 37 31 14

Actual return on plan assets 23 12

Benefits paid
105 38 61 24 33 13

Transfers 39 39

Employer contributions 58 17 48 19 26

Plan participants contributions 41 18 13

Plan assets at measurement date 198 $134 11

223



PARTII

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENfRGç INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS

ENERGY CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENRGY
01110 INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Year Ended December 31 2011

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Change in Projected Benefit Obligatior

Accumulated post-retirement benefit obligation at prior

measurement date $723 $326 $133 $352 $326 $66 $152

Service cost 11

Interest cost 35 16 41 20 18

Plan participants contributions 32 21

Actuarial gains losses 55 12 98 49 40 17
Transfers

Plan transfer

Benef its paid 83 44 51 124 24 14

Early retirement reinsurance program subsidy

Accrued retiree drug subsidy

Accumulated post-retirement benefit obligation at

measurementdate $667 $312 $841 $407 $368 61 $135

Change in Fair Value of Plan Assets

Plan assets at prior measurement date 186 125 33 33 14

Actual return on plan assets

Benefits paid 83 144 51 24 24 14

Employer contributions 42 16 43 19 21 10

Plan participants contributions 32 21

Plan assets at measurement date 181 120 37 37 14

Progress Energy and Progress Energy Florida amounts reflect assets that did not meet the definition of plan assets These assets are included
in Other within lnuestments and Other Assets on the Consolidated Balance 5heeto

Amounts Recognized in the Consolidated Balance Sheets Other Post-Retirement Benefit Plans

December 31 2012

Duke Energy Progress Progress Energy Progress Duke Energy Duke Energy

in millions Duke Energy Carolinas Energy Carolinas Energy Florida Ohio Indiana

Accrued post-retirement habilityreilsi $1596 $182 $1128 $612 $413 $41 $119

Regulatory assets 521 11 505 $291 $170 11

Regulatory liabilities 101 18 68

Accumulated other comprehensive income loss

Deferred income tao liability

Prior service credit

Net actuarial gain

_____________________

Net amounts recognized in accumulated ther comprehensive

income loss

Amounts to be recognized in net periodic pension expense in

the neot year

Unrecognized net actuarial loss gain 54 59 37 16

Unrecognized prior service credit 15
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December31 2011

Duke Energy Prugress Progress Energy Progress
Duke Energy Duke Energy

io millions
Duke Energy

Carolinas Energy
Carolinas Energy Florida Ohio Indiana

Accrued post-retirement liability

eiiniui 486 192 804 $407 $331 $52 $1121

Regulatory assets
37 37 277 121 142 83

Regulatory
liabilities

107
19 70

Accumulated other comprehensive income loss

Deferred incometax liability

Prior service credit

Net actuarial loss gain

Npt amounts recognized in accumulated other comprehensive

incomeluss
$6

Duke Energy amunnt includes $sn million and $3 million recounioed in Other within Current Liabilities on the Consolidated Balance sheets as of December 31 2012 and 2011 respectively

hI Duke Energy Carolinas amuant includes an insignificant amount recognized in Other within Current Liabilities an the Consolidated Balance sheets as of December 31 2012 and 2011 resyectiuely

ci Progreno Energy amount includes $47 million and $22 million recugniued in Other within Current Liabilities en the Consolidated Balance Sheets as of December 31 2012 and 2001 respectively

dl Progress Energy Carolinas amount includeo $23 millien and $10 million recugnioed in Other within Current Liabilities so the Consolidated Balance Shoots as of December 31 2012 and 2011 respectively

by Progress Energy Florida amount includes $20 million and zero recognized in Other within Current Liabilities en the Balance Sheets an of December 31 2012 and 2011 respectively

If Duke Energy Ohio amuant includen $2 million and $2 million recognized in Other within Correct Liabilitien on the Consolidated Balance Sheets as of December 31 2012 and 2011 renpectisely

Duke Energy Indiana amunnt includes an insignificant amount recognized in Other within Corrent Liabbftien on the Consolidated Balance Sheets an of Docember 31 2012 and 2011 respectiuely

Assumptions Used for Other Post-Retirement Benefits Accounting

Duke Energyhe

December 31

percentages

2012 2011 2010

Benefit Obligations

Discount rate

4.10 5.10 5.00

Net Periodic Benefit Cost

Discount rate
4.60-5.10 5.00 5.50

Expected long-term
rate of return on plan assets

5.20-8.00 5.36-8.25 5.53-8.50

Assumed tax raterr
35 35.0 35.0

Fsr Pmgreoo Energy plans the dincount rate used in 2812 to determine espense
mflect mmeannremenf as of Jufy 2012 due to the merger between Duke Energy and Prngmss Energy

The eepecfed long-term rate of return on plan aosefu for Duke Energy Dhio and Doke Energy Indiana was 8.00% 8.25% and 0.50% an of December 31 2012 2011 aud 2010 respectisely

Ic Applicable to the health care part inn of funded post-retirement benefits

Id Does not apply tn Duke Energy Ohis and Duke Energy Indiana

Progress Energyin

December

percentages

2012 2011 2010

Benefit Obligations

Discount rate

4.10 4.85 5.75

Net Periodic Benefit Cost

Discount rate

4.60-4.85 5.70 6.05

Expected long-term
rate of return on plan asset5i

N/A-SOD 5.00 6.60

The aonomptiono used in 2012 to determine enpense reflect remeunorement as of July 2012 due to the merger between Duke Energy and Progress Energy

hi The weighted-average actoarial aooamptions used by Progress Energy Carolinas and Progress Energy riorida were not materially different from the usnomptions above as applicable with the enception of the eopected long-

term rate of return on plan assets which was 5.80% for all yearn presented fur Progress Energy
Florida and 8.75% in 2010 tsr Progress Energy Carolinas Progress Energy Florida held no other post-retirement benefit plan

assets as of December 30 2812 Progress Energy Carolinos held no other post-retirement plan assets affer December 31 2010
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The discount rate used to deturmine the current
year

other post-retirement benefits obligation and following years other post-retirement bonefits expense is

based on bond selection-settlement
portfolio approach This approach develops discount rate by selecting portfolio of high quality corporate bonds that generate

sufficient cash flow to provide for the prolected benefit payments of the plan The selected bond portfolio is derived from universe of non-callable corporate bonds

rated Aa quality or higher After the bond portfolio is selected single interest rate is determined that equates the present value of the plans projected benefit

payments discounted at this rate th the market value of the bonds selected

Assumed Health Care Cost Trend Rate Duke Energylal

December
31_-

2012 2011

850% 8.75%

5.00% 5.00%

2020

Health care cost treod rate assomed for oeot year

Rate to which the cost trend is asso wed to declioe the ultimate trend rate

Year that rate reaches ultimate trend
2020

Is Applicable to all Subsidiary negistrants

Sensitivity to Changes in Assumed Health Care Cost Trend Rates

Year Ended Deoentber 31 2012

Duke Energy Progress Progress Energy Progress Duke
Energy Duke Energy

On millions Duke Energy Carolinas
Energy Carolinas

Energy Florida Ohio Indiana

1-Percentage Point Increase

Effecton total service and interestcosts
$1

Effect on post-retirement benefit obligation 164 11 133 12 49

1-Percentage Point Decrease

Effect on total service and interest costs

Effect on post-retirement benefit obligation 133 10 106 51 39

Expected Benefit Payments Other Post-Retirement Benefit Plans

Duke Energy Progress Progress Energy Progress Doke Energy Duke Energy

On millions Doke Energy11 Carolinas1 Energy1 Carolinas1 Energy Floridaie Ohio1 lndiana

Years ending December 31

2013 98 $22 $48 $24 $20 $4 $12

2014 104 23 51 26 21 $12

2015 108 23 55 28 22 12

2016 111 24 58 30 23 12

2017 114 24 61 32 24

20182022 583 112 330 111 125 19 53

Duke Energy nopects to receiue tutere oaboidioo ceder Medicare Part Dot $7 milhon in each of the years 2n13-2015 $8 milkon in each of the years 2uix sod 2117 sod stotal of $46 miiion during the years 2018-2n22

hi Ouke Energy csreknsu espects to receive fetsee subsidies under Medicare Part Jut $2 million in each ot the yearn 21t3-2n17 sods total nt sn million during the years 201t-2122

ci Progress Energy eeyecto to receive tuture subsidies under Medicare Port of $4 million in each of the years 2813-2015 $5 mullen each of the years 2816-2817 snd total of $34 million during the yearn 2y18-2n22

dl Progress Energy Carolirso eeyecto to receive future ouhsidieo under Medicare Part El of $2 million in each of the yearn 2013-2815 $3 million
in

each of the years 2016-2017 srd slots of $11 million during the yearn 2018-2822

lel Progress Energy Florida
eeyecfn to mceivn fulure suhoidien onder Medicare Part of $2 million in each of the yesro 2113-2017 sod total of $12 million during tire

ynoro
2010-2022

It Duke Eoergy Ohio doeo not eupect to recoiue luture ouboidieo under Medicare Part

Ig Duke Energy Indians enyecto to receive tutuor ouboidieo under Medicsre Part ot $1 million
in each of the yearn 2013-2017 and total id $5 million during thu

years 2018-2022
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Plan Assets

Duke Energy Master Retirement Trust

Assets for both the qualified pension and other post-retirement
benefits

excluding Progress Energy plans are maintained in Master Retirement Trust

Duke Energy Master Trust Approximately 97% of the Duke Energy Master

Trust assets were allocated to qualified pension plans and approximately 3%

were allocated to other post-retirement plans as of December 31 2012 and

2011 The investment objective of the Duke Energy Master Trust is to achieve

reasonable returns subject
to prudent level of portfolio risk for the purpose of

enhancing the security of benefits for plan participants

The asset allocation targets were set after considering the investment

objective
and the risk profile U.S equities

are held for their high expected

percentages

Duke Energy
Master Trust

U.S equity securities

Non-U.S equity securities

Global equity securities

Global private equity securities

Debt securities

Hedge funds

Real estate and cash

Other global
securities

Total

Progress Energy Master Trust

Assets for Progress Energy qualified pension benefits are maintained in

trust Progress Energy Master Trust .The primary objectives
of the Progress

Energy Master Trust are to ensure sufficient funds are available at all times

to finance promised benefits and to invest the funds such that contributions

are minimized within acceptable risk limits Progress Energy periodically

performs studies to analyze various aspects of our pension plans including asset

allocations expected portfolio return pension contributions and net funded

status One key investment objective
is to achieve rate of return significantly

in excess of the discount rate used to measure the plan liabilities over the

long term Tactical shifts plus or minus percent in asset allocation from

the target allocations are made based on the near-term view of the risk and

return tradeoffs of the asset classes Domestic equity includes investments

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

Qualified pension and other post-retirement
benefits for Duke Energy

Carolinas Duke Energy Ohio and Duke Energy Indiana are derived from the Duke

Energy Master Trust as such each are allocated their proportionate share of the

assets discussed below

The following table includes the target
asset allocations by asset class

at December 31 2012 and the actual asset allocations for the Duke Energy

Master Trust

28 28

15 15

10

32 32

100 100

across large medium and small capitalized domestic stocks using investment

managers with value growth and core-based investment strategies and includes

both long only and long/short equity managers International equity includes

investments in foreign stocks in both developed and emerging market countries

using mix of value and growth-based investment strategies and includes both

long only and long/short equity managers Domestic fixed income primarily

includes domestic investment grade long duration fixed income investments

Qualified pension benefits for Progress Energy Progress Energy Carolinas

and Progress Energy
Florida are derived from the Progress Energy Master Trust As

such each are allocated their proportional
share of the assets discussed below

The following table includes the target asset allocations by asset class

at December 31 2012 and the actual asset allocations for the Progress Energy

Master Trust

Actual Allocation at December 31
Target

Allocation 2012 2011

28

15

10

32

100
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Fair Value Measurements

The accounting guidance for fair value defines fair value establishes

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 fo sell an asset or transfer 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 liability versus an entry price which would be the price paid

to acquire an asset or received to assume liability Although the accounting

guidance for fair value does not require additional fair value measurements it

applies to other accounting pronouncements that require or permit fair value

measurements

Duke Energy classifies recurring and
non-recurring fair value

measurements based on the following fair value hierarchy as prescribed by

the accounting guidance for fair value which prioritizes the inputs to valuation

techniques used to measure fair value into three levels

Level 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

Target
Actual Allocation at December 31

Allocation 2012 2011

liability occurs with sufficient frequency and volume to provide ongoing pricing

information Duke Energy does not adjust quoted market prices on Level for

any blockage factor

Level 2a fair value measurement utilizing inputs other than quoted

market price that are observable either directly or indirectly for the asset or

liability Level iqputs 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 Level measurement cannot have more than an

insignificant portion of the valuation based on unobservable inputs

Level 3any fair value measurements which include unobservable

inputs for the asset or liability for more than an insignificant portion of the

valuation Level measurement may be based primarily on Level inputs

The
following tables provide the fair value measurement amounts for the

Duke Energy Master Trust qualified pension and other post-retirement assets

percentages

-______________________________________

Progress Energy Master Trust

U.S equity securities
29 20 28

Non-U.S
equity securities

19 14 15

Global equity securities

Global private equity securities
10

Debt securities
35 35 36

Hedge funds

Real estate and cash

Otherglobal securities

Total

100 100 100

VEBA the purpose of promoting the security of plan benefits for
participants VEBA is

passively managed
Duke Energy also invests other post-retirement assets in the Duke Energy The following table includes the weighted-average returns expected by

Corporation Employee Benefits Trust /EBA The investment objective of VEBA asset classes and the target asset allocations at December31 2012 and the

is to achieve sufficient returns sublect to prudent level of portfolio risk for
actual asset allocations for VEBA

Target
Actual Allocation at December 31

percentages
Allocation 2012 2011

VEBA

U.S equity securities
30 23 20

Debt securities
45 32 31

Cash
25 45 49

Total

100 100 100

228



PARTII

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY db/a PROGRESS

ENERGY CAROLINAS INC FLORIDA POWER CORPORATION dlbla PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

December 31 2012

in millions
Total Fair Valuai Level Level Level

Duke Energy Master Trust

Equity securities
$2993 $1415 $1515

Corporate bonds
1391 1388

Short-term investment funds
100 23 11

Partnership interests
141 141

Hedgefunds
91 91

Real estate trusts
161 161

U.S government securities
231 231

Other iovestmentsm
16 121

Guaranteed investment contracts
31 37

Governments bonds foreign
65 64

Cast

Asset backed securities

Government and commercial mortgage
backed securities 12 12

Total assets $5230 $1421 $3451 $352

Encludes $26 mitinn in net receivables auaaciated with secunity psrchaues and sales

Ib Includes pendinu investment sales set nt investment purchases et $29 miiisn

Duke cnergy Canelinas Duke Energy Ohio and Duke Energy Indiana wene alscated appranimately 43% 9% and 12% st the Duke Energy Masten Trust assets at Dscumben 31 2012 respectively Accsndinnly aD Level aed

amsunts incladed in the table abase ane atacable ts Duke Energy Canslinas Duke Energy Ohis and Duke Energy Indiana using these percentages

December 31 201

Duke Energy Master Trust

Equity securities

Corporate bonds

Short-term investment funds
328 216 52

Partnership interests
121 127

Hedgefunds
89 89

Real estate trusts
152 152

Guarantees investment contracts
39 39

Governments bonds foreign
39 38

Cash

Asset backed securities

Government and commercia mortgage backed securities

Total assets $4842 $2058 $2462 $322

in millions
Total Fair Value Level Level Level

U.S government
securities

Other investment51

$2568 $1145 823

1237 1236

211 211

33 30

Eucludes $27 millisn in net receivables and payabes ussecrated with security purchases and sales

Includes pending insestmunt sales net at inseotment punchanen of $3 million

Ic Duke Energy carolinas Duke Energy Dhis and Duke Energy Indiana were atucated appnsuimatey 3y% 12% and 12% uf the Duke Energy Muster Trust assets ah December 31 2012 respectively Accurdingly all Level 12 and

ameuntu included in the table abuse are allucable tu Duke Energy carulinas Duke Energy Ohio and Duke Energy Indiana using these percentages
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The following tables provide the fair value measurement amounts for the Progress Energy Master Trust qualified pension assets

Progress Energy

in millions

Progress Energy Master Trust

Equity securities

Corporate bonds

Partnership interests

Hedge funds

U.S government securities

Other investments

Governments bonds foreign

Cash

Total assets

December 31 2012

Total Fair Value Level Level Level

$1094 $361 133

432 432

154 154

313 189 124

515 405 110

16 10

160 113 41

$2690 $819 $1523 $288

in millions

Progress Energy Master Trust

Equity securities

Corporate bonds

Partnership interests

Hedgefunds

U.S
government

securities

Other investments

Cash

Total assets

in millions

VEKA

Cash and cash equivalents

Equity securities

Debt securities

Total assets

December 31 2012

Total Fair Value Level Level Level

$22 $22

12 12

16 16

Eaciudes $43 million in net payables assnciated with security purchases and sales

bI Prugress Energy Careloas and Progress Energy Florida were allocated approximately 48% and 44% of the Progress Energy Master Trust assets at December 31 2012 respectively Accordingly all Level 12 and amounts

included in the table above are atocable to Progress Energy Carolinas and Pnegress Energy Florida using these percentages

December31 2011

Total Fair Value Level Level Level

803 $313 490

407 407

153 153

306 159 147

391 247 144

16 11

115 82 33

$2191 $642 $1238 $311

Progress Energy Carolinas and Progress Energy Florida were auscated apprneimately 50% and 44% sf100 Pragress Energy Master Trust assets at December 31 2011 respectively Accordingly oil Leuel 12 and amounts

included in the table above are allocable fs lrsgness Energy Carnlinas and Progress Energy rlorida using these percentages

The following tables provide the fair value measurement amounts for VEBA other post-retirement assets

$50 $50

December31 2011

in millions Total Fair Value Level Level Level

VEBA

Cash and cash equivalents 26 $26

Equity securities 11 11

Debt securities 16 16

Total assets 53 $53
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The following table provides
reconciliation of beginning

and ending

balances of Master Trust assets measured at fair value on recurring
basis

where the determination of fair value includes significant
unobservable inputs

Level

in millions
2012 2011

Duke Energy Master Trust

Balance at January
$322 $185

Purchases sales issuances and settlements

21 156

29

13 10

$352 $322

The following
table provides reconciliation of beginning

and ending

balances of Progress Trust assets measured at fair value on recurring basis

where the determination of fair value includes significant unobservable inputs

Level

in millions
2012 2011

Progress Energy
Master Trust

Balance at January
$311 $160

Pnrchases sales issuances and settlements

Purchases
13 107

Sales
14 13

Transfers in and/or nut of level
41

Total gains losses and other
19 57

Balance at December31 $288 $311

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

achve 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 measures Investments in equity

securities with unpublished prices are valued as Level if they are redeemable

at the measurement date Investments in equity securities with redemption

restrictions are valued as Level

Investments in corporate bonds and U.S government securities

Most debt investments are valued based on 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 measures If the market for particular fixed

income security is relatively inactive or illiquid the measurement is Level

measurement

Investments in short-term investment funds

Investments in short-term investment funds are 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 Investments in short-term

investment funds with unpublished prices are valued as Level

Investments in real estate investment trusts

Investments in real estate investment trusts are 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 Savings Plans

