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NOTES TO FINANCIAL STATEMENTS (Continued)

Available-for-
Sale Auction Available-for-

Rate Sale NDTF Derivatives
Securities Investments (net) Total
Year Ended December 31,2010
Balance at January 1, 2010 $ 198 $ - $ 25 % 223
Total pre-tax realized and unrealized losses included
in earnings:
Revenue, non-regulated electric, natural gas,
and other - - (45) (45)
Fuelused in electric generation and purchased
power-non-regulated - - (13) (13)
Total pre-tax gains (losses) included in other
comprehensive income:
Gains on available for sale securities and other 22 - - 22
Losses on commodity cash flow hedges - - @) @))]
Net purchases, sales, issuances and settlements (102) 45 3) (60)
Total gains included on the Consolidated Balance
Sheet as regulatory asset or liability or as non-current
liability - 2 18 20
Balance at December 31,2010 $ 118 $ 47 $ (19) $ 146
Pre-taxamounts included in the Consolidated Statements of
Operations related to Level 3 measurements outstanding at
December 31, 2010:
Revenue, non-regulated electric, natural gas, and other $ - $ - $ 1 $ 1
Total $ - $ - $ 1 $ 1
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NOTES TO FINANCIAL STATEMENTS (Continued)

Available-for-

Sale Auction Available-for-

Rate Sale NDTF Derivatives
Securities Investments (net) Total
Year Ended December 31,2009
Balance at January 1, 2009 $ 224§ - $ 34 % 258
Total pre-taxrealized or unrealized (losses) gains
included in earnings:
Revenue, non-regulated electric, natural gas,
and other - - 5) 5)
Fuelused in electric generation and purchased
power-non-regulated - - 16 16
Total pre-tax (losses) gains included in other
comprehensive income:
Losses on available for sale securities and other (10) - - (10)
Gains on commodity cash flow hedges - - 1 1
Net purchases, sales, issuances and settlements (16) - (7) (23)
Total losses included on the Consolidated Balance
Sheet as regulatory asset or liability or as non-current
liability - - (14) (14)
Balance at December 31, 2009 $ 198 $ - $ 25 $ 223
Pre-taxamounts included in the Consolidated Statements of
Operations related to Level 3 measurements outstanding at
December 31, 2009:
Revenue, non-regulated electric, natural gas, and
other $ - $ - $ (14) $ (14)
Fuelused in electric generation and purchased power-
non-regulated - - (12) (12)
Total $ - $ - $ (26) $ (26)
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NOTES TO FINANCIAL STATEMENTS (Continued)

Duke Energy Carolinas

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy
Carolinas’ Consolidated Balance Sheets at fair value at December 31, 2011 and December 31, 2010. Amounts presented

in the tables below exclude cash collateral amounts.

Total Fair Value
Amounts at
December 31,

(in millions) 2011 Level 1 Level 2 Level 3

Description

Investments in available-for-sale auction rate securities ™ $ 12 3 - $ - $ 12

Nuclear decommissioning trust fund equity securities 1,337 1,285 46 6

Nuclear decommissioning trust fund debt securities 723 109 567 47

Derivative assets® 1 - 1 -
Total assets $ 2,073 $ 1,394 $ 614 $ 65

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

(b) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated

Balance Sheets.

Total Fair Value
Amounts at
December 31,

(in millions) 2010 Level 1 Level 2 Level 3
Description
Investments in available-for-sale auction rate securities"” $ 12 $ - $ - $ 12
Nuclear decommissioning trust fund equity securities 1,365 1,313 46 6
Nuclear decommissioning trust fund debt securities 649 35 573 41
Derivative assets"" 62 1 61 -
Total assets 2,088 1,349 680 59
Derivative liabilities (1) (1) - -
Net assets $ 2,087 $ 1,348 $ 680 $ 59

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

(b) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated

Balance Sheets.