Duke Energy and Progress Energy sponsor and the Subsidiary Registrants

participate in employee savings plans
that cover substantially all U.S

employees Most employees participate in matching contribution formula

where Duke Energy provides matching centribution generally equal to 100%

of employee before-tax and Roth 401k contributions and as applicable

after-tax contributions of up to 6% of eligible pay per pay period Dividends on

Duke Energy shares held by the savings plans are charged to retained earnings

when declared and shares held in the plans are considered outstanding in the

calculation of basic and diluted earnings per
share

The following table includes pre-tax employer matching contributions

made by
Duke Energy and expensed by

the Subsidiary Registrants

Progress Energy Progress Duke Energy Duke Energy

Carolinas Energy Florida Ohio Indiana

Purchases

Sales

Total gains losses and other

Balance at December31

Duke Energy Progress

Carolinas Energy
in millions

Duke Energy

mr the years ended December31

2012 $101 $31 $45 $24 $15 $4 $6

2011 86 37 44 23 14

2010 85 36 43 23 14
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24 INCOME TAXES

Duke Energy and its subsidiaries file income tax returns in the U.S with federal and various state governmental authorities and in certain foreign jurisdictions

The taxable income of Duke Energy and its subsidiaries is reflected in Duke Energys U.S federal and state income tax returns These subsidiaries have 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 each of these subsidiaries would

incur if
it were separate company filing its own tax return as C-Corporation

Components of Income Tax Expense

_______
Year Ended December 31 2012

Duke
Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy
in millions

Energy Carolinas
Energy Carolinas Florida Ohio Indiana

Current Income taxes

Federal 46 88 48 $26 $21
State

35 25 11 21

Foreign 133

Total current income taxes 122 26 86 54 31

Deferred income taxes

Federal 513 408 226 162 121 12 41
State 64 11 40 21 25
Foreign

20

Total deferred income taxes 591 485 266 111 142 63 12
Investment tax credit amortization 14

Income tax
expense benefit from continuing operationsibi 105 453 112 110 141 98 13

Tax expense from discontinued operations 24 29

Total income tax expense benefit included in Consolidated Statements of Operations $129 $453 $201 $110 $141 98 $13

inciudex benefits xt net sperating ixss NO carryfsrwards xf $1127 mdlixn at Duke $245 miiisn at Duke Carnhnas $357 mition at Progress Energy $257 millioo at Progress Energy Carolinas $25 miflon at

Progress Energy Fisrida $99 miuion at Dukir Energy Ohio and $205 minion at Duke Energy indiana

inciudes uncertain tao benefits reiating priiniarriy to certain temporary differences of $27 milbon at Duke Energy $11 million at Duke Energy Carolinas $42 million at Progress Energy $161 million at Progress Enerm

Carolinas 036 million at Progress Florida $4 million at Duke Ohio and $9 million at Duke Indiana The offset to those temporary differences are included in deferred income tacos
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Year Ended December 31 2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy
Carolinas Florida Ohio Indiana

Current income taxes

Federal 37 $122 91 21 60 95 95

State
21 30 29 21 42

Foreign
164

Total current income taxes
148 92 62 55 94 137

Deferred income taxes

Federal
526 531 365 262 214 194 38

State
56 40 27 22 23

Foreign
32

Total deferred income taxe 614 571 392 268 236 192 61

Investment tax credit amortization 10

Income tax expense from continuing operations 752 472 323 256 180 96 74

Tax benefit from discontinued operations

Total income tax expense
included in Consolidated Statements of Operations $752 472 $320 $256 180 96 74

Includes benefits of NOL carryforwards of $274 million at Duke Energy $19 million at Duke Energy Carolinas $213 million at Progress Energy $54 million at Progress Energy Carolinas $41 million at Progress Energy Florida

and $47 million at Duke Energy

Includes benefits of uncertain tao benefits relating primarily to certain temporary
differences of $43 million at Duke Energy $43 million at Duke Energy Carolinas $13 million at Progress Energy $11 million at Progress Energy

Carolinas $119 million at Progress Energy Florida $3 million at Duke Energy Ohio and $3 million at Duke Energy Indiana The offset to these temporary differences are included in deferred income tanes

Year Ended December 31 2010

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions
Energy Carolinas Energy Carolinas Florida Ohio Indiana

Current income taxes

Federal
46 73 44 $101

State
39 13 16

Foreign
125

Total current income taxes 159 59 65 48 115 13

Deferred income taxes

Federal
639 388 505 238 286 123

State
83 75 100 53 39 12 22

Foreign
20

Total deferred income taxes 742 463 605 291 325 18 145

Investment tao credit amortization 11

Income tax expensefrom continuing operations 890 457 539 350 276 132 156

las benefitfrom discontinued operations

Total income tax expense
included in Consolidated Statements of Operations $889 $457 530 $350 $276 $132 $156

Includes uncertain tao benefits relating primarily to certain temporary differences of $1392 million at Duke Energy $1390 million at Duke Energy Carolinas $16 million at Progress Energy $15 million at Pmgress Energy

Carolinas $1 million at Progress Energy Florida $13 million at Duke Energy Ohio and $17 million at Duke Energy Indiana The offset to these temporary differences are included in deterred income tacos

hI Includes benefits of NOL carryfsrwards of $31 million at Progress Energy and $9 million at Progress Energy Florida

Ohio
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Duke Energy Income from Continuing Operations before Income Taxes

Years Ended December 31

_____________ ____________________________
2012 2011 2010

$1821 $1780 $1731

_______________ ______________________________________________________________________
624 685 479

Income from continuing operations before income taxes $2451 $2465 $2210

Reconciliation of Income Tax Expense at the U.S Federal Statutory Tax Rate to the Actual Tax Expense from Continuing Operations Statutory Rate

Reconciliation

Year Ended December 31 2012

Duke
Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Income tax expense computed at the statutory rate of 35% $858 $461 $185 $134 $145 96 43
State income tax net of federal incomx tan effect 64 34 33 14

Tao differential on foreign earnings 66

AFIJDC equity income 101 54 31 24 13 26
Other items net 50 12

Income tan expense from continuing operations $105 $453 $112 $110 $141 98 13

Effective tax rate 28.8% 34.3% 32.1% 28.1% 35.1% 36.0% 59.5%

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

________ ___________________________
Energy Carolinas Energy Carolinas Floiida Ohio Indiana

$863 $451 $319 $270 $173 $102 85

50 46 39 18 17 13

44

Effective tax rate

Income tax expense computed at the statutory rate of 35%

State income tan net of federal income tax effect

Tax differential on foreign earnings

Goodwill impairment charges

AFUDC equity income

Other items net

Income tax expense from continuing operations

Effective tax rate

$774 $454 $492

82 48 60

22

175

82 61

37 16

$890 $457 $539

$333 $255 $108 $155

30 23 14 26

in millions

Domestic

Foreign

in millions

Income tax expense computed at the stututory rate of 35%

State income
tax

net of federal income tax effect

Tan differential on foreign earnings

AFUDC equity income

Other items net

Income tax expense from continuing operations

Year Ended December31 2011

91 59 36 25 11 31

26 28

$152 $472 $323 $256 $180 96 74

30.5% 36.1% 35.6% 33.2% 36.3% 33.1% 30.6%

Year Ended December 31 2010

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

231

32 22 101 20

19

__________
$350 $276 132 $156

40.3% 35.3% 38.3% 36.8% 37.9% 43.0% 35.5%
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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 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 tables

Net Deferred Income Tax Liability Components

312012

rogress
Progress

Duke Duke

Duke

Duke Energy Progress Energy
Energy Energy Energy

Del erred credits and other liabilities

2948 $194 $342in millions

Tax credits and NOL carryforwards

3311
441 1536 309 91 152 340

Other

408 22
230 82 126 10

21

226 11

Valuation allowance

UO938382U08625Total deferred income tax assets

Investments and other assets

Accelerated depreciation
rates

11208 4289 2803 2118 592 1823 1131

120 154 690 151 916 045
Regulatory

assets and deferred deb

Total deferred income tax liabilities

December 31 2012

Investment Tax Credits

in millions

Alternative Minimum Tax Credits

1033
Indefinite

Federal NOL carrytorwards

1604
20312032

State NOL carryforwards

166 20132032

Indefinite

Foreign NOL carryforwards

hi valuation allowance of $105 million has been recorded on the foreign NOL carryforwardS us presented
in the Net Deterred income Tao Liability components

tableber31 2011

Duke Progress
Progress

Duke Duke

Duke Energy Progress Energy
Energy Energy Energy

rredcreditsandothtie5
in millions

Tax credits and NOL carryforwards

930 199 1163 51 42 95

Regulatory
liabilities and deferred credits

375 142 198

Investments and other assets

Other

13 18 522 168
101 31

Vaon allowance

tax as sets

72ff

Investments and other assets

Accelerated depreciation
rates

6989 3576 3098 1908 1180 1706 968

Regulatory assets and deferred debits

1219 658 1271 541 685 216 136

income tax liabilities

304 $14 509 $1 795 $1 761 $11187 $1820 $914
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Classification of Deferred Tax Assets Liabilities in the Consolidated Balance Sheets

December 31 2012

Duke
Progress Progress Duke Duke

Duke
Energy Progress Energy Energy Energy Energy

Non-current deferred tax assets included in Other within Investments and
Other Assets

85
20Current deferred tax liabilities included in Other within Current Liabilities

Non current deferred tax liabilities ncluded in Other within Deferred

Credits and Other Liabilities

10490 5181 2558 2162 1518 1853 853
9619 $15091 $2119 $2018 $1366 $1832 $1852

December 31 2011

Duke
Progress Progress Duke Duke

Duke
Energy Progress Energy Energy

Energy Energy

Carolinas Florid
Ohio Indiana

Non-current deferred tax
assets included in Other within Investments

and Other Assets

67
27Non-current deferred tax liabilities included in Other within Deferred

Credits and Other Liabilities

7581 4555 2193 1903 1325 1853 927Netdeferredincometaxhabilities

$7304 $4509 $1795 $1761 $1187 $1820 $914
Deferred income taxes and oreign withholding taxes have not been provided on undistributed

earnings of Duke Energys foreign subsidiaries when suchamounts are deemed to be
indefiritely reinvested The cumulative

undistributed
earnings as of December 31 2012 on which Duke Energy has not provided deferred

income taxes and foreign
withholding taxes is $2 billion The amount of unrecognized deferred tax

liability related to these undistributed
earnings is estimated at

between $275 million and $350 million

Changes to Unrecognized Tax Benefits

Year Ended December 31 2012

Duke
Progress Progress Duke Duke

Duke
Energy Progress Energy Energy

Energy Energy

un millions

Energy Carolinas
Energy Carolinas

Florida Ohio
IndianaUnrecognized tax benefits

Januanj
$385 $260 $173 $13 $80 $32 $24Acquisitions

Unrecognized tax benefits increases decreases

Gross increases tan
positions in pior periods

Gross decreases tax positions in prior periods

Gross increases current period tax positions

Gross decreases current period tac
positions

Settlements

Total
changes

155
11 42 36

Unrecognized tax benefits December31
$540 $211 $131 $67 44 $36 $32

Net deferred income tax liabilities

Statute

128

29 12 23 10 12

12 19 52
28 15

13 11
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Year Ended December 31 2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy
Carolinas Energy Carolinas Florida Ohio Indiana

Unrecognized tax benefits January $342 $217 $176 74 99 29 $21

Unrecognized tax benefits increases decreases

Gross increases tax positions in prior periods
49 42 88 19 66

Gross decreases tax positions in prior periods 18 24 14 21

Gross increases current period tax positions
16

Gross decreases current period tax positions

Seillements 68 10 61

Total changes
43 43 19

Unrecognized tax benefits December31 $385 $260 $173 73 80 32 .$ 24

Year Ended December31 2010

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Engy Energy Energy

in millions Energy Carolinas Energy Catolinas Florida Ohio Indiana

Unrecognized tax benefits January 664 517 $160 $59 $98 32

Unrecognized tan benefits increases decreases

Gross increases tax positions in prior periods 36 14 10 15

Gross decreases tax positions in prior periods 43 21 13

Gross increases current period tax positions 14 10

Gross decreases current period tax positions

Setbements 320 310

Total changes
322 300 16 15

Unrecognized tax benefits December31 342 211 $176 $74 99 29 21

The following table includes information regarding the Duke Energy Registrants unrecognized taxbenefits

December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Amount that if recognized would affect the effective tax rate or regulatory liability $131 $113 $8

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

If is reasonably possible that Duke Energy and Duke Energy Carolinas will reflect an approximate $65 fnilthn reduction in unrecognized tao benefits within the next 12 rnnrdhs due to expected settlements hO other Duke Energy

Registrants do not anticipate material increase or decrease in unrecognized tax benefits within the next 12 months

hi Duke Energy Duke Energy Carolinas Progress Energy Progress Energy Carolinas and Progress Energy Florida are unable to estimate the specific amounts that wsald affect the effective tax rate or regulatory liability

The following tables include interest and penalties recognized in the Consolidated Statements of Operations and the Consolidated Balance Sheets

As of and For the Year Ended December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Net interest income recognized related to income taxes $10

Net interest expense recognized related to income taxes

Interest receivable related to income taxes

Interest payable related to income taxes 11
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As of and For the Year Ended December31 2011

Progress Progress Duke Duke

Progress Energy Energy Energy Energy

Energy Carolinas Florida Ohio Indiana

$12 $5 $24 $6 $22

21

Duke Energy Duke Energy Carolinas Duke Energy Ohio and Duke Energy

Indiana are no longer subject to U.S federal examination for years before 2004

The years
2004 and 2005 are in Appeals waiting for approval from the Joint

Committee The 2006-2007
years

are also in Appeals waiting for the prior cycle

to close The IRS is currently auditing the federal income tax returns for
years

2008 through 2011

Progress Energy Progress Energy Carolinas and Progress Energy Florida

are no longer subject to U.S federal examination for years before 2007 The IRS

has examined
years

2007 through 2009 and examination has been completed

With few exceptions Duke Energy and its subsidiaries are no longer

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

years
before 2004

25 CONDENSED CONSOLIDATING STATEMENTS

Presented below are the Progress Energy Condensed Consolidating

Statements of Operations arid Comprehensive Income Balance Sheets

and Statements of Cash Flows as required by Rule 3-10 of Regulation S-X

In September 2005 Progress Energy Parent issued guarantee of certain

payments of two wholly owned indirect subsidiaries FPC Capital and Funding

Corp The guarantees are in addition to the previously issued guarantees of

Progress Energys wholly owned subsidiary Florida Progress

FPC Capital finance subsidiary was established in 1999 for the

sole purpose of issuing $300 million of 7.10% Cumulative Quarterly Income

Preferred Securities due 2039 Series Preferred Securities and using the

proceeds thereof to purchase from Funding Corp $300 million of 7.10% Junior

Subordinated Deferrable Interest Notes due 2039 Subordinated Notes FPC

Capital has no other operations and it sole assets are the Subordinated Notes

and Notes Guarantee as discussed below Funding Corp is wholly owned

subsidiary of Florida Progress and was formed for the sole purpose of providing

financing to Florida Progress and its subsidiaries Funding Corp does not

engage in business activities other than such financing and has no independent

operations Since 1999 Florida Progress has fully and unconditionally

guaranteed the obligations of Funding Corp under the Subordinated Notes In

addition Florida Progress guaranteed the payment of all distributions related to

the Preferred Securities required to be made by FPC Capital but only

to the extent that FPC Capital has funds available for such distributions

the Preferred Securities Guarantee The two gwwuarantees considered

together constitute full and unconditional guarantee by Florida Progress of FPC

Capital ls obligations under the Preferred Securities The Preferred Securities

and the Preferred Securities Guarantee were listed on the New York Stock

Exchange until the February 2013 redemption discussed below

The Subordinated Notes may be redeemed at the option of Funding Corp

at
par

value plus accrued interest through the redemption date The proceeds

of any redemption of the Subordinated Notes will be used by FPC Capital Ito

redeem proportional amounts of the Preferred Securities and common securities

in accordance with their terms Upon liquidation or dissolution of Funding Corp

holders of the Preferred Securities would be entitled to the liquidation preference

of $25 per share plus all accrued and unpaid dividends thereon to the date

of payment The annual interest expense related to the Subordinated Notes is

reflected in the Consolidated Statements of Operations and Comprehensive

Income

The Progress Energy parent has guaranteed the payment of all

distributions related to FPC Capital ls Preferred Securities At December 31 2012

FPC Capital had outstanding 12 million shares of the Preferred Securities with

liquidation value of $300 million The Progress Energy parents guarantees

are joint and several full and unconditional and are in addition to the joint and

several full and unconditional guarantees previously issued to FPC Capital

and Funding Corp by Florida Progress Progress Energys subsidiaries have

provisions restricting the payment of dividends to the Progress Energy parent

in certain limited circumstances and as disclosed in Note there were no

restrictions on Progress Energy Carolinas or Progress Energy Floridas retained

earnings

On January 2013 Funding Corp provided to the trustee of the

Subordinated Notes notice of its intent to redeem all of the Subordinated

Notes on February 2013 The trustee then simultaneously notified the

holders of the Preferred Securities that all of the Preferred Securities would

be redeemed on the same redemption date These redemptions occurred

on February 2013 and therefore the Preferred Securities the Preferred

Securities Guarantee the Subordinated Notes and the Notes Guarantee all

ceased to be outstanding or in effect on February 2013

FPC Capital is VIE of which neither Progress Energy nor Duke

Energy is the primary beneficiary Separate financial statements and other

disclosures concerning FPC Capital have not been presented because

Progress Energy believes that such information is not material to investors

in millions

Net interest income recognized related to income taxes

Net interest expense recognized related to income taxes

Interest receivable related to income taxss

Interest payable related to income taxes

Duke

Duke Energy

Energy Carolinas

Year Ended December 31 2010

Duke
Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy Carolinas Energy Carolinas Florida Ohio Indiana

Net interest income recognized related to income taxes $26 18

Net interest expense recognized related lx income taxes
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In these condensed consolidating statements the Progress Energy elimination entries forall intercompany transactions and other consolidation

Parent column includes the financial results of the parent holding company adjustments Financial statements for Progress Energy Carolinas and Progress

only The Subsidiary Guarantor column includes the consolidated financial Energy Florida are separately presented elsewhere in this Form 10-K All

results of Florida Progress only which is primarily comprised of itswholly applicable corporate expenses have been allocated appropriately among the

owned subsidiary Progress Energy Florida The Non-Guarantor Subsidiaries guarantor and non-guarantor subsidiaries The financial information may not

column includes the consolidated financial results of all non-guarantor necessarily be indicative of results of operations or financial position had

subsidiaries which is primarily comprised of Progress Energys wholly the subsidiary guarantor or other non-guarantor subsidiaries operated as

owned subsidiary Progress Energy Carolinas The Other column includes independent entities