(¢) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the

Consolidated Balance Sheets.
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NOTES TO FINANCIAL STATEMENTS (Continued)

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

Rollforward of Level 3 Measurements

Available-for-

Sale Auction

Available-for-

Rate Sale NDTF
(in millions) Securities Investments Total
Year Ended December 31, 2011
Balance at January 1, 2011 $12 $47 $ 59
Net purchases, sales, issuances and settlements:
Purchases - 8 8
Sales 3) (3)
Total gains included on the Consolidated
Balance Sheet as regulatory asset or lability - 1 1
Balance at December 31, 2011 $12 $53 $ 65
Available-for-
Sale Auction Available-for-
Rate Sale NDTF
(in millions) Securities Investments Total
Year Ended December 31, 2010
Balance at January 1,2010 $66 $- $ 66
Total pre-tax gains included in other
comprehensive income
Gains on available for sale securities and
other 12 - 12
Net purchses, sales, inssurances and settlements (66) 45 21)
Total gains included on the Consolidated
Balance Sheet as regulatory asset or liability - 2 2
Balance at December 31,2010 $12 $ 47 $ 59
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NOTES TO FINANCIAL STATEMENTS (Continued)

Available-for-Sale
Auction Rate
(in millions) Securities

Year Ended December 31, 2009

Balance at January 1, 2009 $ 72
Total pre-tax unrealized losses included in Other Comprehensive income:
Losses on available for sale securities and other (6)
Balance at December 31, 2009 $ 66
Duke Energy Ohio

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy
Ohio’s Consolidated Balance Sheets at fair value at December 31, 2011 and December 31, 2010. Amounts presented in
the tables below exclude cash collateral amounts which are disclosed separately in Note 14.

Total Fair Value
Amounts at

December 31,
(in millions) 2011 Level 1 Level 2 Level 3
Description
Derivative assets'” $ 56 $ 42 $ 5 $ 9
Derivative liabilities"” (30) (10) (8) (12)
Net Assets $ 26 $ 32 $ 3 $ 3

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

(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the
Consolidated Balance Sheets.
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Total Fair Value
Amounts at
December 31,

(in millions) 2010 Level 1 Level 2 Level 3

Description

Derivative assets"” $ 59 $ 20 $ 6 $ 33

Derivative liabilities"” (32) (7 (5) (20)
Net Assets $ 27 $ 13 $ 1 $ 13

(a) Included in Other within Current Assets and Other within Investments and Other Assets on the Consolidated

Balance Sheets.
(b) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the
Consolidated Balance Sheets.

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

Rollforward of Level 3 Measurements

Derivatives
(net)
Year Ended December 31,2011
Balance at January 1, 2011 $ 13
Total pre-tax realized and unrealized losses included in earnings:
Revenue, non-regulated electric and other 4
Net purchases, sales, issuances and settlements:
Settlements (14)
Total gains included on the Consolidated Balance Sheet as regulatory asset or
liability or as non-current liability 2
Balance at December 31, 2011 $ 3)

There were insignificant amounts included in the Consolidated Statements of Operations related to Level 3
measurements outstanding at December 31, 2011.
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Derivatives
(net)
Year Ended December 31,2010
Balance at January 1,2010
Total pre-tax realized and unrealized gains (losses) included in earnings: $ 7
Revenue, non-regulated electric and other 8
Fuelused in electric generation and purchased power-non-regulated (12)
Total pre-tax losses included in other comprehensive income
Losses on commodity cash flow hedges H
Net purchases, sales, issuances and settlements 8
Total gains included on the Consolidated Balance Sheet as regulatory asset or
liability or as non-current lability 3
Balance at December 31, 2010 $ 13
Year Ended December 31, 2010
Balance at January 1, 2010 $ 4
Net purchases, sales, issuances and settlements (15)
Total gains included on the Consolidated Balance Sheet as
regulatory asset or liability or as current or non-current liability 15
Balance at December 31, 2010 $ 4
Year Ended December 31,2009
Balance at January 1, 2009 $§ 10
Net purchases, sales, issuances and settlements 9
Total gains included on the Consolidated Balance Sheet as
regulatory asset or liability or as current or non-current liability 3
Balance at December 31, 2009 $ 4
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NOTES TO FINANCIAL STATEMENTS (Continued)

Duke Energy Indiana

The following tables provide the fair value measurement amounts for assets and liabilities recorded on Duke Energy
Indiana’s Consolidated Balance Sheets at fair value at December 31, 2011 and December 31, 2010. Amounts presented in

the tables below exclude cash collateral

(in millions)

Description

Available-for-sale equity securitics

Available-for-sale debt securities®

e b
Derivative assets( )

Total Assets

Derivative liabilities'

Net Assets

(a)
(b)
(©)

Consolidated Balance Sheets.