Condensed Consolidating Statement of Operations and Comprehensive Income

Year Ended December 31 2012

Progress Non-

Energy Subsidiary Guarantor Progress

in millions
Parent Guarantor Subsidiaries Other Energy Inc

Operating Revenues $4101 $4101 $9405

Operating Expenses

Fuel used in electric generation and purchased power
2409 1895 4304

Operation maintenance and other 981 1452

Depreciation and amortization
192 555 141

Property and other taxes 341 232 510

Impairment charges
146 54 200

Total operating expenses
4015 4188 8266

Gains Losses on Sales of Other Assets and Othe net

Operating Loss Income 628 515 1137

Equity in Earnings of Consolidated Subsidiaries 560 560

Other Income and Expenses net 42 81 130

Interest Expense
256 276 208 140

Income from Continuing Operations Before Income Taxes 308 394 388 563 521

Income Tax Benefit Expense from Continuing Operations 92 138 123 172

Income from Continuing Operations
400 256 265 566 355

Income from Discontinued Operations net of tax 35 11 52

Net Income 400 291 282 566 401

Less Net Income Attributable to Noncontrolling Interests

Net Income Attributable to Parent $400 281 282 $569 400

Comprehensive Income $498 308 352 $653 505

Less Comprehensive Inceme Attributable to Noncontrolling Interests

Comprehensive Income Attributable to Parent $498 304 352 $656 498
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Condensed Consolidating Statement of Operations and Comprehensive Income

Year Ended December 31 2011

Progress Non-

Energy Subsidiary Guarantor

Parent Guarantor Subsidiariesin millions

Operating Revenues

Operating Expenses

Fuel used in electric generation and purchased power

Operation maintenance and other

Depreciation and amortization

Property and other taxes

Impairment charges

Total operating expenses

$4404 $4547 $8948

Other

Progress

Ener Inc

2288 1755 4043

10 896 1147 2060

169 532 701

351 218 562

10 3704 3655 7369

Gains on Sales of Other Assets and Other net

Operating Loss Income 10 702 894 1583

Equity in Earnings of Consolidated Subsidiaries /98 198

Other Income and Expenses net 61 32 81 52

Interest Expense 279 262 184 725

Income from Continuing Operations Before Income Taxes 448 472 791 801 910

lncomelaxBenefitExpensefromContinuingoperations 127 170 275 323

Income from
Continuing Operations 575 302 516 806 587

Loss from Discontinued Operations net of tax

Net Income 575 299 514 806 582

Less Net Income AtributabIe to Noncontrolling Interests

Net Income Attributable to Parent 575 295 514 $809 575

Comprehensive Income 535 271 519 $783 542

Less Comprehensive Income Attributable to Noncontrolling Interests

Comprehensive Income Attributable to Parent 535 267 519 $186 535
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Condensed Consolidating Statement of Operations and Comprehensive Income

Year Ended December 31 2010

Progress Non-

Energy Subsidiary Guarantor Progress

in millions
Parent Guarantor Subsidiaries Other Energy Inc

OperatingRevenues
$5292 $4933 $10223

Operating Expenses

Fuel used in electric generation and purchased power
2613 2008 4621

Operation maintenance and other
928 1100 2045

Depreciation and amortization
426 494 920

Property
and other taoes

362 225 580

Impairment charges

Total operating eopenses
4329 3832 8171

Losses on Sales of Other Assets and Other net

Operating Loss Income
958 1091 2044

Equity in Earnings of Consolidated Subsidiaries 1027 1021

Other Income and Expenses net
33 74 109

Interest Expense
282 280 192 747

IncomefromContinuingOperatiOflsBefOrelflCOnlelaXes
744 711 979 1028 1406

Income Tax Benefit Expense from ContinuingOperations
111 267 378 539

Income from Continuing Operations
855 444 601 1033 861

Income Loss from Discontinued Operations net of tax

Net Income
856 443 59/ 1033 863

Less Net Income Attributable to Noncontrolling Interests

Net Income Attributable to Parent
856 439 598 $1031 856

Comprehensive Income
818 434 582 $11009 825

Less Comprehensive Income Attributable to Noncontrolling Interests __4

Comprehensive Income Attributable to Parent
818 430 583 $1013 818
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Condensed Consolidating Balance Sheet

December 31 2012

Progress

millions

-_________________________________________________ ______________
Other Energy Inc

ASSETS

Current Assets

Cash and cash equivalents

Receivables net

Notes receivable from affiliated
companies

Inventory

Other

Total current assets

Investments and Other Assets

Nuclear decommissioning trust funds

Investment in consolidated subsidiaries

Goodwill

Other

Total investments and other assets

Net Property Plant and Equipment

Regulatory Assets and Deferred Debits

Regulatory assets

Other

Progress

Energy

Parent

Non-

Subsidiary Guarantor

Guarantor Subsidiaries

63 149 19 231

321 410 190

603 223 162 988

613 828 1441

13 393 410 155 181

139 1699 1949 1144 3243

629 1259 1888

14238 14238

3655 3655

183 228 694 575 530

14421 851 1953 11158 6013

9362 22691

3321 1911 5292

23 55 28 100

23 3376 1999 5392

13190 145

Total regulatory assets and deferred debits

Total Assets
$15183 $15294 $19091 $12163 $31405

LIABILITIES AND EQUITY

Current Liabilities

Notes payable to affiliated companies 840 235 368 988 455

Current maturities of long-term debt 435 407 843

Other
141 1098 1398 154 2489

Total current liabilities 981 1168 2113 1141 3781

Long-term_Debt 3992 4885 4433 13311

Long-term_Debt
Payable to Affiliated Companies 309 35 274

Def erred Credits and Other Liabilities

Deferred income taxes 932 2162 536 2558

Asset retirement obligations 164 1649 2413

Regulatory liabilities 181 1538 144 2469

Other 23 943 1375 26 2315

Total deferred credits and other liabihties 23 3426 6124 418 9155

Preferred Stock of Subsidiaries 34 59 93

Equity

Common shareholders equity 10181 4868 5102 10510 10181

Noncontrolling interests

Total equity ioisi 4812 5702 10510 10185

Total Liabilities and Equity $15183 $15294 $19091 $12163 $31405
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Condensed Consolidating Balance Sheet

December 31 2011

in millions

ASSETS

Current Assets

Cash and cash equivalents

Receivables net

Notes receivable from affiliated companies

Inventory

Other

Total current assets

Investments and Other Assets

Nuclear decommissioning trust funds

Investment in consolidated subsidiaries

Goodwill

Other

Total investments and other assets

Net Property Plant and Equipment

Regulatory Assets and Deferred Debits

Regulatory assets

Other

Total regulatory assets and deferred debits

Total Assets

LIABILITIES AND EQUITY

Current Liabilities

Notes payable
and commercial paper

Notes payable to affiliated companies

Current maturities of long-term debt

Other

Total current liabilities

Long-term Debt

Long-term Debt Payable to Affiliated Companies

Deferred Credits and Other Liabilities

Deferred income taxes

Asset retirement obligations

Regulatory liabilities

Otter

250 233

238

450 10

199 1030

3543 4671

309

Progress
Non

Ener Subsidiary Guarantor Progress

Parent Guarantor Subsidiaries Other ner Inc

117 92 21 230

367 516 883

53 219 272

659 770 1429

127 418 297 64 778

291 1536 1823 336 3320

559 1088 1647

14043 14043

3655 3655

118 189 615 418 504

14161 748

10455

1763 10866 5806

11677 160 22292

1629 1195 3424

22 51 22 89

22 1680

$14480 $14419

1817 3513

$17080 $11048 $34931

188 671

34 272

502 961

1221 63 2387

899 1511 1945 336 4019

3704 11918

36 273

157 1903 467 2193

369 896 1265

1024 1543 160 2727

17 1012 1384 2418

Total deferred credits and other liabilities
17 3162 5126 302 8603

Preferred Stock of Subsidiaries
34 59 93

Equity

Common shareholders equity
10021 4728 5646 10374 10021

Noncontrolling
interests

Total equity
10021 4732 5646 10374 10025

Total Liabilities and Equity
$14480 $14419 $17080 $11048 $34931
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Condensed Consolidating Statement of Cash Flows

Year Ended December 31 2012

in millions

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures

Purchases of available-for-sale securities

Proceeds from sales and maturities of available-for-sale securities

Notes receivable from affiliated compan es

Other

___________________

Net cash used by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the

Issuance of long-term debt

Issuance of common stock

Payments for the
redemption of long-term debt

Notes payable and commercial
paper

Distributions to noncontrolling interests

Dividends paid

Distributions to parent

Notes payable to affiliated companies

Other
_____________________

Net cash provided by financing activities

Net decrease increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Progress

Other Energy Inc

$321 853 $1143 5483 $1840

809 1551 2366

192 582 1314
192 532 1325

223 56 111

18 92 133

2014

962

611

445

483

116 455

233 443

444 642 988

450 10 502

250 233 188

445

113 310

840 334

144 218 314

54 51

111 92 21 230

Progress

Energy

Parent

Non

Subsidiary Guarantor

Guarantor Subsidiaries

550

25

525 1014 1459 116 2282

63 149 19 231
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Condensed Consolidating Statement of Cash Flows

Year Ended December31 2011

in millions

Net cash provided by operating
activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures

Purchases of available-for-sale securities

Proceeds from sales and maturities of available-for-sale securities

Notes receivable from affiliated companies

Contributions to consolidated subsidiaries

Progress
Non-

Energy Subsidiary Guarantor Progress

Parent Guarantor Subsidiaries Other Energy Inc

$756 706 $1251 $1098 $1615

815

4438

4441

38 48

11

24 103

1441

579

529

104

11

2256

5017

4970

94

11

91

2212

Other

Net cash used by investing activities
73 661 1584 106

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the

Issuance of long-term debt
495 296 495 1286

Issuance of common stock
53

53

Payments for the redemption of long-term debt
700 309 1010

Notes payable and commercial
paper

250 233 185 667

Distributions to noocontrolling interests

Dividends paid
734

734

Distributions to parent

513 585 1098

Notes payable to affiliated companies
63 31 94

Contributions from parent

10 11

Other
40 39

Net cash used provided by financing activities
676 223 123 992 216

Net increase decrease in cash and cash equivalents
178 210 381

Cash and cash equivalents at beginning of period
110 210 231 611

Cash and cash equivalents at end of period
111 92 21 230
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Condensed Consolidating Statement of Cash Flows

Year Ended December 31 2010

Proceeds from the

Issuance of long-term debt

Issuance of common stock

Payments for the redemption of long-terni debt

Notes payable and commercial paper

Distributions to noncontrolling interests

Dividends paid

Distributions to
parent

Notes payable to affiliated companies

Contributions from
parent

16 $1181

1055

6391

6395

15

54

171

113 63

990

591

434

100

140

717

For information on subsequent events related to
regulatory matters commitments and contingencies debt preferred stock of subsidiaries severance and

condensed consolidating statements see Notes 20 21 and 25 respectively

in millions

Net cash provided by operating activi0es

Progress

Energy

Parent

Non-

Subsidiary Guarantor

Guarantor Subsidiaries

CASH FLOWS FROM INVESTING ACTIVITIES

Capital eopenditures

Purchases of available-for sale securities

Proceeds from sales and maturities of available-for-sale securities

Notes receivable from affiliated companies

Return of investment in consolidated sutsidiaries

Contributions to consolidated subsidiaries

Other

Net cash provided used by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Progress

Other Energy Inc

$1556 $222 $2531

1415 25 2445

618 7009

595 6990

188 201

54

171

116

1246 175 2400

Other

Net cash used provided by financing activities

591

434

308 410

140

717

102 1541 256

201 201

33 152 185

123 129

26 SUBSEQUENT EVENTS

______________________________
52.3 126 397 245

Net decrease increase in cash and cash equivalents 496 198 184 114
Cash and cash equivalents at beginning of period 606 72 47 725

Cash and cash equivalents at end of poriod ill 270 231 611
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27 QUARTERLY FINANCIAL DATA UNALJDITED

Duke Energy

The following table includes the results of Progress Energy beginning

July 2012 Quarteriy EPS amounts are meant to be stand-alone calculations

and are not always additive to the full-year amount due to rounding and the

weighting of share issuances

Operating revenues

Operating income

Income from continuing operations

Net income

Net income attributable to Duke

First Second Third Fourth

Quarter Quarter Quarter Quarter

$3630 $3577 $6722 $5895 $19624

495 186 1018 161 3126

297 449 594 406 1148

299 448 598 431 1182

Energy Corporation 295 444 594 435 1168

Earnings per
share

Income from continuing operations

attributable to Duke Eoergy

Corporation common shareholders

Basic 0.66 0.99 0.84 0.57 3.01

Diluted 0.66 0.99 0.84 0.51 3.01

Net income attributable to Duke

Energy Corporation common

shareholders

Basic 0.66 0.99 0.85 $0.62 3.01

$0.66 $0.99 $0.85 $0.62 3.07Diluted

$3663 $3534 $3964 $3368 $14529

814 619 161 511 2177

513 441 469 290 1713

513 441 410 290 1714

511 435 412 288 1106

1.15 0.98 1.06 0.65 3.83

1.15 0.98 1.06 0.65 3.83

2011

Operating revenues

Operating income

Income from continuing operations

Net income

Net income attributeble to Duke

Energy Corporation

Earnings per share

Income from continuing operations

attributable to Duke Energy

Corporation common shareholders

Basic

Diluted

Net income attributable to Duke

Energy Corporation common

shareholders

Basic $1.15 $0.98 $1.06 0.65 383

$1.15 0.98 $1.06 $0.65 3.83Diluted

First Second Third Fourth

in millions Quarter Quarter Quarter Quarter

2012

Costs to achieve the merger see Note $451 $164

Edwardsport 10CC charges see Note 420 180 28
Voluntary Opportunity Plan deferral

see Note 21 101

Total $321 $637 $192

2011

Edwardsport
10CC impairment see Note $222

Emission allowance charges see Note 12 79

Energy efficiency revenue adlustnienP ._._

Total $301 59

in millions

First Second Third Fourth

Quarter Quarter Quarter Quarter Total

2012

Operating revenues $1501 $1616 $1939 $1609 $6665

Operating income 475 386 440 216 1511

Net income 266 211 258 130 865

2011

Operating revenues $1552 $1607 $1868 $1466 $6493

Operating income 363 331 541 245 1480

Net income 205 193 311 125 834

The following table includes unusual or infrequently occurring items

recorded by Duke Energy Carolinas in each quarter during the two most recently

completed fiscal years All amounts discussed below are pre-tax unless

otherwise noted

First Second Thrd Fourth

in millions Quarter Quarter Quarter Quarter

2012

Costs to achieve the merger see Note $184 $46

Voluntary Opportunity Plan deferral

see Note 21 101

Total 97 $t184 $46

2011

Energy efficiency revenue adjustment $. 59

In the fourth quarter of 2011 Duke Enemy Carolinas recorded $59 mtlinn of previuvsly deterred revenue

resulting trem the receipt of an order from the NCiiC which allowed the recognition of revenue in eecens

of amounts billed In customers

in millions except per share data

2032

Total

the tuurth quarter of 2011 Duke Energy recorded $59 million of previously deterred reoeoue resulting

from the receipt uf an order from the NCUC which allowed the recognition of revenue eecess of

amounts billed tu customers

Duke Energy Carolinas

The following table includes unusual or infrequently occurring items

recorded by Duke Energy in each quarter during the two most recently completed

fiscal years All amounts discussed below are pre-tax unless otherwise noted
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in millions

2012

Operating revenues

Operating income

Income loss from
continuing

operations

Net income

Net income attributable to Parent

Earnings per share

Income from
continuing operations

attributable to Progress Energy

common shareholders

Basic

Diluted

Net income attributable to Progress

Energy common shareholders

Basic

Diluted

2011

Operating revenues

Operating income

Income loss from
continuing

operations

Net income loss

Net income loss attributable to

controlling interests

Earnings per share

Income loss from
continuing opera

tions attributable to
controlling

interests

Basic

Diluted

Net income loss attributable to

controlling interests

First Second Third Fourth

Quarter Quarter Quarter Quarter Total

$2102 $2288 $2788

363 277 379

141 68 154 355

152 64 157 34 407

150 63 155 32 400

$0.47 0.23 N/A

$0.41 $0.23 N/A Operating revenues

Operating income

Net income

2011

PARTII

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGYCAROLINAS INC FLORIDA POWER CORPORATION
d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Progress Energy

Amounts shown as N/A in the
following table are due to the

July 2012

merger between
Progress Energy and Duke Energy Under the terms of the

merger agreement each share of Progress Energy common stock was converted
into 0.87083 shares of Duke Energy common stock as adjusted for the one-
for-three

reverse stock split of DUke Energy stock effected in
conjunction with

and immediately prior to the merger Quarterly EPS amounts are meant to be
stand-alone calculations and are not always additive to

full-year amount due
to rounding

$2227 $9405

118 1137

The
following table includes unusual or

infrequently ocOurring items

recorded by Progress Energy in each
quarter during the two most

recently
completed fiscal years All amounts discussed below are pro-tax unless

otherwise noted

First Second Third Fourth
in millions

Quarter Quarter Quarter Quarter

2012

Costs to achieve the
merger see Note

$120 217 82
Florida replacement power refund see Note

100
Charges related to decision to retire

Crystal

River Unit see Note

192Total$2O$-
Florida customer refund see Note

288
CVO tender offer see Note 15

59
Total

59 $288

Progress Energy Carolinas

First Second Third Fourth
in millions

Quarter Quarter Quarter Quarter Total

2012
N/A N/A

N/A N/A

N/A N/A

N/A N/A

$1752 $8948

16 1583

$0.51 $0.21 N/A

$0.51 0.21
N/A

$2174 $2269 $2753

447 433 687

$1090 $1090

107 83

52 31

$1398

172

96

$1128

148

93

$4706

510

212

Operatingrevenues
$1134 $1069 $1331 $1013 $4547

Operating income 223 196 324 133 876
Net income

131 107 199 79 516

The following table includes unusual or
infrequently occurring items187 180 293 73 58/ recorded by Progress Energy Carolinas in each quarter during the two

185 178 293 74 582 most recently completed fiscal years There are no unusual or infrequent
items to

report for 2011 All amounts discussed below are pro-tax unless184 176 291 76 575 otherwise noted

.10.63 $0.60 $0.98

10.63 $0.60 $0.98

0.25 1.96

0.25 1.96

Basic
0.62 $0.60 $0.98 0.25 1.94

Diluted
0.62 $0.60 $0.98 0.25 1.94

First Second Third Fourth
iii millions

Quarter Quarter Quarter Quarter

2012

Costs to achieve the
merger see Note $14 $112 $1180 $136
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PART II

DUKE ENERGY CORPORATION DUKE ENERGY CAROLINAS LLC PROGRESS ENERGY INC CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS ENERGY