(in millions)

Description

Available-for-sale equity securities™

Available-for-sale debt securities

Derivative assets(b)

Total Assets
Derivative liabilities(c)
Net Assets

amounts.

Total Fair Value
Amounts at

December 31,
2011 Level 1 Level 2 Level 3
@ $ 46 $ 46 $ - $ -
28 - 28 -
4 - - 4
78 46 28 4
(69) @)) (68) -
$ 9 $ 45 $ 40) $ 4

Total Fair Value
Amounts at
December 31,

Included in Other within Investments and Other Assets on the Consolidated Balance Sheets.
Included in Other within Current Assets on the Consolidated Balance Sheets.
Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the

2010 Levell Level 2 Level 3
’ $ 47 $ 47 $ - $ -
(®) 26 - 26 -
4 - - 4
77 47 26 4
@) : ) -
$ 75 $ 47 $ 24 $ 4
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(a) Included in Other within Investments and Other Assets on the Consolidated Balance Sheets.

(b) Included in Other within Current Assets on the Consolidated Balance Sheets.

(c¢) Included in Other within Current Liabilities and Other within Deferred Credits and Other Liabilities on the

Consolidated Balance Sheets.

Rollforward of Level 3 measurements

(in millions)

Year Ended December 31, 2011
Balance at January 1, 2011
Total pre-tax realized or unrealized gains included in earnings:
Revenue, regulated electric®
Net purchases, sales, issuances and settlements:
Purchases®
Settlements
Total losses included on the Consolidated Balance Sheet as
regulatory asset or liability or as current or non-current liability

Balance at December 31, 2011

(a) Amounts relate to financial transmission rights.
(in millions)

Year Ended December 31,2010

Balance at January 1, 2010
Net purchases, sales, issuances and settlements
Total gains included on the Consolidated Balance Sheet as
regulatory asset or liability or as current or non-current liability

Balance at December 31, 2010

Year Ended December 31,2009

Balance at January 1, 2009
Net purchases, sales, issuances and settlements
Total gains included on the Consolidated Balance Sheet as
regulatory asset or liability or as current or non-current liability

Balance at December 31, 2009

Derivatives
(net)

$ 4

14

8

(21)

@))

$ 4

Derivatives

(net)
$ 4
(15)
15
$ 4
$ 10
©))
3
$ 4
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NOTES TO FINANCIAL STATEMENTS (Continued)

Additional Fair Value Disclosures — Long-term debt:

The fair value of financial instruments, excluding financial assets and certain financial liabilities included in the
scope of the accounting guidance for fair value measurements disclosed in the tables above, is summarized in the
following table. Judgment is required in interpreting market data to develop the estimates of fair value. Accordingly, the
estimates determined as of December 31, 2011 and 2010 are not necessarily indicative of the amounts the Duke Energy
Registrants could have settled in current markets.

As of December 31,2011

Duke Energy Duke Energy Carolinas Duke Energy Ohio Duke Energy Indiana
Book Approximate Book Approximate Approximate Approximate
(in millions) Value Fair Value Value” Fair Value Book Value Fair Value Book Value Fair Value

Long-term debt,
including current

aturiti
maturities $ 20573 § 23053 $§ 9274 § 10629 $ 2555 $ 2688 § 3459 § 4,048

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

As of December 31,2010

Duke Energy Duke Energy Carolinas Duke Energy Ohio Duke Energy Indiana
Approximate Approximate Approximate Approximate
(in millions) Book Value Fair Value Book Value Fair Value Book Value Fair Value Book Value Fair Value

Long-term debt,
including current

turiti
maturities (a) $ 18210 $ 1948 $ 7770 $ 8376 $ 2564 $ 2614 $ 3472 $ 3746

a)  Includes Non-recourse long-term debt of variable interest entities of $976 million for Duke Energy and $300
million for Duke Energy Carolinas.