CAROLINAS INC FLORIDA POWER CORPORATION d/b/a PROGRESS ENERY FLORIDA INC DUKE ENERGY OHIO INC DUKE ENERGY INDIANA INC

Combined Notes to Consolidated Financial Statements Continued

Progress Energy Florida

First Second Third Fourth

in millions Quarter Quarter Quarter Quarter Total

2012

Operating revenues $1010 $1196 $1388 $1095 $4689

Operating income loss 255 196 201 29 629

Net income loss 128 83 100 45 266

2011

Operating revenues $1037 $1199 $1419 737 $4392

Operating income loss 216 236 363 112 703

Net income loss 102 113 203 104 314

The following table includes unusual or infrequently occurring items

recorded by Progress Energy Florida in each quarter during the two most

recently completed fiscal years All amounts discussed below are pre-tax unless

otherwise noted

First Second Third Fourth

in millions Quarter Quarter Quarter Quarter

2012

Costs to achieve the
merger

see Note 31 46

Florida replacement power refund see Note 100

Charges related to decision to retire Crystal

River Unit see Note
192

Total $131 $238

2011

Florida customer refund see Note $288

Duke Energy Ohio

First Second Third Fourth

in millions Quarter Quarter Quarter Quarter Total

2012

Operating revenues $912 $111 $751 $766 $3152

Operating income 138 95 42 14 349

Net income 14 45 14 42 115

2011

Operating revenues $879 $694 $838 $770 $3181

Operating income 135 59 116 65 375

Net income 73 33 51 37 194

The following table includes unusual or infrequently occurring items

recorded by Duke Energy Ohio in each quarter during the two most recently

completed fiscal years All amounts discussed below are pre-tax unless

otherwise noted

First Second Third Fourth

Quarter Quarter Quarter Quarter
in millions

2012

Costs to achieve the merger see Note $22 $12

2011

Emission allowance charges see Note 12 79

Duke Energy Indiana

First Second Third Fourth

in millions Quarter Quarter Quarter Quarter Total

2012

Operating revenues 688 $685 $118 $626 $2111

Operating loss income 212 134 30 93 75

Net loss income 161 11 19 59 50

2011

Operating revenues 659 $620 $718 $625 $2622

Operating income loss 130 109 42 85 282

Net income loss 76 68 31 55 168

The following table includes unusual or infrequently occurring items

recorded by Duke Energy Indiana in each
quarter during the two most recently

completed fiscal years All amounts discussed below are pre-tax unless

otherwise noted

First Second Third Fourth

in millions Quarter Quarter Quarter Quarter

2012

Costs to achieve the merger see Note 21 $11

Edwardsport
10CC charges see Note 420 180 28

Total $421 $201 $39

2011

Edwardsport 10CC impairment see Note $222
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PARTII

DUKE ENERGY CORPORATION

Schedule Condensed Parent Company Financial Statements

Years Ended December 31

in millions except per-share amounts 2012 2011 2010

Operating Revenues

Operating Expenses 23 52

Operating Loss 23 52
Equity in Earnings of Subsidiaries 1831 1182 1384

Other Income and Expenses net
19

Interest Expense 191 156 139

Income Before Income Taxes
1636 1641 1199

Income Tax Benefit 96 64 118

Income From Continuing Operations 1732 1705 1317

Income From Discontinued Operations net of tax 36

Net Income $1168 $1706 $1320

Comprehensive Income
$1696 $1410 $1694

Common Stock Data

-- -________

Earnings per
share from continuing operations

Basic
3.01 3.83 2.99

Diluted
3.01 3.83 2.99

Earnings loss per share from discontinued operations

Basic
0.06 0.01

Diluted
0.06 0.01

Earnings per
share

Basic
3.01 3.83 3.00

Diluted 3.01 3.83 3.00

Dividends declared
per

share
3.03 2.91 2.91

Weighted-average shares outstanding

Basic 514 444 439

Diluted 515 444 440
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PART II

DUKE ENERGY CORPORATION

Schedule Condensed Parent Company Financial Statements Continued

December 31

in millions except per-share amounts
2012 2011

ASSETS

Current Assets

Cash and cash equivalents
261 845

Receivables
11

Receivables from affiliated companies
128 39

Notes receivable from affiliated companies 1590 608

Other
191 100

Total current assets
2193 1598

Investments and Other Assets

Notes receivable from affiliated companies
450 450

Investment in consolidated subsidiaries
45048 25670

Other
612 571

Total investments and other assets
46110 26691

Total Assets
$48303 $28289

LIABILITIES AND EQUITY

Current Liabilities

Accounts payable

Accounts payable to affiliated companies
12

Notes payable and commercial paper
145 154

Taxes accrued
12 35

Current maturities of long-term debt
256

Other
111 65

Total current liabilities
1199 254

Long-term Debt 5250 4223

Long-term Debt Payable to Affiliated Companies
105 105

Deferred Credits and Other Liabilities

Deferred income taxes
16

Other
886 919

Total other long-term liabilities
886 935

Commitments and Contingencies

Common Stockholders Equity

Common Stock $0001 par value billion shares authorized 104 million and 445 million

shares outstanding at December 31 2012 and 2011 respectively

Additional paid-in capital
39219 21132

Retained earnings
1889 1873

Accumulated other comprehensive loss
306 234

Total common stockholders equity
40863 22772

Total Liabilities and Common Stockholders Equity
$48303 $28289
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PARTII

DUKE ENERGY CORPORATION

Schedule Condensed Parent Company Financial Statements Continued

Years Ended December 31

in millions 2012 2011 2010

Net cash used in provided
by_operating

activities 136 287 178

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of available-for-sale securities 40 45

Proceeds from sales and maturities of available-for-sale securities 82 105 36

Distributions from wholly owned subsidiuries 450 299 350

Notes receivable from affiliated companies 982 264 263

Other 14

Net cash used in provided by investing activities 482 637 655

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from the

Issuance of long-term debt 1226 996 522

Issuance of common stock related to employee benefit
plans 23 61 302

Payments for the redemption of long-tern debt 15 274
Notes payable and commercial paper 584 151

Notes payable to affiliated companies 105

Dividends paid 1152 1329 1284

Other 34 17 26

Net cash provided by used
in_financing

activities 40 710

Net decrease increase in cash and cash equivalents 518 351 123

Cash and cash equivalents at beginning of period 845 488 365

Cash and cash equivalents at end of period 267 845 488
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PARTII

DUKE ENERGY CORPORATION

Schedule Condensed Parent Company Notes to Financial Statements

BASIS OF PRESENTATION DEBT

Duke Energy Corporation Duke Energy is holding company that

conducts substantially all of its business operations through its subsidiaries

As
specified in the merger conditionsssued by various state commissions

in connection with Duke Energys merger with Cinergy Corp Cinergy in April

2006 there are restrictions on Duke Energys ability to obtain funds from

certain of its subsidiaries through dividends loans or advances As condition

to the Duke Energy and Progress Energy merger approval the NCUC and the

PSCSC imposed conditions the Progress Merger Conditions on the ability

of Duke Energy Carolinas and Progress Energy Carolinas to transfer funds

to Duke Energy through loans or advances as well as restricted amounts

available to pay dividends to Duke Energy For further information see Note

to the Consolidated Financial Statements Regulatory Matters Accordingly

these condensed financial statements have been prepared on parent-only

basis Under this parent-only presentation Duke Energys 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-onlyfinancial 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 Energys audited Consotidated Financial Statements contained within Part

II Item of this Form 10-K for the year ended December 31 2012

Duke Energy and its subsidiaries file consolidated federal income tax

return and other state and foreign jurisdictional returns as required The taxable

income of Duke Energys wholly owned operating subsidiaries is reflected in Duke

Energys U.S federal and state income tax returns Duke
Energy has 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 benefit The accounting for income taxes
essentially represents

the income taxes that Duke Energys wholly owned operating subsidiaries would

incur If each were separate company filing its own tax return as C-Corporation

The following table summarizes Duke Energys outstanding debt

Summary of Debt and Related Terms

Weighted- December 31

Average

in millions
Rate Year Due 2012 2011

Unsecureddebt 4.1% 20132026 $4929 $3773

Capital leases 7.8% 2046 121

Intercompany borrowi1igsi 0.5% 2021 105 105

Notes payable and commercial paper 0.5% 1195 604

Total debt
6356 4482

Short-term notes payable and commercial

paper 145 154
Current maturities of long-term debt 256

Total long-term debt
$5355 $4328

This amount represents an intercompany loan with Duke Energys affiliate Bison insurance Company

Limited

fbi includes $450 million at December31 2012 and 2011 that was classified as Long-term Debt on the

Condensed Balance Sheets due to the existence of long-term credit facilities which back-stop these

commercial paper balances along with Duke Energys ability and intent to refinance these balances an

long-term basis The weighted-average days to maturity was tOdays and 17 days as of December 31

2012 and 2011 respectively

At December 31 2012 Duke Energy has guaranteed $734 million of

debt issued by Duke Energy Carolinas LLC one of Duke Energys wholly owned

operating subsidiaries

On November 13 2012 Duke Energy filed prospectus supplement to

the September 2010 Form S-3 with the SEC to sell up to $1 billion of fixed or

variable rate unsecured senior notes called InterNotes due year to 30
years

from the date of issuance The InterNotes will be issued as direct unsecured

and unsubordinated
obligations of Duke Energy Corporation The net proceeds

from the sale of InterNotes will be used to fund capital expenditures in our

unregulated businesses and for general corporate purlloses
The balance as of

December 31 2012 is $36 million with maturities
ranging from iOta 14 years

The notes are long-term debt
obligations of Duke Energyand are reflected as

Long-term debt on Duke Energys Consolidated Balance Sheets

On April 2011 Duke Energy filed Form S-3 with the SEC to sell

up to $1 billion of variable denomination
floating rate demand notes called

PremierNotes The Form S-3 states that no more than $500 million of the notes

will be outstanding at any particular time The notes are offered on continuous

basis andbear interest at floating rate per annum determined by the Duke

Energy PremierNotes Committee or its designee on weekly basis The interest

rate payable on notes held by an investor may vary based on the
principal

amount of the investment The notes have no stated
maturity date but may be

redeemed in Whole or in
part by Duke Energy at any time The notes are non-

transferable and may be redeemed in whole or in part at the investors option

Proceeds from the sale of the notes will be used for
general corporate purposes

The balance as of December 31 2012 and December31 2011 was $395 million

and $79 million respectively The notes are short-term debt obligation of

Duke Energy and are reflected as Notes payable and commercial paper on Duke

Energys Consolidated Balance Sheets
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DUKE ENERGY CORPORATION

Schedule Condensed Parent Company Notes to Financial Statements Continued

In November 2011 Duke Energy entered into $6 billion five-year

master credit facility expiring in November 2016 with $4 billion available at

closing
and the remaining $2 billion became available July 2012 following

the closing of the merger with Progress Energy In October 2012 the Duke

Energy Registrants
reached an agreement with banks representing $5.63 billion

of commitments under the master credit facility to extend the expiration date

by one year
to November 2017 Through November 2016 the available credit

under this facility remains at $6 billion The Duke Energy Registrants
each have

borrowing capacity under the master credit facility up to specified sublimits

for each borrower However Duke Energy has the unilateral ability at any time

to increase or decrease the borrowing sublimits of each borrower subject

to maximum sublimit for each borrower The amount available under the

master credit facility has been reduced by the use of the master credit facility

to backstop the issuances of commercial paper certain letters of credit and

variable rate demand tax-exempt bonds that may be put to the Company at the

option
of the holder Borrowing sublimits are also reduced for certain amounts

outstanding under the money pool arrangement

Annual Maturities as of December 31_2012

2013

2014

2015

2016

2017

Thereafter

Total long-term debt including current maturities

in millions

COMMITMENTS AND CONTINGENCIES
_____

Duke Energy and its subsidiaries are party to litigation
environmental

and other matters For further information see Note 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 leceniber 31 2012 was approximately $6.1

billion Of this amount substantially all relates to guarantees of wholly
owned

consolidated entities including debt issued by
Duke Energy Carolinas discussed

above and less than wholly owned consolidated entities The majority of these

guarantees expire at various times between 2013 and 2039 with the remaining

performance guarantees having no contractual expiration See Note to the

Consolidated Financial Statements Guarantees and Indemnifications for

further discussion of guarantees issued on behalf of unconsolidated affiliates

and third parties

RELATED PARTY TRANSACTIONS
____

Duke Energy provides support to certain subsidiaries for their short-term

borrowing needs through participation in money pool arrangement Under

this arrangement certain subsidiaries with short-term funds may provide

short-term loans to affiliates participating under this arrangement Additionafly

Duke Energy provides loans to subsidiaries through the money pool but is

not permitted to borrow funds through the money pool arrangement Duke

Energy had money pool-related
receivables of $450 million classified as Notes

receivable from affiliated companies on the Condensed Balance Sheets as of

both December 31 2012 and 2011

As of December 31 2012 and 2011 Duke Energy had an intercompany

loan outstanding with Cinergy of $1590 million and $608 million respectively

which is classified within Notes receivable from affiliated companies on the

Condensed Balance Sheets The $982 million increase in the intercompany loan

706
during

2012 and the $264 million decrease during 2011 are reflected as Notes

1249
receivable from affiliated companies within Net Cash Provided by Used in

Investing
Activities on the Condensed Statements of Cash Flows

In conjunction with the money pool arrangement and the intercompany

699
loan noted above Duke Energy recorded interest income of approximately

2009
$11 million $4 million and $7 million in 2012 2011 and 2010 respectively

which is included in Other Income and Expenses net on the Condensed

$5611 Statements of Operations and Comprehensive Income

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 Investment in consolidated subsidiaries or as Other deferred credits

and other 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

Dunng the years
ended December 31 2012 2011 and 2010 Duke Energy

received equity distributions of $450 million $299 million and $350 million

respectively
from Duke Energy Carolinas These amounts are reflected

within Net Cash Used in Provided by Investing Activities on the Condensed

Statements of Cash Flows

During the
years

ended December 31 2012 and 2011 Duke Energy

paid advances of $16 million and $15 million respectively to Cinergy Corp for

Green Frontier Windpower LLC PlC funding contributions During the
year

ended

December 31 2010 Duke Energy forgave $29 million advance to Cinergy Corp
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PART II

ITEM CHANGES IN AND DISAGREEMENTS WITH ACCOUtITANTSONACCOUNTItIG AND FINANCIAL DISCLOSURE

Noe

ITEM 9A CONTROLS AND PROCEDURES DUKE ENERGY DUKE ENERGY CAROLINAS PROGRESS ENERG PROGRESS

ENERGY CAROLINAS PROGRESS ENERGY FLORIDA DUKE ENERGY OHIO AND DUKE ENERGY INDIANA

Disclosure Controls and Procedures

DisClosure controls and procedures are controls and other procedures

that are designed to ensure that information required
to be disclosed by the

Duke Energy Registrants in the reports they file or submit under the Securities

Exchange Act of 1934 Exchange Act isrecorded processed summarized

and reported within the time periods specified by the Securities and Exchange

Commissions SEC rules and forms

Disclosure controls and procedures include without limitation controls

and procedures designed to provide
reasonable assurance that information

required to be disclosed by the Duke Energy Registrants in the reports they

file or submit under the Exchange Act is accumulated and communicated to

management including the Chief Executive Officer and Chief Financial Officer

as appropriate to allow timely
decisions regarding required disclosure

Under the supervision and with the participation
of management

including the Chief Executive Officer and Chief Financial Officer the Duke Energy

Registrants
have evaluated the effectiveness of their disclosure controls and

procedures as such term is defined in Rule 13a 15e and 15d 15e under

the Exchange Act as of December 31 2012 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 Reporting

Under the supervision and with the participation
of management

including the Chief Executive Officer and Chief Financial Off ice the Duke Energy

Registrants have evaluated changes in internal control over financial reporting

as such term is defined in Rules 13a-15f and 15d-15f under the Exchange

Act that occurred during the fiscal quarter ended December 31 2012 and

have concluded no change has materially affected or is reasonably likely to

materially affect internal control over financial reporting

Managements Annual Report On Internal Control Over Financial Reporting

The Duke Energy Registrants 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 15f and 15d 15f

The Duke Energy Registrants internal control system was degigned to provide

reasonable assurance regarding the reliability of financial reporting
and the

preparation of financial statements for external purposes in accordance

with U.S generally accepted accounting principles Because of inherent

limitations 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

The Duke Energy Registrants maæagemefltlncluding their Chief

Executive Officer and Chief Financial Officer has conducted an evaluation of the

effectiveness of their internal control over financial reporting as of December

31 2012 based on the framework in Internal Control Integrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway

Commission Based on that evaluation management concluded that its internal

controls over financial reporting were effective as of December 31 2012

Deloitte Touche LLF Duke Energys independent registered public

accounting firm has issued separate attestation reports on the effectiveness of

Duke Energy and Progress Energys internal control over financial reporting
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PARTIII

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Duke Energy will
provide information that is responsive to this Item lOin its definitive

proxy statement or in an amendment to this Annual
Report not later than

120 days after the end of the fiscal year covered by this Annual Report in either case under the caption Directors and Executive Officers and possibly elsewhere

therein That information is incorpoiated in this Item 10 by reference

ITEM 11 EXECUTIVE COMPENSATION

Duke Energy will provide information that is responsive to this Item 11 in its definitive
proxy

statement or in an amendment to this Annual Report not later than

120 days after the end of the fiscal
jear covered by this Annual Report in either case under the caption Executive Compensation and possibly elsewhere therein

That information is incorporated in this Item 11
by reference

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT ANDRELATED

STOCKHOLDER MATTERS

Duke Energy will provide information that is responsive to this Item 12 in its definitive
proxy statement or in an amendment to this Annual Report not later

than 120 days after the end of the fiscal
year covered by this Annual Report in either case under the caption Security Ownership of Certain 8eileficial Owners and

Management and Related Stockholder Matters and possibly elsewhere therein That information is
incorporated in this Item 12 by reference

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

Duke Energy will provide information that is responsive to this Item 13 in its definitive proxy statement or in an amendmet to this Annual Report not later

than 120 days after the end of the fiscal year covered by this Annual Report in either case under the
caption Certain Relationships and Related Transactions and

possibly elsewhere therein That infcrmation is incorporated in this Item 13 by reference
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PART Ill

ITEM 14 PRINCIPAL ACCOUNTING FEES AND SERVICES

Deloitte Touche LL 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 2012 and 2011 portion of these costs have been allocated to Duke Energy Carolinas

LLC Duke Energy Carolinas Progress Energy Inc Progress Energy Carolina Power Light d/b/a Progress Energy Carolinas Inc Progress Energy Carolinas

Florida Power Corporation d/b/a Progress Energy Florida Inc Progress Energy Florida Duke Energy Ohio Inc Duke Energy Ohio and Duke Energy Indiana Inc

Duke Energy Indiana collectively referred to as the Subsidiary Registrants The following tables present the Deloitte fees for services rendered to Duke Energy and

the Subsidiary Registrants during 2012 and 2011

Year Ended December 31 2012

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energy1 Carolinas Energylbl Carolinasib Florida Ohio Indiana

Types of Fees

Audit Fees $12.2 $4.2 $3.2 $1.1 $1.5 $2.8 $1.3

Audit-Related Fees 2.5 0.9 0.4 0.2 0.2 0.5 0.3

Tax Fees 0.9 0.3 0.2 0.1 0.1 0.2 0.1

Total Fees $15.6 $5.4 $3.8 $2.0 $1.8 $3.5 $1.1

Year Ended December 31 2011

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

in millions Energyi Carolinas Energyrv Carulinasrv Flnridai Ohio Indiana

Types of Fees

AuditFees 8.5 $3.9 $3.8 $1.9 $1.9 $2.1 $1.1

Audit-Related Feesrv
2.8 1.2 0.1 0.4

Tao Fees 0.2 0.1

Total Fees
11.5 $5.2 $3.8 $1.9 $1.9 $2.8 $1.5

lal Eacludes accounting fees and services for Progress Energy registrants paid prior to the merger on July 2012

hi Includes all acceunting fees and services paid prier to and subsequent to the merger

ci Aedit Fees are tees billed or eepected ts be billed fsr prsfensionol services for fhe aedif st Oeke Energy and the 5ubnidiary Rugintranto tinancial statements included in the annual repsrt en Farm 10-K and the review of

financial statements included in quarterly reports on Form 10-0 tsr services that are normally provided by Deleitte in connection with statutory regulatory or other tiliogn or engagements or ton any other service pertormed by

Deloitte to comply with generally accepted auditing standards

ldl Audit-Related Fees are teen for assurance and related services that ore reasonably related to the pertormance of an audit or review of financial statements including anniotance with acqurnitinno and dieenhtereo and internal

control reuiewo

lel Tan Feen are tees for toe return assistance and preparation tan eeomieotion assistance and professional nervices related tn tas planning and tao otrateny

To safeguard the continued independence of the independent auditor the Duke Energy Audit Committee adopted policy that provides that the independent

public accountants are only permitted to provide services to Duke Energy and its consolidated subsidiaries including the Subsidiary Registrants that have been

pre-approved by the Duke Energy Audit Committee 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 In the event that the cost of any of these services may exceed the pre-approved limits the Duke Energy

Audit Committee must pre-approve the service All other services that are not prohibited pursuant to the Securities and Exchange Commissions or other applicable

regulatory
bodies rules of regulations must be specifically pre-approved by the Duke Energy Audit Committee All services performed in 2012 and 2011 by the

independent public accountant were approved by the Duke Energy Audit Committee and Legacy Progress Energy Audit Committee pursuant to their pre-approval

policies
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ITEM 15 EXHIBITS FINANCIAL STATEMENT SCHEDULES

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 December31 2012 2011 and 2010

Consolidated Comprehensive Income for the Years ended December 31 2012 2011 and 2010

Consolidated Balance Steets as of December 31 2012 and 2011

Consolidated Statement of Cash Flows for the Years Ended December 31 2012 2011 and 2010

Consolidated Statements of Equity for the Years ended December 31 2012 2011 and 2010 Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Consolidated Financial Statement Schedule Condensed Parent Company Financial Information for the Years Ended December 31 2012 2011 and 2010

Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are not required or because the required information is included in the Consolidated Financial Statements or Notes

Duke Energy Carolinas LLC

Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31 2012 2011 and 2010

Consolidated Balance Sheets as of December 31 2012 and 2011

Consolidated Statements of Cash Flows for the Years Ended December 31 2012 2011 and 2010

Consolidated Statements of Members
Equity for the Years ended December 31 2012 2011 and 2010

Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

Al other schedules are omitted because they are not required or because the required information is included in the Consolidated Financial Statements or Notes

Progress Energy Inc

Consolidated Financial Satements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31 2012 2011 and 2010

Consolidated Balance Sheets as of December 31 2012 and 2011

Consolidated Statements of Cash Flows for the Years Ended December 31 2012 2011 and 2010

Consolidated Statements of Members Equity for the Years ended December31 2012 201 and 2010

Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

All other schedules are onitted because they are not required or because the required information is included in the Consolidated Financial Statements or Notes

Carolina Power Light Company d/b/a Progress Energy Carolinas Inc

Consolidated Financial Satements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31 2012 2011 and 2010

Consolidated Balance Sheets as of December 31 2012 and 2011

Consolidated Statements of Cash Flows for the Years Ended December 31 2012 2011 and 2010

Consolidated Statements of Members Equity for the Years ended December 31 2012 2011 and 2010

Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are not required or because the required information is included in the Consolidated Financial Statements or Notes

Florida Power Corporation d/b/a Progress Energy Florida Inc

Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31 2012 2011 and 2010

Consolidated Balance Sheets as of December 31 2012 and 2011

Consolidated Statements of Cash Flows for the Years Ended December31 2012 2011 and 2010

Consolidated Statements of Members Equity for the Years ended December 31 2012 2011 and 2010

Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

All other schedules are omitted because they are not required or because the required information is included in the Consolidated Financial Statements or Notes
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Duke Energy Ohio Inc

Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31 2012 2011 and 2010

Consolidated Balance Sheets as of December 31 2012 and 2011

Consolidated Statements of Cash Flows for the Years Ended December 31 2012 2011 and 2010

Consolidated Statements of Members Equity for the Years ended December 31 2012 2011 and 2010

Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Report of Independent Registered
Public Accounting Firm

All other schedules are omitted because they are not required or because the required information is included in the Consolidated Financial Statements or Notes

Duke Energy Indiana Inc

Consolidated Financial Statements

Consolidated Statements of Operations and Comprehensive Income for the Years Ended December 31 2012 2011 and 2010

Consolidated Balance Sheets as of December 31 2012 and 2011

Consolidated Statements of Cash Flows for the Years Ended December 31 2012 2011 and 2010

Consolidated Statements of Members Equity
for the Years ended December 31 2012 2011 and 2010

Notes to the Consolidated Financial Statements

Quarterly Financial Data unaudited included in Note 27 to the Consolidated Financial Statements

Report of Independent Registered
Public Accounting Firm

All other schedules are omitted because they are not required or because the required
information is included in the Consolidated Financial Statements or Notes
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PART IV

SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the
registrants have duly caused this report to be signed

on their behalf by the undersigned thereunto duly authorized

Date February 28 2013

DUKE ENERGY CORPORATION

Registrants

By
Is JAMES ROGERS

James Rogers

Chairman President and

Chief Executive Officer

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

registrant and in the capacities arid on the date indicated

Is/JAMES ROGERS

James Rogers

Chairman President and Chief Executive Officer Principal Executive Officer and Director

ii Is LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal Financial Officer

iii Is STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

William Barnet 111 James Hance Jr

Alex Bernhardt Sr James
Hyler Jr

Michael Browning Marie McKee

Harris DeLoach Jr James Reinsch

Daniel DiMicco James Rhodes

John Forsgren Carlos Saladrigas

Ann Gray Philip Sharp

Lynn 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 power of attorney duly executed by the registrant and such persons filed with the Securities and Exchange Commission

as an exhibit hereto

By
Is LYNN GOOD

Attorney-In-Fact

Date February 28 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant
has duly caused this report to be signed on

its behalf by the undersigned thereunto duly authorized

Date February 28 2013

DUKE ENERGY CAROLINAS LLC

Registrant

By
Is JAMES ROGERS

James Rogers

Chief Executive Officer

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

registrant
and in the capacities and on the date indicated

/5/ JAMES ROGERS

James Rogers

Chief Executive Officer Principal Executive Officer

ii Is LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal Financial Officer

iii Is STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

Is LYNN GOOD

Lynn Good

is/B KEITH TRENT

Keith

Is LLOYD YATES

Lloyd
Yates

Date February 28 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized

Date February 28 2013

PROGRESS ENERGY NC

Registrant

By
Is JAMES ROGERS

James Rogers

Chief Executive Officer

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

/s/JAMES ROGERS

James Rogers

Chief Executive Officer Principal Executive Officer

ii /5/ LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal Financial Officer

iii /s/ STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

/5/ LYNN GOOD

Lynn Good

/s/ MARC MANLY

Marc Manly

Date February 28 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this report to be signed on

its behalf by the undersigned thereunto duly authorized

Date February 28 2013

CAROLINA POWER LIGHT COMPANY d/b/a PROGRESS

ENERGY CAROLINAS INC

Registrant

By
Is/JAMES ROGERS

James Rogers

Chief Executive Officer

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

registrant and in the capacities and on the date indicated

/5/ JAMES ROGERS

James Rogers

Chief Executive Officer Principal Executive Officer

ii /s LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal Financial Officer

iii /5/ STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

/5/ JEFFREY CORBEIT

Jeff
rey

Corbett

Is LYNN GOOD

Lynn Good

/s DHIAA JAMIL

Dhiaa Jarnil

/s/JULIA JANSON

Julia Janson

Is JAMES ROGERS

James Rogers

/s JAMES SCAROLA

James Scarola

/s KEITH TRENT

Keith Trent

/s LLOYD YATES

Lloyd Yates

Date February 28 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly cauSed this report to be signed on

its behalf by the undersigned thereunto duly authorized

Date February 28 2013

FLORIDA POWER CORPORATION d/b/a PROGRESS

ENERGY FLORIDA INC

Registrant

By
Is JAMES ROGERS

James Rogers

Chief Executive Officer

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

registrant and in the capacities and on the date indicated

/S JAMES ROGERS

James Rogers

Chief Executive Oflicer Principal Executive Officer

ii /5/ LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal Financial Officer

iii /5/ STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

Is LYNN GOOD

Lynn Good

/5/ KEITH TRENT

Keith Trent

Is DHIAA JAMIL

Dhiaa Jamil

Is JULIA JANSON

Julia Janson

/5/ LLOYD YATES

Lloyd Yates

Date February 28 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this report to be signed on

its behalf by the undersigned thereunto duly authorized

Date February 28 2013

DUKE ENERGY OHIO INC

Registrant

By
Is JAMES ROGERS

James Rogers

Chief Executive Officer

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

registrant
and in the capacities and on the date indicated

Is JAMES ROGERS

James Rogers

Chief Executive Officer Principal Executive Officer

ii Is LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal
Financial Officer

iii Is STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

Is LYNN GOOD

Lynn Good

Is/B KEITH TRENT

Keith Trent

Is LLOYD YATES

Lloyd Yates

Date February 28 2013
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly causedthis report to be signed on

its behalf by the undersigned thereunto duly authorized

Date February 28 2013

DUKE ENERGY INDIANA INC

Registrant

By
Is JAMES ROGERS

James Rogers

Chief Executive Officer

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

registrant and in the capacities and on the date indicated

IS JAMES ROGERS

James Rogers

Chief Executive Officer Principal Executive Officer

ii Is LYNN GOOD

Lynn Good

Executive Vice President and Chief Financial Officer Principal Financial Officer

iii IS STEVEN YOUNG

Steven Young

Vice President Chief Accounting Officer and Controller Principal Accounting Officer

iv Directors

Is KELLEY KARN

KelleyA Karn

Is DOUGLAS ESAMANN

Douglas Esamann

/s LLOYD YATES

Lloyd Yates

Date February 28 2013
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PART IV

EXHIBIT INDEX

Exhibits filed herewithin are designed by an asterisk All exhibits not so designated are incorporated by reference to prior filing as indicated Items

constituting management contracts or compensatory plans or arrangements are designated by double asterisk The Company agrees to furnish upon request

to the Commission copy of any omitted schedules or exhibits upon request on all items designated by triple asterisk Legacy Progress Ener management

contract or compensation plan or arrangement required to be filed as an exhibit to this report pursuant to Item 15b of Form 10-K

Duke Progress Progress Duke Duke

Exhibit Duke Energy Progress Energy Energy Energy Energy

Number
____________

Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

2.1 Agreement and Plan of Merger by and among Duke Energy Corporation Diamond

Acquisition Corporation and Progress Energy Inc dated as of
January

2011

filed with the Form 8-K of Duke Energy Corporation File No 1-32583

January 112011

2.2 Agreement and Plan of Merger dated as of January 82011 by and among Duke

Energy Corporation Diamond Acquisition Corporation and Progress Energy Inc

incorporated by reference to Exhibit 2.1 to Duke Energy Corporations Current

Report on Form 8-Kfiled on January 112011 incorporated by reference to

Duke Energy Corporations Form 8-K dated July 2012

2.3 Agreement and Plan of
Merger dated as of

January 2011 by and among Duke

Energy Corporation Diamond Acquisition Corporation and Progress Energy Inc

filed as Exhibit 2.1 to the Current Report on Form 8-K dated January 2011

File No 1-15929

3.1 Amended and restated Certificate of Incorporation filed with the Form 8-K of

Duke Energy Corporation File No 1-32853 April 2006 as Exhibit 3-1

3.2 Articles of Organization Including Articles of Conversion filed with Form 8-K of

registrant File No 1-4928 April 2006 as exhibit 3.1

3.2.1 Amended Articles of Organization effective October 2006 filed with the

Form 10-0 of the registrant for the quarter ended September 30 2006

File No 1-4928 as exhibit 3.1

3.3 Amended Articles of Consolidation of Duke Energy Ohio Inc effective

October 23 1996 filed with Form 10-0 of Duke Energy Ohio Inc formerly The

Cincinnati Gas Electric Company for the quarter ended September 30 1996

File No 1-12321

3.3.1 Amended Articles of Consolidation effective October 12006 filed with

Form 0-0 of Duke Energy Ohio Inc formerly The Cincinnati Gas Electric

Company for the quarter ended September 30 2006 File No 1-1232

3.4 Amended Articles of Consolidation of PSI as amended April 20 1995 filed

with Form 10-0 of Duke Energy Indiana Inc formerly PSI Energy Inc for the

quarter ended June 30 1995 File No 1-3543

3.4.1 Amendment to Article of the Amended Articles of Consolidation of PSI

effective July 10 1997 filed with Form 10-K of Duke Energy Indiana Inc

formerly PSI Energy Inc for the year ended December 31 1997

File No 1-3543

3.4.2 Amended Articles of Consolidation effective October 2006 filed with Form

10-0 of Duke Energy Indiana Inc formerly PSI Energy Inc for the quarter

ended September 30 2006 File No 1-3543

3.5 Amended and Restated By-Laws of
registrant filed with the Fnrm 8-K of Duke

Energy Corporation File No 1-32853 March 2008 as Exhibit 3.1

3.6 Limited Liability Company Operating Agreement of Duke Energy Carolinas LLC

filed with Form 8-K of registrant File No 1-4928 April 72006 as exhibit 3.2

3.7 Regulations of Duke Energy Ohio Inc as amended on July 23 2003 filed with

Form 10-0 of Duke Energy Ohio Inc formerly The Cincinnati Gas Electric

Company for the quarter ended June 30 2003 File No 1-1232
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Duke
Progress Progress Duke DukeExhibit

Duke
Energy Progress Energy Energy Energy Energy

Number

Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana
3.8 By-Laws of PSI as amended on July 23 2003 filed with Form 10-Q of Duke

Energy Indiana Inc formerly PSI Energy Inc for the quarter ended June 30
2003 File No 1-3543

3.9 Certificate of Amendment to the Amended and Restated Certificate of

Incorporation of Duke Energy Corporation filed with the Secretary of State of

the State of Delaware with an effective date of July 22012 incorporated by

reference to Duke Energy Corporations Form 8-K dated July 2012

3.10 Restated Charter of Carolina Power Light Company as amended on May 10
1996 filed as Exhibit No 3i to Quarterly Report on Form 10-0 for the

quarterly

period ended June 30 1E97 File No 1-3382

3.11 Amended and Restated 4rticles of
Incorporation of

Progress Energy Inc f/k/a
CPL

Energy Inc as anended and restated on June 15 2000 filed as Eohibit

No 3a1 to Quarterly Report on Form 10-0 for the quarterly period ended

June 30 2000 File No -15929 and No 1-3382

3.11.1 Articles of Amendment to the Amended and Restated Articles of Incorporation of

Progress Energy Inc f/k/a CPL
Energy Inc dated December 2000 filed

as Exhibit 3b1 to Annua Report on Form 10-K for the year ended December 31
2001 as filed with the SEC on March 28 2002 File No 1-15929

3.11.2 Articles of Amendment to the Amended and Restated Articles of Incorporation

of Progress Energy Inc dated May 10 2006 filed as Exhibit 3.A to
Quarterly

Report on Form 10-Q for te quarterly period ended June 30 2006
File No 1-15929 1-3382 and 1-3274

3.12 Amended Articles of Incorporation of Florida Power Corporation filed as

Exhibit 3a to the Progresx Energy Florida Annual Report on Form 10-K for the

year ended December 31 1991 as filed with the SEC on March 30 1992
File No 1-3274

3.13 By-Laws of Progress Energy Inc as amended on May 10 2006

filed as Exhibit 3.B to
Quarterly Report on Form 10-Q for the quarterly period

ended June 30 2006 File Iqu 1-15929 1-3382 and 1-3274

3.14 By-Laws of Carolina Power
Light Company as amended on May 13 2009

filed as Exhibit 3.B to the
Qoarterly Report on Form 10-Q for the quarter ended

June 30 2009 File No 1-15929 1-3382 and 1-3274

315 By-Laws of Florida Power Corporation as amended September 20 2010 filed

as Exhibit 3.1 to the Florida Power
Corporation Current Report on Form 8-K

dated September 20 2010 File No 1-3274

4.1
Original Indenture First Motgage Bonds between Duke

Energy Ohio Inc

and The Bank of New York Trustee dated as of August 1936 filed with

Registration Statement of Dike Energy Ohio Inc formerly The Cincinnati Gas

Electric Company File No 1-2374

4.1.1 Fortieth
Supplemental Indenture between Duke Energy Ohio Inc and The Bank

of New York Mellon Trust Company N.A dated as of March 23 2009 filed with

Form 8-K of Duke
Energy Ohio Inc dated March 24 2009 File No 1-01232

4.1.2
Forty-first Supplemental Indenture between Duke Energy Ohio Inc and The Bank

of New York Mellon Trust
Corrpany NA dated as of December 17 2009 filed

with Form 8-K of Duke
Energy Ohio Inc dated December 18 2009

File No 1-01232

4.2.1
Twenty-fifth Supplemental Indenture between PSI and The First National Bank of

Chicago dated
September 1978 filed with the

registration statement of Duke

Energy Indiana Inc formerly PSI Energy Inc File No 2-62543

4.2.2 Thirty-fifth Supplemental lndxntore between PSI and The First National Bank of

Chicago dated March 30 19F4 filed with Form 10-K of Duke Energy Indiana

Inc formerly PSI
Energy Inc for the year ended December 31 1984

File No 1-3543
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Duke Progress Progress Duke Duke