At both December 31, 2011 and December 31, 2010, the fair value of cash and cash equivalents, accounts and notes
receivable, accounts and notes payable and commercial paper, as well as restricted funds held in trust at Duke Energy
Ohio, are not materially different from their carrying amounts because of the short-term nature of these instruments
and/or because the stated rates approximate market rates.

See Note 21 for disclosure of fair value measurements for investments that support Duke Energy’s qualified,
non-qualified and other post-retirement benefit plans.
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NOTES TO FINANCIAL STATEMENTS (Continued)

16. 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. 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. All other
investments in debt and equity securities are classified as available-for-sale securities, which are also reported at fair
value on the Consolidated Balance Sheets with unrealized gains and losses excluded from earnings and reported either as
a regulatory asset or liability, as discussed further below, or as a component of other comprehensive income until
realized.

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

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

The investments within the Duke Energy Carolinas NDTF and the Duke Energy Indiana grantor trust are managed by
independent investment managers with discretion to buy, sell and invest pursuant to the objectives set forth by the trust
agreements. Therefore, Duke Energy Carolinas 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 manager, the ability to hold investments in unrealized loss positions is outside the control of Duke Energy
Carolinas and Duke Energy Indiana. Accordingly, all unrealized losses associated with equity securities within the Duke
Energy Carolinas NDTF and the Duke Energy Indiana grantor trust are considered other-than-temporary and are
recognized immediately when the fair value of individual investments is less than the cost basis of the investment.
Pursuant to regulatory accounting, substantially all unrealized losses associated with investments in debt and equity
securities within the Duke Energy Carolinas NDTF or the Duke Energy Indiana grantor trust are deferred as a regulatory
asset, thus there is no immediate impact on the earnings of Duke Energy Carolinas and Duke Energy Indiana as a result of
any other-than-temporary impairments that would otherwise be required to be recognized in earnings.

For investments in debt and equity securities held in the captive insurance 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, at which time 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 Duke Energy Carolinas NDTF and the Duke Energy Indiana grantor
trust, which are discussed separately above, Duke Energy analyzes all investment holdings each reporting period to
determine whether a decline in fair value should be considered other-than-temporary. Criteria used to evaluate whether an
impairment associated with equity securities is other-than-temporary includes, but is not limited to, the length of time
over which the market value has been lower than the cost basis of the investment, the percentage decline compared to the
cost of the investment and management’s intent and ability to retain its investment in the issuer for a period of time
sufficient to allow for any anticipated recovery in market value. If a decline in fair value is determined to be
other-than-temporary, the investment is written down to its fair value through a charge to earnings.
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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 not that management will be required to
sell the debt security before the recovery of its cost basis, the impairment write-down to fair value would be recorded as a
component of other comprehensive income, except for when it is determined that a credit loss exists. In determining
whether a credit loss exists, management considers, among other things, the length of time and the extent to which the
fair value has been less than the amortized cost basis, changes in the financial condition of the issuer of the security, or in
the case of an asset backed security, the financial condition of the underlying loan obligors, consideration of underlying
collateral and guarantees of amounts by government entities, ability of the issuer of the security to make scheduled
interest or principal payments and any changes to the rating of the security by rating agencies. If it is determined that a
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. Since management believes, based on consideration of the criteria above, that no credit loss
exists as of December 31, 2011 and 2010, and 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 concluded that there were no other-than-temporary
impairments necessary as of December 31,2011 and 2010. Accordingly, all changes in the market value of investments in
auction rate debt securities, captive insurance investments, and foreign operation investments were reflected as a
component of other comprehensive income in 2011 and 2010. See Note 15 for additional information related to fair value
measurements for investments in auction rate debt securities.

Management will continue to monitor the carrying value of its entire portfolio of investments in the future to
determine if any additional other-than-temporary impairment losses should be recorded.

Investments in debt and equity securities are classified as either short-term investments or long-term investments
based on management’s intent and ability to sell these securities, taking into consideration liquidity factors in the current
markets with respect to certain short-term investments that have historically provided for a high degree of liquidity, such
as investments in auction rate debt securities.

Short-term investments.

During the year ended December 31, 2011, Duke Energy purchased $190 million of corporate debt securities using
excess cash from its foreign operations. These investments are classified as Short-Term Investments on the balance sheet
and are available for current operations of Duke Energy’s foreign business. During the year ended December 31, 2011,
Duke Energy received proceeds on sales of auction rate securities of approximately $59 million (par value). During the
year ended December 31 2010, there were no purchases or sales of short-term investments.

Long-term investments.

Duke Energy classifies its investments in debt and equity securities held in the Duke Energy Carolinas NDTF (see
Note 15 for further information), the Duke Energy Indiana grantor trust and the captive insurance investment portfolio as
long term. Additionally, Duke Energy has classified $71 million carrying value ($89 million par value) and $118 million
carrying value ($149 million par value) of investments in auction rate debt securities as long-term at December 31, 2011
and 2010, respectively, due to market illiquidity factors as a result of continued failed auctions. All of these investments
are classified as available-for-sale and, therefore, are reflected on the Consolidated Balance Sheets at estimated fair value
based on either quoted market prices or management’s best estimate of fair value based on expected future cash flow
using appropriate risk-adjusted discount rates. Since management does not intend to use these investments in current
operations, these investments are classified as long term.
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The cost of securities is determined using the specific identification method.
The estimated fair values of investments classified as available-for-sale are as follows (in millions):

Duke Energy
December 31,2011 December 31,2010
Gross Gross Gross Gross
Unrealized Unrealized Unrealized Unrealized

Holding Holding Estimated Holding Holding Estimated
Gains® Losses™  Fair Value Gains"” Losses  Fair Value

Short-term Investments $ - $ - $ 190 $ - $ - $ -

Total short-term investments $ - $ - $ 190 $ - $ - $ -
Equity Securities $ 448 $ (18) $ 1,397 $ 481 $ (16) $ 1,435
Corporate Debt Securities 9 3) 256 12 3) 270
Municipal Bonds 3 - 79 1 ) 69
U.S. Government Bonds 17 - 327 10 (1) 235
Auction Rate Debt Securities - 17) 71 - 31 118
Other 6 4) 229 11 (5) 274
Total long-term investments $ 483 $ 42) $ 2,359 $ 515§ (65) $ 2,401

(a) The table above includes unrealized gains and losses of $473 million and $22 million, respectively, at
December 31, 2011 and unrealized gains and losses of $505 million and $32 million, respectively, at December 31,
2010 associated with investments held in the Duke Energy Carolinas NDTF. Additionally, the table above includes
unrealized gains of $6 million and $1 million of unrealized losses at December 31, 2011, and unrealized gains of $6
million and an insignificant amount of unrealized losses, at December 31, 2010 associated with investments held in
the Duke Energy Indiana grantor trust. As discussed above, unrealized losses on investments within the NDTF and
Duke Energy Indiana grantor trust are deferred as a regulatory asset pursuant to regulatory accounting treatment.

For the years ended December 31, 2011 and 2009, a pre-tax gain of $6 million and $7 million, respectively were
reclassified out of AOCI into earnings. There were no reclassifications out of AOCI into earnings for the year ended
December 31, 2010.

Debt securities held at December 31, 2011, which excludes auction rate securities based on the stated maturity date,
mature as follows: $141 million in less than one year, $318 million in one to five years, $240 million in six to 10 years
and $381 million thereafter.