Exhibit Duke Energy Progress Energy Energy Energy Energy

Number Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

4.2.3 Fifty-Second Supplemental Indenture dated as of April 30 1999 between

Duke Energy Indiana and Deutsche Bank National Trust Company as trustee

providing tor the issuance nf $53055000 8.85% Series CCC Bonds and

$38000000 8.31% Series ODD Bonds filed on Form 10-Q of Duke Energy

Indiana fur the quarter ended March 31 1999 File No 1-03543

4.2.4 Fifty-Seventh Supplemental Indenture dated as of August 21 2008 between

Duke Energy Indiana and Deutsche Bank National Trust Company as trustee

providing for the issuance of $500000000 6.35% Series LLL Bonds

filed on Form 8-K of Duke Energy Indiana August 21 2008 File No 1-03543

as Exhibit 4.11

4.2.5 Fifty-Ninth Supplemental Indenture dated as of March 23 2009 between

Duke Energy Indiana and Deutsche Bank National Trust Company as trustee

providing for thu issuance nt $450000000 6.45% Series MMM Bonds

filed on Form 8-K of Duke Energy Indiana March 24 2009 File No 1-03543

as Eohibit 4.1

4.2.6 Sioty-Sucond Supplemental Indenture dated as of July 2010 between

Duke Energy Indiana and Deutsche Bank National Trust Company as trustee

providing
tnr the issuance of $500000000 3.75% Series PPP Bonds filed on

Fnrm 8-K of Doke Energy Indiana July 92010 File No 1-03543 as Exhibit 4.1

4.2.7 Sioty-Sucnnd Supplemental Indenture dated as of March 15 2012 between

Duke Energy Indiana and Deutsche Bank National Trout Company as trustee

providingfor the issuance of $250000000 4.20% Series UUU Bonds

tiled on Form 8-K of Duke Energy Indiana March 15 2012 File No 1-03543

as Exhibit

4.2.8 Original Indenture First Mortgage Bonds dated September 1939 between

Duke Energy Indiana Inc f/ic/a Public Service Company ot Indiana Inc and

Thu First National Bank of Chicago as Trustee and LaSallu National Bank as

Successor Trustee filed as Exhibit A-Part Sin File No 70-258 Supplemental

Indenture dated March 30 1984

4.3 Repayment Agreement between Duke Energy Ohio Inc and The Oayton Power

and Light Cnmpany dated as of December 23 1992 tiled with Form 10-K of

Ooku Energy Ohio Inc formerly The Cincinnah Gas Electric Company for the

year
ended December 31 1992 File No 1-1232

4.4 Indenture dated November 15 1996 between PSI and The Fifth Third Bank as

Trustee filed with Form 10-K ot Duke Energy Indiana Inc formerly PSI Energy

Inc for thu year
ended December31 1996 File No 1-3543

4.4.1 Third Supplemental Indentoru dated as ot March 15 1998 between PSI and

The Fifth Third Bank as Trustun filed with Form 10-K nf Duke Energy Indiana

Inc formerly PSI Energy Inc for the year ended December 31 1997

File No 1-3543

4.4.2 Eighth Supplemental
Indenture dated as of September 23 2003 between PSI

and The Fifth Third Bank as Trustee filed with Form 10-a of Duke Energy

Indiana Inc formerly PSI Energy Inc for the quarter ended September 30

2003 File Nn 1-3543

4.4.3 Ninth Supplemental Indenture dated as of October 21 2005 between PSI and

Bank of New York Mellon Trust Company N.A as successor as Trustee

filed with Fxrm 10-a of Duke Energy Indiana Inc formerly PSI Energy Inc

for the quarter ended September 30 1999 File No 1-3543

4.4.4 Tenth Supplemental Indenture dated as of June 2006 between PSI Energy

Inc and The Bank of New York Trust Company NA successor trustee to

Fifth Third Bank as Trustee filed with Form 8-K of Duke Energy Indiana Inc

formerly PSI Energy Inc tiled on June 15 2006 File No 1-3543

4.5 Indenture dated as nf June 2008 between Duke Energy Corporation and Thu

Bank of New York Trust Company N.A as Trustee filed on Form 8-K of Duke

Energy Cnrpnration dated June 16 2008 File No 001-32853 as Exhibit 4.1
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Duke Progress Progress Duke Duke

Eihibit Duke Energy Progress Energy Energy Energy Energy

Number Energy Carolinas Enorg Inc Carolinas Florida Ohio Indiana

4.5.1 First Supplemental Indenturu dated as of June 16 200810 the Indenture

providing for the issuance 01 $250 million 5.65% Senior Notes due 2013 and

$250 million 6.25% Senior Notes due 2018 filed on Form 8-K of Duke Energy

Corporation dated June 16 2008 File No 001-32853 as Exhibit 4.2

4.5.2 Second Supplemental Indenture dated as of January 26 2009 to the Indenture

providing for the issuance 01 $750 million 6.30% Senior Notes due 2014 filed

on Form 8-K of Duke Energy Corporation dated January 26 2009

File No 001-32853 as Exhibit 4.1

4.5.3 Form of Third Supplemental Indenture dated as of August 28 200910 the

Indenture providing for the issuance of $500 million 3.95% Senior Notes due

2014 and $500 million 5.05% Senior Notes due 2019 filed on Form 8-K of Duke

Energy Corporation dated August 28 2009 File No 001-32853 as Exhibit 4.1

4.5.4 Form of Fourth Supplementrl Indenture dated as of March 25 2010 to the

Indenture providing for the ssuance of $450 million 3.35% Senior Notes due

2015 filed on Form 8-K of Energy Corporation dated March 25 2010

File No 001-32853 as Exhibit 4.1

4.5.5 Form of Fifth Supplemental Indenture dated as of August 25 2011 to the

Indenture providing for the issuance of $500 million 3.55% Senior Notes due

2021 filed on Form 8-K of Energy Corporation dated August 25 2011

File No 001-32853 as Exhbit 4.1

4.5.6 Form of Sixth Supplemental Indenture dated as of November 17 201110 the

Indenture providing for the issuance of $500 million 2.15% Senior Notes due

2016 filed on Form 8-K of Energy Corporation dated November 17 2011

File No 001-32853 as Exhbit 4.1

4.5.7 Form of Seventh Supplemental Indenture dated as of August 16 2012 to the

Indenture providing for the issuance of $500 million 3.05% Senior Notes due

2022 and $700 million i.62% Senior Notes due 2017 filed on Form 8-K of

Duke Energy Corporation dated August 16 2012 File No 001-32853 as

Exhibit 4.1

4.6 First and Refunding Mortgage from Duke Energy Carolinas ILC to The Bank

of New York Mellon Trust Company NA successor trustee to Guaranty Trust

Company of New York dated as of December 1927 filed with Form S-i

File No 2-1224 effective October 15 1947 as Exhibit 7a

4.6.1 Instrument of Resignation Appointment and Acceptance among Duke Energy

Carolinas LLC JPMorgan Chase Bank N.A as Trustee and

The Bank of New York Mellon Trust Company N.A as Successor

Trustee dated as of September 24 2007 Filed with Form S-3

File No 333-146483 as Extibit 4.6.1

4.6.2 Ninth Supplemental Indenture dated as of February 1949 filed with

Form S-i File No 2-7808 effective February 1949 as Exhibit 7i

4.6.3 Twentieth Supplemental Indenture dated as of June 15 1964

filed with Form S-i File No 2-25367 effective August 23 1966 as

Exhibit 4-B-20

4.6.4 Twenty-third Supplemental Iiidenture dated as of February 1968

filed with Form S-9 File No 2-3 1304 effective January 21 1969 as

Exhibit 2-B-26

4.6.5 Sixtieth Supplemental Indenture dated as of March 1990 filed with

Form 10-Kfortheyearended December31 1990 File No.1-4928 as

Exhibit 4-6-61

4.6.6 Sixty-third Supplemental Indenture dated as of July 1991

filed with Form S-3 File No 33-45501 effective February 13 1992

as Exhibit 4-B-64
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Duke Progress Progress Duke Duke

Exhibit Duke Energy Progress Energy Energy Energy Energy

Number Energy Carolinas Energ Inc Carolinas Florida Ohio Indiana

4.6.7 Eighty-first Supplemental Indenture dated as of February 25 2003

filed with Form S-4 File No 333-105354 effective August 15 2003

as Exhibit 4.81

4.6.8 Eighty-second Supplemental Indenture dated as of March 21 2003

4.6.9 Eighty-third Supplemental Indenture dated as of September 232003

4.6.10 Eighty-fourth Supplemental Indenture dated as of March 20 2006

Filed with Form S-3 File No 333-146483 as Exhibit 4.6.9

4.6.11 Eighty-fifth Supplemental Indenture dated as of January 102008

filed with Form 8- filed January 11 2008 as Exhibit 4.1

4.6.12 Eighty-seventh Supplemental Indenture dated as of April 14 2008

filed with Form 8-K filed April 15 2008 as Exhibit 4.1

4.6.13 Eighty-eighth Supplemental Indenture dated as of November 17 2008 filed

with Form 8-K filed November 20 2008 as Exhibit 4.1

4.6.14 Ninetieth Supplemental Indenture dated as of November 19 2009

filed with Form 8-K filed November 19 2009 as Exhibit 4.1

4.6.15 Ninety-first Supplemental Indenture dated as of June 72010 filed with

Form 8-K filed June 2010 as Exhibit 4.1

4.6.16 Ninety-third Supplemental Indenture dated as of May 19 2011

filed with Form 8-K filed May 19 2011 as Exhibit 4.1

4.6.17 Ninety-fourth Supplemental Indenture dated as of December 2011

filed with Form 8-K filed December 2011 as Exhibit 4.1

4.6.18 Ninety-fifth Supplemental Indenture dated as of September 21 2012 between

Duke Energy Carolinas LLC and the Bank of New York Mellon Trust Company

N.A as Trustee filed with Form 8-K of Duke Energy Carolinas September 21

2012 file No 1-04928 as Exhibit 4.1

4.7 Senior Indenture between Duke Energy Carolinas and The Bank of New

York Mellon Trust Company N.A as successor trustee to JPMorgan Chase Bank

formerly known as The Chase Manhattan Bank dated as of September

1998 filed with Post-Effective Amendment No to Form S-3 File No

333-14209 effective
April 1999 as Exhibit 4-D-1

4.7.1 Fifteenth Supplemental Indenture to Indenture dated as of April 2006

filed with Form S-3 File No 333-146483 as Exhibit 4.4.1

4.7.2 Sixteenth Supplemental Indenture to Indenture dated as of June 52007

filed with Form 8-K File No 1-4928 filed June 2007

4.8 Original Indenture Unsecured Debt Securities between Duke Energy Ohio Inc

and The Fifth Third Bank dated as of May 15 1995 filed with the registiation

statement on Form 8-A filed on July 24 1995 File No 1-1232

4.8.1 First Supplemental Indenture between Duke Energy Ohio Inc and The Fifth

Third Bank dated as of June 1995 filed with the Form 10-0 of Duke Energy

Ohio Inc for the quarter ended June 30 1995 File No 1-1232

4.8.2 Seventh
Supplemental Indenture between Duke Energy Ohio Inc and The Fifth

Third Bank dated as of June 15 2003 filed with the Form 10-Q of Duke Energy

Ohio Inc formerly The Cincinnati Gas Electric Company for the quarter

ended June 30 2003 File No 1-1232

4.9 Unsecured Promissory Note dated October 14 1998 between PSI and the Rural

Utilities Service filed with Form 10-K of Duke Energy Indiana Inc formerly PSI

Energy Inc for the
year

ended December 31 1998 File No 1-3543

4.10 6.302% Subordinated Note between PSI and Cinergy Corp dated February

2003 filed with Form 10-0 of Duke Energy Indiana Inc formerly PSI Energy

Inc for the quarter ended March 31 2003 File No 1-3543

E-5



PART IV

Duke Progress Progress Duke Duke

Exhibit
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Number
________ ________________

Energy Carolinas Energ Inc Carolinas Florida Ohio Indiana

4.11 6.403% Subordinated Note between PSI and Cinergy Corp dated February

2003 filed with Form 10-0 cf Duke Energy Indiana Inc formerly PSI Energy

Inc for the quarter ended March 31 2003 File No 1-3543

4.12 Form of Duke Energy InterNote Fixed Rate incorporated by reference to Duke

Energy Corporations Form .K dated November 13 2012

4.13 Form of Duke Energy InterNote Floating Rate incorporated by reference to

Duke Energy Cxrporations Form 8-K dated November 13 2012

4.14 Mortgage and Deed of Trust dated as of May 1940 between Carolina Power

Light Company and The Bank of New York formerly Irving Trust Company

and Frederick Herbst Tina Gonzalez Successor Trustees and the First

through Fifth Supplemental lidentures thereto Exhibit 2b File No 2-64189

the Sixth through Sixty-sixth Supplemental Indentures Exhibit 2b-5 File No

2-16210 Exhibit 2b-6 File No 2-16210 Exhibit 4b-8 File No 2-19118

Exhibit 4b-2 File Nn 2-22439 Exhibit 4b-2 File No 2-24624 Exhibit 2c
File No 2-27297 Exhibit 2c File No 2-30172 Exhibit 2c File No 2-35694

Exhibit 2c File No 2-37505 Exhibit 2c File No 2-39002 Exhibit 2c File

No 2-41738 Exhibit 2c File No 2-43439 Exhibit 2c File No 2-47751

Exhibit 2c File No 2-4934/ Exhibit 2c File No 2-53113 Exhibit 2d File

No 2-53113 Exhibit 2c File No 2-59511 Exhibit 2c File No 2-61611

Exhibit 2d File Nx 2-64189 Exhibit 2c File No 2-65514 Exhibits 2c and

2d File No 2-66851 Exhibits 4b-i 4b-2 and 4b-3 File No 2-81299

Exhibits 4c-i through 4c File No 2-95505 Exhibits 4b through 4h File

No 33-25560 Exhibits 4b and 4c File No 33-33431 Exhibits 4b and 4c

File No 33-38298 Exhibits 4h and 4i File No 33-42869 Exhibits 4e-g

File No 33-48607 Exhibits 4e and 4f File No 33-55060 Exhibits 4e and

4f File No 33-60014 Exhbits 4a and 4b to Post-Effective Amendment

No File No 33-38349 Exhibit 4e File No 33-50597 Exhibit 4e and 4f

File No 33-57835 Exhibit to Current Report on Form 8-K dated August 28

1997 File No 1-3382 Forrr of Carolina Power Light Company First Mortgage

Bond 6.80% Series Due August 15 2007 filed as Exhibit tx Form 10-U for

the period ended September 30 1998 File No 1-3382 Exhibit 4b File No

333-69231 and Exhibit 4c to Current Report on Form 8-K dated March 19

1999 File No 1-3382 and the Sixty-eighth Supplemental Indenture Exhibit

No 4b to Current Report xii Form 8-K dated April 20 2000 File No 1-3382

and the Sixty-ninth Supplemental Indenture Exhibit No 4b2 to Annual Report

on Form 10-K dated March 29 2001 File No 1-3382 and the Seventieth

Supplemental Indenture Exhibit 4b3 tn Annual Report on Form 10-K dated

March 29 2001 File No 1-3382 and the Seventy-first Supplemental Indenture

Exhibit 4b2 to Annual Report on Form 10-K dated March 28 2002 File Nx

1-3382 and 1-15929 the Seventy-second Supplemental Indenture Exhibit

to Current Report an Form 8-K dated September 12 2003 File Nx 1-3382

the Seventy-third Supplemextal Indenture Exhibit to Current Report on Form

8-K dated March 22 2005 File No 1-3382 the Seventy-fourth Supplemental

Indenture Exhibit to Current Report on Form 8-K dated November 30 2005

File No 1-3382 the Seveny-fifth Supplemental Indenture Exhibit to Current

Report on Form 8-K dated March 13 2008 File No 1-3382 the Seventy-sixth

Supplemental Indenture Exiibit to Current Report on Form 8-K dated January

2009 File No 1-3382 te Seventy-seventh Supplemental Indenture Exhibit

Ito Current Report on Form 8-K dated June 18 2009 File No 1-3382 the

Seventy-eighth Supplemental Indenture Exhibit to Current Report on Form

8-K dated September 12 2011 File No 1-3382 and the Seventy-Ninth

Supplemental Indenture Exhibit to Current Report on Form 8-K dated May 18

2012 File No 1-3382

4.15 Indenture dated as of January 1944 the Indenture between Florida

Power Corporation and Guaranty Trust Company of New York and The Florida

National Bank of Jacksonville as Trustees filed as Exhibit B-18 to Florida

Powers Registration Statenrent on Form A-2 No 2-5293 filed with the SEC

on January 24 1944
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Number Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

4.16 Seventh Sopplemental Indenture filed as Exhibit 4b to Florida Power

Corparations Registration Statement on Form S-3 No 33-16188 filed with the

SEC on September 21 1991 and the Eighth Sopplemental Indentare filed as

Eohihit 4c to Florida Power Corporahions Registrahoa Statement on Form S-3

No 33-16188 filed with the SEC on September 21 1991 and the Sixteenth

Supplemental lndentare filed as Exhibit 4d to Florida Pawer Corporations

Registration Statement on Form S-3 No 33-16188 filed with the SEC on

September 21 1991 and the Twenty-ninth Supplemental Indenture filed as

Exhibit 4c te Florida Power Corporations Registration Statement on Form S-3

Na 2-19832 filed with the SEC an September 11 1982 and the Thirty-eighth

Supplemental Indentare filed as eohibit 4t to Florida Powers Registration

Statement an Farm S-3 No 33-55213 as filed with the SEC on Aagast 29

1994 and the Thirfy-ninth Supplemental Indenture filed as Eahibit to

Current Report on Farm 8-K filed wifh the SEC xx July 23 2001 and the

Fortieth Supplemental Indentare filed as Exhibit fa Current Report an

Form 8-K filed with the SEC on February 18 2003 and the Forty-first

Supplemental Indenture filed as Exhibit fo Current Report on Farm 8-K filed

with the SEC an Febroary 21 2003 and fhe Farty-sexoad Supplemental

Indenture filed as Exhibit fo Ooarterly Report on Form 10-0 for the quarter

ended June 30 2003 filed with the SEC ax September 112003 and the

Farty-third Supplemental Indenture filed as Exhibit to Carrent Report on

Farm 8-K tiled with the SEC ax November 21 2003 and the Fnrty-foarth

Sapplemental Indentare filed as Exhibit 4.m to the Progress Energy Florida

Anooal Report oo Form 10-K dated March 16 2005 aod the Forty-fifth

Sopplemental lodentore filed as Exhibit to Curreot Report oo Form 8-K

filed on May 16 2005 and the Forty-sixth Supplemental Indenture filed as

Exhibit ho Correct Report on Farm 8-K filed wifh the SEC on September 19

2007 the Forty-seventh Supplemeotal lodentore tiled as Exhibit to Correct

Report on Form 8-K filed with the SEC xx December 13 2D01 the Forty-eighth

Supplemental
lndentore filed as Exhibit 410 Current Report on Form 8-K

filed with the SEC on Jane 18 2008 the Forty-ninth Supplemental Indenture

filed as Exhibit to Current Report an Form 8-K filed with the SEC on March

25 2010 the Fiftieth Supplemental Indenture filed as Exhibit to Correct

Report an Form 8-K filed with the SEC on August 18 2011 and the Fifty-first

Supplemental Indenture filed as Exhibit 4.1 to Correct Report on Form 8-K filed

with the SEC on November 20 2012

4.11 Indenture dated as of December 12005 between Florida Power Corporation

and J.P Morgan Trust Company National Association as Trustee with respect

to Senior Notes filed as Exhibit 4a to Current Report xx Form 8-K dated

December 13 2005 File No 1-3274

4.18 Indexture dated as of February 15 2001 between Progress Energy Inc and

Bank One Trust Company N.A as Trushen with respect to Senior Notes

filed as Exhibit 4a to Form 8-K dated February 27 2001 File No 1-15929

4.19 Indenture for Senior Notes dated as of March 1999 between Carolina

Power Light Company and The Bank of New York as Trustee filed as Exhibit

No 4a to Cxrrent Report on Farm 8-K dated March 19 1999

File No 1-3382 and the First and Second Supplemental Senior Note

Indentures thereto Exhibit No 4b to Current Report on Form 8-K dated March

19 1999 File No 1-3382 Exhibit No 4a to Current Report on Form 8-K

dated April 20 2000 File No 1-3382

4.20 Indenture For Debt Secxritiesdated as of October 28 1999 between Carolina

Power Light Company and The Chase Manhaftan Bank as Trustee filed as

Exhibit 4a to Current Report on Form 8-K dated November 1999

File No 1-3382 Exhibit 4b to Current Report an Form 8-K dated November

1999 File No 1-3382

4.21 Contingent Value Obligation Agreement dated as of November 30 2000

between CPL Energy Inc and The Chase Manhattan Bank as Trustee

Exhibit 4.1 to Current Report xx Form 8-K dated December 12 2000

File No 1-3382
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Number
____________________

Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

10.1 Purchase and Sale Agreement dated as of January 2006 by and among Duke

Energy Americas and ISP Bay II Harbor Holding LLC filed with the Form

10-0 of the registrant for thir quarter ended March 31 2006 File No 1-32853

as Exhibit 10.21

10.1.1 Amendmenttn Purchase and Sale Agreement dated as of May 42006 by and

among Duke Energy Americus LLC LS Power Generation formerly known

as Bay II Harbor Holding LLC LSP Ceo Finance Ce LLC LSP South Bay

Holdings LLC LSP Oakland Holdings LLC and LSP Morrn Bay Holdings LLC

filed with the Form 10-0 of the registrant for the quarter
ended March 31

2006 File No.1-32853 as Exhibit 10.2.1

10.2 Directors Charitable Civing Program filed with Form 10-K of Duke Energy

Carolinas LLC for the year ended December 31 1992 File Ne 1-4928 as

Exhibit 10-P

10.2.1 Amendment to Directors Exaritable Giving Program dated June 18 1997 tiled

with Form 10-K of Deke Energy Carolinas LLC for the
year

ended December31

2003 File No 1-4928 as Exhibit 10-1.1

10.2.2 Amendment to Directors Charitable Giving Program dated July 28 1997 tiled

with Form 10-K of Deke Energy Carolinas LLC for the year ended December 31

2003 File No 1-4928 as Exhibit 10-1.2

10.2.3 Amendment to Directors Ctaritable Giving Program dated February 18

1998 tiled with Form 10-K of Duke Energy Carolinas LLC for the year ended

December 31 2003 File Ne 1-4928 as Enhibit 10-1.3

10 Duke Energy Corporation 1998 Long-Term Incentive Plan as amended filed as

Exhibit ito Schedule 14A of Deke Energy Carolinas March 28 2003

File Ne 1-4928

0.4 Agreements with Piedmont Electric Membership Corporation Retherford Electric

Membership Corporation and Blue Ridge Electric Membership Corporation

to provide wholesale electricity and related power schedelieg services from

September 2006 through December 31 2021 tiled with Form 10-0 of Duke

Energy Corporation File No 1-32853 August 92006 as exhibit 0.15

osk Duke Energy Corporation Executive Savings Plan as amended and restated

tiled with Form 8-K of Duke Energy Corporahon October 31 2007

File Ne 1-32853 as Exhibit 10.1

1051 Amendment to Duke Energy Curporahon Executive Savings Plan dated

July 30 200

W52 Amendment to Deke Energy Corperation Execetive Savings Plan dated

November 202

106 Cinergy Corp Excess Pensien Plan as amended and restated effective

December 31 2008

106 Amendment to Cinergy Cerç Excess Pension Plan dated January 28 2010

W62 Amendment to Cinergy Cor Encess Pension Plan dated February 2010

063 Amendment to Cinergy Corr Excess Pension Plan dated December 26 202

0.7 Asset Purchase Agreement by and Between Saleda River Electric Cooperative

Inc as Seller and Duke Eeurgy Carolinas LLC as Purchaser dated

December 20 2006 tiled with the Form 8-K of the registrant

File Ne -4928 December 27 2006 as enhibit 10.1

10.8 Settlement between Duke Energy Corporation Duke Energy Carolinas

and the U.S Department of Jestice resolving Deke Energys used endear fuel

litigation against the U.S Department of Energy dated as of March 2007

filed with the Form 8-K of the registrant File Ne -4928 March 12 2007

as item 8.01

E-8



PART IV

Duke Progress Progress Duke Duke

Exhibit Duke Energy Progress Energy Energy Energy Energy

Number Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

10.9 Engineering Pracurement and Cnnstructinn Agreement dated July 11 2007

by and between Duke Energy Carulinas LLC and Stane Webster Natiunal

Engineering PC filed with the Furm 10-Out the registrant Nuvember 13 2007

File Nu 1-4928 as Exhibit 10.1 Pnrtinns at the exhibit have been amitted and

filed separately with the Securities and Exchange Cnmmissian pursuant tn

request tnr cnntidential treatment pursuant ta Rule 24b-2 under the Securities

Exchange Act at 1934 as amended

10.10 Deterred Campensatiun Agreement effective as af January 1992 between

PSI and James Rugers filed with Furm 10-0 at Duke Energy Indiana Inc

tarmerly PSI Energy Inc fur the quarter
ended September 30 1996

File Nn 1-3543

10.11 Amended and Restated Engineering Pracurement and Canstructian Agreement

dated February 20 2008 by and between Duke Energy Caralinas LLC and

Stune Webster Natianal Engineering PC tiled with the Fnrm 10-Out the

registrant May 14 2008 File Na 1-4928 as Exhibit 10.1 Partians at the

exhibit have been amiffed and tiled separately with the Secnrities and Exchange

Cnmmissinn pursuant tn request tar cantidential treatment pursuant tn

Rule 24b-2 under the Securities Exchange Act at 1934 as amended

10.12 Asset Purchase Agreement by and amung Cinergy Capital Trading Inc

Capital Trading CinCap Madisnn LLC and PSI dated as nt February
2003

tiled with Farm 10-Oat Duke Energy Indiana Inc turmerly PSI Energy Inc fur

the quarter ended September 30 1996 File Nu 1-3543

10.13 Furm at Phantam Stack Award Agreement tiled with Farm 8-K at Duke Energy

Carparatian
File Na 1-32853 April 2006 as Exhibit 10.1

10.14 Amended and Restated Engineering and Canstruchan Agreement dated as at

December 21 2009 by and between Duke Energy Caralinas LC and Shaw

Narth Caralina Inc

10.15 Asset Purchase Agreement by and amuag Capital Trading CinCap VII LLC

and PSI dated as at February 2003 tiled with Farm 10-0 at Duke Energy

Indiana Inc tarmerly PSI Energy Inc tar the quarter
ended September 30

1996 File Na

10.16 Asset Purchase Agreement by and amang Duke Energy Indiana Inc and Duke

Energy Dhia Inc and Allegheny Energy Supply Campany LLC Allegheny Energy

Supply Wheatland Generating Facility LLC and Lake Acquisitian Campany

L.L.C dated as at May 2005 tiled with Farm 10-0 at Duke Energy Ohm Inc

tarmerly The Cincinnati Gas Electric Campany tar the quarter
ended June 30

2005 File Na 1-1232

10.17 Asset Purchase Agreement by and amang PSI and CGE and Allegheny Energy

Supply Campany LLC Allegheny Energy Supply Wheatland Generating Facility

LLC and rake Acquisitian Campany L.L.C dated as at May 2005 tiled

with Farm 10-0 at Duke Energy Indiana Inc tarmerly PSI Energy Inc tar the

quarter ended September 30 1996 File Na 1-3543

10.18 Keepwell Agreement dated April 10 2006 between Duke Capital LLC and Duke

Energy Dhia Inc tiled with Farm 10-K at Duke Energy Ohia Inc tarmerly The

Cincinnati Gas Electric Campany tiled an April 14 2006 File Na 1-1232

10.19 Agreements with Piedmaat Electric Membership Carparatiaa Ruthertard Electric

Membership Carparatian and Blue Ridge Electric Membership Carparatiaa

ta pravide whalesale electricity and related pawer scheduling services tram

September 2006 thraugh December 31 2021 tiled with the Farm 10-0 at

Duke Energy Carparatian tar the quarter ended June 30 2006 File No 1-32853

as Exhibit 10.15

10.20 Asset Purchase Agreement by and between Duke Energy Indiana Inc as Seller

and Wabash Valley Pawer Assaciatian Inc as Buyer Dated as at December

2006 tiled with Farm 10-0 at Duke Energy Indiana Inc tarmerly PSI Energy

Inc tar the quarter ended September 30 1996

File Na 1-3543
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Number
Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

10.21 Purchase and Sale Agreement by and among Cinergy Capital Trading Inc

as Seller and Fortis Bank S.A./N.V as Boyer dated as of Jone 26 2006

filed with Form 8-K ot DuIw Energy Corporation File No 1-32853 Jone 30

2006 as Eohibit 10.1

10.22 Engineering Procurement md Construction Management Agreement dated

December 15 2008 between Deke Energy Indiana Inc and Bechtel Power

Carpnratinn Portions of tho enhibit have been nmitted and filed separately with

the Securities and Eochange Commission pursuant tn rnqoestfor confidential

treatment pursuant to Rule 24b-2 under the Securities Exchange Act ot 1934

as amended

10.23 Formation and Sale Agreement by and among Duke Ventures LLC Crescent

Resources LLC Morgan Slanley Real Estate Fond U.S L.P Morgan Stanley

Real Estate Fund Special U.S L.P Morgan Stanley Real Estate Investors

U.S L.P MSP Real Estate Fond L.P and Morgan Stanley Strategic

Investments Inc dated as of September 2006 hled with the Form 10-0

of Duke Energy Corporation for the quarter ended September 30 2006

File No 1-32853 as Exhibit 10.3

10.24 Stock Option Grant Agreerr ent between Duke Energy Corporahon and James

Rogers dated April 2005 filed with Form 8-K of Doke Energy Corporation

File No 1-32853 April 2006 as Exhibit 10.4

10.25 Duke Energy Corporation 206 Long-Term Incentive Plan filed with Form 8-K ot

Duke Energy Corporation file No 1-32853 October 27 2006 as Exhibit 10.1

10.26 Duke Energy Corporation Directors Savings Plan II as amended

and restated filed with Form 8-K of Duke Energy Corporation dated

October 31 2007 File No 1-4298 as Enhibit 10.2

10.27 Amendment to the Duke
Erinrgy Corporation 1998 Long-Term Incentive Plan 11

effechve 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

10.28 Amendment to the Duke Er
ergy Corporation 2006 bng-Term Incentive Plan

effective as of February 27 2007 by and between Duke Energy Corporation and

Spectra Energy Corp filed in Form 10-Oaf Duke Energy Corporation for the

quarter ended March 31 2007 File No 1-32853 as Exhibit 10.1

10.29 Engineering Procurement and Construction Agreement dated July 112007

by and between Duke Energy Carolinas LLC and Stone Webster National

Engineering PC portions of the exhibit have been omitted and filed separately

with the Securities and Exchange Commission pursuant to request for

confidential treatment pursuant to Rule 24b-2 under the Securities Exchange

Act of 1934 as amended tiled in Farm 10-0 of Duke Energy Corporation for

the quarter ended Septemter 30 2007 File Na 1-32853 as Exhibit 10.2

10.30 Amended and Restated EaIneerrng Procurement and Construction Agreement

dated February 20 2008 ty and between Duke Energy Carolinas LLC and

Stone Webster National Engineering PC portions of the exhibit have been

omitted and filed separatnli with the Securities and Exchange Commission

pursuant to request for confidential treatment pursuant to Role 24b-2 under

the Securities Exchange Act of 1934 as amended tiled in Form 10-0 of Duke

Energy Corporation for the quarter ended March 31 2008 File No 1-32853

as Exhibit 10.1

10.31 Agreement and Plan at Merger by and among DEGS Wind LLC DEGS Wind

Vermont Inc Catamnunt Energy Corporation filed in Form 10-Oaf Duke Energy

Corporation far the quarter ended June 30 2008 File No 1-32853 as

Exhibit 10.2

10.32 Amended and Restated Engineering and Construction Agreement dated as of

December 21 2009 by and between Duke Exergy Carolinas LLC and Shaw

North Carolina Inc

E-1O
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Duke Energy Progress Energy Energy Energy Energy

Number
Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

10.33 Operating Agreement of Pioneer Transmission LLC tiled in Form 10-0 of Duke

Energy Cnrporation for the quarter ended September 30 2008

File No 1-32583 as Exhibit 10.1

1D.34 Amendment to Duke Energy Corporahon
Executive Savings Plan effective as ot

August 26 2008 tiled on Form 8-K ot Duke Energy Corporahon September

2008 File No 1-32583 as Exhibit 10.1

10.35 Duke Energy Corporation Executive Short-term Incentive Plan as amended and

restated effective February 26 2008 tiled on the 2008 Proxy Statement of Duke

Energy Corporation March 20 2008 File No 1-32853 as Appendix

10.36 Amendment to Deferred Compensatiun Agreement with James Rogers

effective as of August 26 2008 filed on Form 8-K of Duke Energy Corporation

September 2008 File No 1-32583 as Exhibit 10.6

10.31 Amendment to Duke Energy Corporation Directors Savings Plan effective as of

August 26 2008 filed on Form 8-K of Duke Energy Corporation September

2008 File No 1-32583 as Exhibit 99.2

10.38 Deferred Compensation Agreement dated December 16 1992 between PSI

Energy Inc and James Rogers Jr

10.39 Engineering
Procurement and Construction Management Agreement

dated

December 15 2008 between Duke Energy Indiana Inc and Bechtel Power

Corporation Portions of the exhibit have been omitted and filed separately
with

the Securities and Exchange Commission pursuant to request fur confidential

treatment pursuant
to Rule 24b-2 under the Securities Exchange Act of 1934

as amended

10.40 Amended and Restated Engineering and Construchon Agreement dated as of

March 2010 by and between Duke Energy Carolinas LLC and Shaw North

Carolina Inc filed in Fnrm 10-0 of Duke Energy Corporation for the quarter

ended March 31 2010 File No 1-32853 as Exhibit 10.1

10.41 Form of Performance Award Agreement
of Duke Energy Corporahon filed on

Form 8-K of Duke Energy Corporation February 22 2011 File No 1-32583

as Exhibit 10.1

10.42 Form of Phantom Stuck Award of Duke Energy Corporation filed on Form 8-K of

Duke Energy Corporahon February 22 2011 File No 1-32583 as Exhibit 10.2

10.43 Form of Performance Award Agreement by and between Duke Energy

Curporahon
and James Rogers filed on Form 8-K of Duke Energy Corporation

February 22 2011 File No 1-32583 as Exhibit 10.3

10.44 Duke Energy Corporation
Executive Severance Plan filed on Form 8-K of Duke

Energy Corporahon January 10 2011 File No 1-32583 as

Exhibit 10.1

10.45 $6000000000 Five-Year Credit Agreement dated as of November 18 2011

among the Cnrpnration Duke Energy Carolinas LLC Duke Energy Ohio Inc

Duke Energy Indiana Inc Duke Energy Kentucky Inc Carolina Power and Light

Company d/b/a Progress Energy Carolinas Inc and Florida Power Corporation

d/b/a Progress Energy Florida Inc as Borrowers the lenders listed therein

Wells Fargo Bank National Association as Administrative Agent Bank of

America N.A and The Royal Bank of Scotland plc as Co-Syndication Agents

and Bank of China New York Branch Barclays Bank PLC Citibank N.A Credit

Suisse AG Cayman Islands Branch Industrial and Commercial Bank of China

Limited New York Branch JPMorgan Chase Bank N.A and UBS Securities LLC

as Co-Documentation Agents ffiled on Form 8-K of Duke Energy Corporation

Duke Energy Carolinas LLC Duke Energy Indiana Inc and Duke Energy Ohio

Inc November 25 2011 File No 1-01232 as Exhibit 10.1

10.46 Form of Performance Award Agreement
of Duke Energy Corporation under the

Duke Energy Corporation 2010 Long-Term Incentive Plan filed on Form 8-K of

Duke Energy Corporation February 22 2011 File No 1-32853 as Exhibit 10.1
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10.47 Form of Phaotom Stock Award Agreement of Duke
Eoergy Corporation uoder tho

Duke Energy Corporation 2010 Long-Term Incentive PIao filed on Form 8-K of

Duke Eoengy Conporation February 22 2011 File No 1-32853 as Exhibit 10.2

10.48 Form of Performance Award Agreement by and between Duke Energy

Corporation and James Rogers uoder the Duke Energy Corporation 2010 Long-

Term Incentive Plan filed on Form 8-K of Duke Energy Corporation Februaiy 22
2011 File No.1-32853 as Exhibit 10.31