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized
loss position for which other-than-temporary impairment losses have not been recorded in the Consolidated Statement of
Operations, summarized by investment type and length of time that the securities have been in a continuous loss position,
are presented in the table below as of December 31, 2011 and 2010.
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Equity Securities
Corporate Debt Securities
Municipal Bonds

U.S. Government Bonds

Auction Rate Debt Securities(b)
Other

Total long-term investments

(a)

December 31,2011 December 31,2010
Unrealized Unrealized Unrealized Unrealized
Estimated Loss Loss Estimated Loss Loss
Fair Value Position > Position < Fair Value Position > Position <
(a) 12 Months 12 Months (a) 12 Months 12 Months
$ 123 6) $ (12) $ 85 (11) 3 (5)
258 (2) (1) 73 2) 2)
3 - - 42 (8) (1)
8 - - 38 - (1)
71 (17) - 118 (31) -
121 - (4) 84 (1) (3)
5 584§ (25) $ an s 440 $ (53) § (12)

The table above includes fair values of $289 million and $226 million at December 31, 2011 and December 31,

2010, respectively, associated with investments held in the Duke Energy Carolinas NDTF. Additionally, the table
above includes fair values of $11 million and $5 million at December 31, 2011 and December 31, 2010,
respectively, associated with investments held in the Duke Energy Indiana grantor trust.

(b)

Duke Energy Carolinas

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

Total long-term investments

December 31,2011

See Note 15 for information about fair value measurements related to investments in auction rate debt securities.

December 31,2010

Gross Gross Gross Gross

Unrealized Unrealized Unrealized Unrealized
Holding Holding Estimated Holding Holding Estimated
Gains Losses Fair Value Gains Losses Fair Value
$ 443 § (16) $ 1,337 $ 475 % (16) $ 1,365
8 ) 205 10 3) 227
2 - 51 1 9) 43
16 - 306 10 - 224
- 3) 12 - 3) 12
4 (4) 161 9 (4) 155
$ 473 § 25) $ 2,072 $ 505 $ (35) $ 2,026
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NOTES TO FINANCIAL STATEMENTS (Continued)

Debt securities held at December 31, 2011, which excludes auction rate securities based on the stated maturity date,
mature as follows: $65 million in less than one year, $144 million in one to five years, $205 million in six to 10 years and

$309 million thereafter.

The fair values and gross unrealized losses of 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 in the Consolidated Statement of
Operations, summarized by investment type and length of time that the securities have been in a continuous loss position,
are presented in the table below as of December 31,2011 and December 31, 2010.

December 31,2011

December 31,2010

Unrealized Unrealized Unrealized Unrealized
Loss Loss Loss Loss
Estimated Position > Position < Estimated Position > Position <
Fair Value 12 Months 12 Months Fair Value 12 Months 12 Months
Equity Securities $ 111 4 $ (12) $ 79 (11) $ (5)
Corporate Debt Securities 57 (D) (1) 59 2) (D)
Municipal Bonds - - - 28 (8) (1)
U.S. Government Bonds 8 - - 33 - -
Auction Rate Debt Securities” 12 3) - 12 3) -
Other 113 (1) (3) 27 (1) (3)
Total long-term investments $ 301 $ 9 $ (16) $ 238 $ (25) $ (10)
(a) See Note 15 for information about fair value measurements related to investments in auction rate debt securities.
Duke Energy Indiana
December 31,2011 December 31,2010
Gross Gross Gross Gross
Unrealized Unrealized Unrealized Unrealized
Holding Holding Estimated Holding Holding Estimated
Gains Losses Fair Value Gains Losses Fair Value
Equity Securities $ 5 % (1 $ 46 $ 6 $ - $ 47
Municipal Bonds 1 - 28 - - 26
Totallong-term investments § 6 $ (1 $ 74 $ 6 § - $ 73

Debt securities held at December 31, 2011 mature as follows: $1 million in less than one year, $20 million in one to
five years, $6 million in six to 10 years and $1 million thereafter.

The fair values and gross unrealized losses of available-for-sale debt and equity securities which are in an unrealized
loss position for which other-than-temporary impairment losses have not been recorded in the Consolidated Statement of
Operations, summarized by investment type and length of time that the securities have been in a continuous loss position,
are presented in the table below as of December 31, 2011 and December 31, 2010.
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Equity Securities
Municipal Bonds
Total long-term investments

December 31,2011

December 31,2010

Unrealized Unrealized

Unrealized Unrealized

Loss Loss Loss Loss
Position > Position < Position > Position <
Fair Value 12 Months 12 Months Fair Value 12 Months 12 Months
$ g8 $ - $ (D $ - $ - $ -
3 - - 14 - -
$ 113 - S 1 s 14§ - 8 -
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17. VARIABLE INTEREST ENTITIES

VIE is an entity that is evaluated for consolidation using more than a simple analysis of voting control. The analysis
to determine whether an entity is a 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 a legal entity or upon the occurrence of an event requiring reevaluation,
such as a significant change in an entity’s assets or activities. If an entity is determined to be a VIE, a qualitative analysis
of control determines the party that consolidates a VIE based on what party has the power to direct the most significant
activities of the VIE that impact its economic performance as well as what party has rights to receive benefits or is
obligated to absorb losses that are significant to the VIE. The analysis of the party that consolidates a VIE is a continual
reassessment.

CONSOLIDATED VIEs

The table below shows the VIEs that Duke Energy and Duke Energy Carolinas consolidate and how these entities
impact Duke Energy’s and Duke Energy Carolinas’ respective Consolidated Balance Sheets. None of these entities is
consolidated by Duke Energy Ohio or Duke Energy Indiana.

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

[FERC FORM NO. 1 (ED. 12-88) Page 123.146




Name of Respondent This Report is: Date of Report |Year/Period of Report
(1) X An Original (Mo, Da, Yr)
Duke Energy Ohio, Inc. (2) __ A Resubmission /1 2011/Q4
NOTES TO FINANCIAL STATEMENTS (Continued)
Duke Energy
Duke Energy
Carolinas
Duke Energy
Receivables
Financing LLC
(in millions) (DERF) CRC CinCapV  Renewables Other Total
At December 31,2011
VIE Balance Sheets
Restricted Receivables of VIEs $ 581 § 547 $ 13 $ 13 3 9 1,157
Other Current Assets - - 2 124 8 134
Intangibles, net - - - 12 - 12
Restricted Other Assets of VIEs - - 65 10 60 135
Other Assets - - 14 36 - 50
Property, Plant and Equipment Cost, VIEs - - - 913 - 913
Less Accumulated Depreciation and

A mortization - - - (62) - (62)
Other Deferred Debits - - - 24 2 26
Total Assets 581 547 94 1,070 73 2,365
Accounts Payable - - - 1 1 2
Non-Recourse Notes Payable - 273 - - - 273
Taxes Accrued - - - 3 - 3
Current Maturities of Long-Term Debt - - 11 49 5 65
Other Current Liabilities - - 3 59 - 62
Non-Recourse Long-Term Debt 300 - 60 528 61 949
Deferred Income Taxes - - - 160 - 160
Asset Retirement Obligation - - - 13 - 13
Other Liabilities - - 13 37 - 50
Total Liabilities 300 273 87 850 67 1,577
Noncontrolling interests - - - - 1 1