10.49 Employment Agreement dated as of
February 19 2009 by and between

James
Rogers and Duke Energy Corporation incorporated by reference to

Duke Energys Form 8-K Februaiy 25 2009 File No 1-32853 as Exhibit 10.1

10.49 Jk Amendment dated as of June 21 2012 to the Employment Agreement dated

as of February 19 2009 by and between James Rogers and Duke Energy

Corporation incorporated by reference to Duke Energy Corporations Form 10-0

for the
quarter ended June 3D 2012

10.49.2 Second Amendment dated as of July 2012 to the Employment Agreement

dated as of February 19 2009 by and between James Rogers and Duke
Energy

Corporation incorporated by reference to Duke Energy Corporations Form 10-0

fur the quarter ended June 30 2012

10.50k Duke
Energy Corporation 2010 Long-term Incentive Plan filed nn the 2010

Proxy Statement of Duke Energy Corporation March 22 2010 File No 1-32853

as Appendix Al

10.50.1 Amendment to Duke Energy Corporation 2010
Long-Term Incentive Plan

incorporated by reference to Duke
Energy Corporations Form 10-0 for the

quarter ended June 30 2012

10.51 Amendment tn Duke Energy Corporation Executive
Savings Plan dated

January

2008 incorporated by reference to Duke Energy Corporations Form 10-0 for the

quarter ended September 30 2012

10.52 Settlement Agreement dated November 29 2012 by and among Duke Energy

Corporation the North Carolina Utilities Commission Staff and the North

Carolina Public Staff
incorporated by reference to Duke Energy Corporations

Form 8-K dated Novembei 29 20121

10.53 Settlement Agreement dated December 2012 between Duke Energy

Corporation and the North Carolina Attorney Ceneral incorporated by reference

to Duke Energy Corporations Form 8-K dated December 2012

10.54 Employment Agreement dated as of June 21 2012 by and between William

Johnson and Duke Energy Corporation incorporated by reference to Duke Energy

Corporahons Form 8-K dared July 2012

jQ55
Separation and Settlement Agreement dated as of July 2012 by and between

William Johnson and Duke Energy Corporation incorporated by reference to

Duke
Energy Corporations Form 8-K dated July 2012

1056 Retention Award Agreement effective as of July 92012 by and between Duke

Energy Corporation and Lloyd Yates

1057 Retention Award Agreemenr effective as of July 92012 by and between Duke

Energy Corporation and Jeffrey Lyash

1058 Form of
Change-in-Control Agreement

1o59 Separation and Settlement Agreement by and between John McArthur and

Duke Energy Corporation dated as of July 10 2012

1060
Separation and Settlement

Agreement by and between Mark Mulhern and

Duke Energy Corporation dated as of July 10 2012

1061 Separahon and Settlement ffgreement by and between Paula Sims and Duke

Energy Corporation

E-12



PART IV

Duke Progress Progress Duke Duke

Exhibit Duke Energy Progress Energy Energy Energy Energy

Number
Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

1062
Separation and Sefflement Agreement by and between Jeffrey Lyasb and Duke

Energy Corpnration dated as of December 31 2012

1063 Consulting Agreement effective as of January 2013 by and between Duke

Energy Corporation and John McArthur

1064 Form of Performance Share Award

10.65 Amended and Restated Duke Energy Corporation Executive Cash Balance Plan

dated as of July 2012 tincorporated by reference to Duke Energy Corporations

Form 8-K dated July 2012

10 65 First Amendment to the Duke Energy Corporation Executive Cash Balance Plan

dated as of January 12013

10.66 Purchase Construction and Ownership Agreement dated July 30 1981 between

Carolina Power Light Company and North Carolina Municipal Power Agency

Number and Exhibits together with resolution dated December 16 1981

changing name to North Carolina Eastern Municipal Power Agency amending

leffer dated February 18 1982 and amendment dated February 24 1982 ffiled

as Exhibit 10a File No 33-25560

10.6/ Operating and Fuel Agreement dated July 30 1981 between Carolina Power

Light Company and North Carolina Municipal Power Agency Number and

Exhibits together with resolution dated December 16 1981 changing name

to North Carolina Eastern Municipal Power Agency amending leffers dated

August 21 1981 and December 15 1981 and amendment dated February 24

1982 filed as Exhibit 10b File No 33-25560

10.68 Power Coordination Agreement dated July 30 1981 between Carolina Power

Light Company and North Carolina Municipal Power Agency Number and

Exhibits together with resolution dated December 16 1981 changing name

tu North Carolina Eastern Municipal Power Agency and amending leffer dated

January 29 1982 ffiled as Exhibit 10c File No 33-25560

10.69 Amendment dated December 16 1982 to Purchase Construction and

Ownership Agreement dated July 30 1981 between Carolina Power Light

Company and North Carolina Eastern Municipal Power Agency

filed as Exhibit lOtd File No 33-25560

10.70 Retirement Plan fur Outside Directors ffiled as Exhibit 100 File No 33-25560

10./1 Resolutions of Board of Directors dated July 1997 amending the Deferred

Compensation Plan for Key Management Employees of Carolina Power Light

Company

10.72 2002 Progress Energy Inc Equity Incentive Plan Amended and Restated

effective January 200/ ffiled as Exhibit bcs to Annual Report on Form 10-K

for the year ended December 31 2006 as filed with the SEC on March 2007

File No 1-3382 No 1-15929 and No 1-3214

10.73 Amended and Restated Broad-Based Performance Share Sub-Plan Exhibit

to the 2002 Progress Energy Inc Equity Incentive Plan effective January

2007 ffiled as Exhibit lOc6 to Annual
Report on Form 10-K for the year ended

December 31 2006 as filed with the SEC on March 12007 File No 1-3382

No 1-15929 and No 1-32/4

10.14 Amended and Restated Executive and Key Manager Performance Share Sub-

Plan Exhibit to the 2002 Progress Energy Inc Equity Incentive Plan effective

January 2007 filed as Exhibit lOctl tn Annual Report on Form 10-K fur the

year
ended December 31 2006 as filed with the SEC on March 2007 File

No 1-3382 No 1-15929 and No 1-3214

10.75 Progress Energy Inc 200/ Equity Incentive Plan filed as Exhibit to Form DEF

14A as filed with the SEC on March 30 2007 File No 1-15929

10.76 Enecutive and Key Manager 2007 Performance Share Sub-Plan Exhibit to the

200/ Equity Incentive Plan effective January 12007 filed as Exhibit 10.1 to

Current Report on Form 8-K dated July 16 200/ File No 1- 15929 No 1-3382

and Nu 1-3214
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Number Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

1077 Form of Progress Energy Inc Restricted Stock Agreement pursuant to the 2002

Progress Energy Inc Equity licentive Plan as amended July 2002 filed as

Exhibit lOc18 to Annual Report on Form 10-K for the year ended December 31

2004 as filed with the SEC on March 16 2005 File No 1-3382 and 1-15929

10.78 Form of Employment Agreerrent dated May 2007 between Progress Energy

Service Company LLC and Robert McGehee John McArthur and

Peter Scott III ii PEC and Lloyd Yates Fredrick Day l\ Paula Sims

William Johnson and Clay-on Hinnant and ik PEF and Jeffrey Corbett

and Jeffrey Lyash filed as Exhibit 10 to Quarterly Report on Form 10-Q for the

period ended March 31 2007 File No 1-15929 No 1-3382 and No 1-3274

1079 Form of Employment Agreement between Progress Energy Service Company

LLC and Mark Mulhern daed September 18 2007 filed as Exhibit 10 to

Quarterly Report on Form 10-Qfor the period ended March 31 2007

File No 1-15929 No 1-3382 and No 1-3274

10.80 Form of Executive and Key Manager 2008 Performance Share Sub-Plan filed as

Exhibit 10a to Quarterly Report on Form 10-Q for the period ended March 31

2008 File No 1-15929 1-3382 and 1-3274

10.81 Progress Energy Inc 2009 Executive Incentive Plan effective March 17 2009

filed as Exhibit to Form DEF 14A as filed with the SEC on March 31 2009

File No 1-15929

10.82 Employment Agreement Term Sheet for William Johnson in connection with

the Agreement and Plan of Merger dated as of January 2011 by and among

Duke Energy Corporation Diamond Acquisition Corporation and Progress Energy

Inc Exhibit to the Agreement and Plan of Merger filed as Exhibit 2.1 to the

Current Report on Form 8-K dated January 2011 File No 1-15929

10.83 Form of Letter Agreement dated January 2011 executed by certain officers

of Progress Energy Inc waiving certain rights under Progress Energy Inc.s

Management Change-in-Control Plan and their employment agreements filed

as Exhibit 10.1 to the Current Report on Form 8-K dated January 82011

File No 1-15929

10.84 Deferred Compensation Plan for Key Management Employees of Progress

Energy Inc amended and restated effective July 13 2011 filed as Exhibit

10a to Quarterly Report on Form 10-Q for the period ended September 30

2011 File No 1-15929 1-3382 and 1-3274

10.85 Executive and Key Manager 2009 Performance Share Sub-Plan Exhibit to

2007 Equity Incentive Plan amended and restated effective July 12 2011

filed as Exhibit 10b to Qu.orterly Report on Form 10-Q for the period ended

September 30 2011 File 1-15929 1-3382 and 1-3274

10.86 Amended Management lncmntive Compensation Plan of Progress Energy Inc

amended and restated effective July 12 2011 filed as Exhibit 10c to Quarterly

Report on Form 10-Q for the period ended September 30 2011

File No 1-15929 1-3382 and 1-3274

10.87 Progress Energy Inc Management Change-in-Control Plan amended and

restated effective July 13 2011 filed as Exhibit 10d to Quarterly Report on

Form 10-Q for the period ended September 30 2011 File No 1-15929 1-3382

and 1-3274

10.88 Progress Energy Inc Amenied and Restated Management Deferred

Compensation Plan revised and restated effective July 12 2011

filed as Exhibit 10e to Quarterly Report on Form 10-Q for the period ended

September 30 2011 File No 1-15929 1-3382 and 1-3274

10.89 Progress Energy Inc Non-Employee Director Deferred Compensation Plan

amended and restated effeotive July 13 2011 filed as Exhibit 10f to Quarterly

Report on Form 10-a for the period ended September 30 2011

File No 1-15929 1-3382 and 1-3274
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Exhibit
Duke Energy Progress Energy Energy Energy Energy

Number Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

10.90 Progress Energy Inc Non-Employee
Director Stock Unit Plan amended and

restated effective July 13 2011 filed as Evhibit 10g to Quarterly Report on

Form 10-0 for the period ended September 3D 2011 File No 1-15929 1-3382

and 1-3274

10.91 Amended and Restated Progress Energy Inc Restoration Retirement Plan

amended and restated effective July 13 2011 tiled as Eohibit 10h to Quarterly

Report on Farm 10-0 for the period ended September 30 2011

File No 1-15929 1-3382 and 1-3274

10.92 Amended and Restated Supplemental Senior Evecotive Retirement Plan at

Progress Energy Inc amended and restated effective July 13 2011

ffiled as Enhibit 100 to Quarterly Report on Form 10-0 for the period ended

September 30 2011 File No 1-15929 1-3382 and 1-3274

10.93 Form ot Progress Energy Inc Restricted Stock Unit Award Agreement

Graded Vesting effective September 15 2011

10.94 Form of Progress Energy Inc Restricted Stack Unit Award Agreemeet

Cliff Vesting effective September 15 2011

10.95 First Amendment to the Progress Energy Inc Amended and Restated

Management Deterred Compensation Plan effective December 14 2011

10951 Second Amendment to the Progress Energy Inc Managemeot Deterred

Compensation Plan as amended and restated effective July 12 2012

10.96 First Amendment to the Progress Energy Inc Amended Management Incentive

Compeesation Plan effective December 14 2011

10.96.1 Second Amendment to the Progress Energy Inc Amended Management

Incentive Compensation Plan effective as of January 12013

10.97 Precedent and Related Agreements among Florida Power Corporation d/b/a

Progress Energy Florida Inc PEF Southern Natural Gas Company Florida Gas

Transmission Company TOT and BC LNC Services LLC BC including

Precedent Agreement by and between Southern Natural Gas Company and

PEF dated December 2004

Gas Sale and Purchase Contract between BC and PEE dated

December 2004

Interim Firm Transportation Service Agreement by and between FCT and PEE

dated December 2004

Letter Agreement between FCT and PEE dated December 2004 and Firm

Transportation
Service Agreement by and between FCT and PEF to be entered

into upon
satisfaction ot certain conditions precedent

Discount Agreement between FCT and PEE dated December 2004

Amendment to Gas Sale and Purchase Contract between BC and PEE dated

January 28 2005 and

Letter Agreement between FCT and PEF dated January 31 2005 tiled

as Enhibit 10.1 to Current Report on Form 8-WA filed March 15 2005

Confidential treatment has been requested for porbons of this echibit These

portions have been omitted from the above-referenced Current Report and

submitted separately to the SEC

10.98 Engineering Procurement and Construction Agreement dated as of

December 31 2008 between Florida Power Corporabon d/b/a/ Progress Energy

Florida Inc as owner and consortium consisting of Westinghouse Electric

Company LLC and Stone Webster Inc as contractor for two-unit AP1000

Nuclear Power Plant filed as Evhibit 10.1 to Current Report on Form 8-K filed

on March 2009 The Registrants
have requested confidential treatment

far certain portions of this enhibit pursuant to an applicahon for confidential

treatment submitted to the SEC These portions have been omitted from the

above-referenced Current Report and submitted separately to the SEC
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Exhibit Duke Energy Progress Energy Energy Energy Energy

Number
Energy Carolinas Energy Inc Carolinas Florida Ohio Indiana

12.1 Computation of Ratio of Earnings to Fixed Charges DUKE ENERGY

CORPORATION

12.2 Computation of Ratio of Earnings to Fined Charges DUKE ENERGY

CAROLINAS

12.3 Computahon of Ratio of Earnings to Fixed Charges PROGRESS ENERG INC

12.4 Computation of Ratio of Earnings to Fixed Charges PROGRESS ENERGY

CAROLINAS INC

12.5 Computatinn of Ratin of Earnings to Fixed Charges PROGRESS ENERGY

FLORIDA INC

12.6
Computation of Ratio of Eanings to Fixed Charges DUKE ENERGY OHIO

127 Computation of Raho of Earnings to Fixed Charges DUKE ENERGY INDIANA

21 List of Subsidiaries

23.1.1 Consent of Independent Registered Public Accounhng Firm

23.1.2 Consent of Independent Registered Public
Accounting Firm

23.1.3 Consent of Independent Registered Public Accounhng Firm

23.1.4 Consent of Independent Registered Public Accuunting Firm

23.1.5 Consent of Independent Registered Public Acconnhng Firm

23.1.6 Consent of Independent Reistered Public Accounting Firm

23.1.7 Consent of Independent Reistered Public Acconnhng Firm

24.1 Power of attorney authorizing Lynn Good and others to sign the annual report

on behalf of the registrant nd certain of its directors and officers

24.2 Certified
copy

xf resolution xf the Board of Directors of the registrant authorizing

power of attorney

31.1.1 Certification of the Chief Executive Officer Pursuant to Sechon 302 of the

Sarbanes-Doley Act of 2002

31.1.2 Certification of the Chief Executive Officer Pursuant to Section 302 nf the

Sarbanes-Duley Act of 2002

31.1.3 Certification of the Chief Eoecuhve Officer Pxrsuant to Section 302 of the

Sarbanes-Duley Act of 2002

31.1.4 Certificahon of the Chief Execuhve Officer Pursuant to Sechon 302 of the

Sarbanes-Duley Act of 2002

31.1.5 Certification of the Chief Executive Officer Pursuant to Section 302 of the

Sarbanes-Oxley Act of 2002

31.1.6 Certificahnn of the Chief Executive Officer Pursuant to Sechon 302 of the

Sarbanes-Goley Act of 2002

31.1.7 Certification of the Chief Executive Officer Pursuant to Section 302 of the

Sarbanes-Doley Act of 2002

31.2.1 Certification of the Chief Financial Officer Pursuant to Section 302 of the

Sarbanes-Onley Act of 2002

31.2.2 Certification ot the Chief Financial Officer Pursuant to Section 302 of the

Sarbanes-Ouley Act of 2002

31.2.3 Certification of the Chief Financial Officer Pursuant to Section 302 of the

Sarbanes-Oxley Act of 2002

31.2.4 Certification of the Chief Financial Officer Pursuant to Sechon 302 of the

Sarbanes-Oxley Act of 2002
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Certification of fhe Chief Financial Officer Porsoaof to Section 302 of the

Sarbanes-Ouley Act of 2002

31.2.6 Certification of the Chief Finaocial Officer Porsoant to Section 302 of fhe

Sarbanes-Onley Act of 2002

31.2.1 Certification of the Chief Financial Officer Pursuant to Section 302 of fhe

Sarbanes-Ouley Act of 2002

32.1.1 Certification Pursoant to 18 U.S.C Section 1350 as Adopted Porsuant to

Section 906 of the Sarbanes-Onley Act of 2002

32.1.2 Certification Pursuant to 18 U.S.C Section 1350 as Adapted Pursuant to

Section 906 at the Sarbanes-Ouley Act of 2002

32.1.3 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Ouley Act of 2002

32.1.4 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarhanes-Ouley Act at 2002

32.1.5 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Ouley Act of 2002

32.1.6 Certiticatinn Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Ouley Act of 2002

32.1.7 Certification Pursuant to 18 U.S.C Section 1350 as Adapted Pursuant to

Section 906 nt the Sarbanes-Onley Act of 2002

32.2.1 Certificatinn Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Sechon 906 at the Sarbanes-Ouley Act of 2002

32.2.2 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 at the Sarbanes-Ouley Act nt 2002

32.2.3 Certification Pursuant to 18 U.S.C Sechon 1350 as Adopted Pursuant to

Section 906 at the Sarbanes-Ouley Act at 2002

32.2.4 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Ouley Act at 2002

32.2.5 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Onley Act of 2002

32.2.6 Certification Pursuant to 18 U.S.C Section 1350 as Adopted Pursuant to

Section 906 of the Sarbanes-Onley Act of 2002

32.2.7 Certification Pursuant to 18 U.S.C Section 1350 as Adapted Pursuant to

Section 906 of the
Sarbanes-Ouley Act of 2002

XBRL Instance Oucument

XBRL Taunnomy Euteosion Schema Oocument

XBRL Taounomy Calculation Linkbase Oncument

XBRL laounomy Label Linkbase Oocument

XBRL Tauonomy Presentation Linkbase Oucumeot

XBRL Taunnumy Oefinition Linkbase Oncument

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 consolidated basis The
registrant agrees upon request of the Securities and Exchange

Commission SEC to furnish copies of any or all of such instruments to it

Exhibit

Number

31.2.5

Duke Progress Progress Duke Duke

Duke Energy Progress Energy Energy Energy Energy

Energy Carolinas Energy Inc Carolinas Florida Dbio Indiana

101155

1O1SCH

101 CAL

1O1B

1Q1PRE

101 DEE
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Investor Information

Annual Meeting

The 2013 Annual Meeting of Duke Energy Shareholders will be

Date Thursday May 2013

10 am

0.J Miller Auditorium

Energy Center

526 South Church Street

Charlotte NC 28202

Shareholder Services

Shareholders may call 800-488-3853 or 704-382-3853

with questions about their stock accounts legal
transfer

requirements address changes replacement dividend checks

replacement of lost certificates or other services Additionally

registered
shareholders can view their account online through

DIJK-Online available at duke-energy.com Send written

requests to

Investor Relations

Duke Energy

P.O Box 1005

Charlotte NC 28201-1005

For electronic correspondence visit

duke-energy.com/investors/contactlR

Stock Exchange Listing

Duke Energys common stock is listed on the New York

Stock Exchange The companys common stock trading

symbol is DUK

Website Addresses

Corporate home page duke-energy.com

Investor Relations duke-energy.com/investors

InvestorDirect Choice Plan

The InvestorDirect Choice Plan provides simple and convenient

way to purchase common stock directly through the company

without incurring brokerage fees Purchases may be made

weekly Bank drafts for monthly purchases as well as

safekeeping option for depositing certificates into the plan

are available

The plan also provides for full reinvestment direct deposit

or cash payment of portion
of the dividends Additionally

participants may register for DUK-Online our online account

management service

Financial Publications

Duke Energys Annual Report and related financial publications

can be found on our website at duke-energy.com/investors

Printed copies are also available free of charge upon request

Duplicate Mailings

If your shares are registered
in different accounts you may receive

duplicate mailings of annual reports proxy statements and other

shareholder information Call Investor Relations for instructions on

eliminating duplications or combining your accounts

Transfer Agent and Registrar

Duke Energy maintains shareholder records and acts as transfer

agent and registrar for the companys common stock

Dividend Payment

Duke Energy has paid quarterly cash dividends on its common

stock for 86 consecutive years For the remainder of 2013

dividends on common stock are expected to be paid subject

to declaration by the Board of Directors on March 18 June 17

September 16 and December 16

Bond Trustee

If you have questions regarding your bond account

call 800-254-2826 or write to

The Bank of New York Mellon

Global Trust Services

101 Barclay Street 21st Floor

New York NY 10286

Send Us Feedback

We welcome your opinion on this annual report Please visit

duke-energy.com/investors where you can view and provide

feedback on both the print
and online versions of this report

Or contact Investor Relations directly Duke Energy is an equal

opportunity employer This
report

is published solely to inform

shareholders and is not to be considered an offer or the

solicitation of an offer to buy or sell securities

JJ3
MIX

L_
Products with Mixed Sources label support the development ot responsible torest management

worldwide The wood comes from Forest Stewardship CourciI FSCl-certified weIl-maraged

forests company-controlled sources and/or recyclod material This annual report is printed on

paper manufactured with energy generated from renewable sources

Time
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