Net Duke Energy Corporation

Shareholders’ Equity $ 281 $ 274§ 7 $ 220 % 5 % 787
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Duke Energy
Duke Energy
Carolinas
Duke Energy
Receivables
Financing LLC
(in millions) (DERF) CRC CinCapV Renewables Other Total
At December 31,2010
VIE Balance Sheets
Restricted Receivables of VIEs $ 637 $ 629 $ 12 8 20 % 4 1,302
Other Current Assets - - 4 282 8 294
Intangibles, net - - - 13 - 13
Restricted Other Assets of VIEs - - 76 2) 65 139
Other Assets - - 23 - - 23
Property, Plant and Equipment Cost, VIEs - - - 892 50 942
Less Accumulated Depreciation and
Amortization - - - (26) (29) (55)
Other Deferred Debits - - - 24 (3) 21
Total Assets 637 629 115 1,203 95 2,679
Accounts Payable - - - 2 2 4
Non-Recourse Notes Payable - 216 - - - 216
Taxes Accrued - - - 1 - 1
Current Maturities of Long-Term Debt - - 9 45 7 61
Other Current Liabilities - - 5 16 - 21
Non-Recourse Long-Term Debt 300 - 71 518 87 976
Deferred Income Taxes - - - 191 - 191
Asset Retirement Obligation - - - 12 - 12
Other Liabilities - - 22 4 - 26
Total Liabilities 300 216 107 789 96 1,508
Noncontrolling interests - - - - 1 1
Net Duke Energy Corporation
Shareholders’ Equity $ 337§ 413 § 8 414 $ 2) $ 1,170

DERF.

Duke Energy Carolinas securitizes certain accounts receivable through DERF, a bankruptcy remote, special purpose
subsidiary. DERF is a wholly-owned limited liability company of Duke Energy Carolinas with a separate legal existence
from its parent, and its assets are not intended to be generally available to creditors of Duke Energy Carolinas. As a result
of the securitization, on a daily basis Duke Energy Carolinas sells certain accounts receivable, arising from the sale of
electricity and/or related services as part of Duke Energy Carolinas’ franchised electric business, to DERF. In order to
fund its purchases of accounts receivable, DERF has a $300 million secured credit facility with a commercial paper
conduit, which expires in August 2013. 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.
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The obligations of DERF under the facility are non-recourse to Duke Energy Carolinas. Duke Energy and its
subsidiaries have no requirement to provide liquidity, purchase assets of DERF or guarantee performance. DERF is
considered a VIE because the equity capitalization is insufficient to support its operations. If deficiencies in the net worth
of DERF were to occur, those deficiencies would be cured through funding from Duke Energy Carolinas. In addition, the
most significant activity of DERF relates to the decisions made with respect to the management of delinquent receivables.
Since those decisions are made by Duke Energy Carolinas and any net worth deficiencies of DERF would be cured
through funding from Duke Energy Carolinas, Duke Energy Carolinas consolidates DERF.

CRC.

CRC was formed in order to secure low cost financing for Duke Energy Ohio, including Duke Energy Kentucky, and
Duke Energy Indiana. Duke Energy Ohio and Duke Energy Indiana sell on a revolving basis at a discount, nearly all of
their customer accounts receivable and related collections to 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 a facility managed by two unrelated third parties and the receivables are used as collateral for
commercial paper issued by the unrelated third parties. These loans provide the cash 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 a subordinated note from CRC (subordinated retained interest in the sold
receivables) for a portion of the purchase price (typically approximates 25% 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 the 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 interests held by Duke Energy Ohio and Duke
Energy Indiana. The discount on the receivables reflects interest expense plus an allowance for bad debts net of a
servicing fee charged by Duke 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 a minimum equity balance of $3 million. For the years ended December 31, 2011, 2010 and
2009, respectively, Duke Energy infused $6 million, $10 million and $11 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 October
2012. CRC is considered a VIE because the equity capitalization is insufficient to support its operations, the power to
direct the most significant activities of the entity are not performed by the equity holder, Cinergy, and deficiencies in the
net worth of CRC are not funded by 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 V.

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

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

These renewable energy facilities are VIEs due to power purchase agreements with terms that approximate the
expected life of the projects. These fixed price agreements effectively transfer the commodity price risk to the buyer of
the power. Duke Energy has consolidated these 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 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.

Other.

Duke Energy has other VIEs with restricted assets and non-recourse debt. These VIEs include certain on-site power
generation facilities. Duke Energy consolidates these particular on-site power generation entities because Duke Energy
has the power to direct the majority of the most significant activities, which, most notably involve the oversight of
operation and maintenance related activities that impact the economic performance of these entities.

During the second quarter of 2011, the customer for one of these on-site generation facilities canceled its contract. As
a result, the entity providing the on-site generation services no longer has any activity or assets, other than a receivable
with payments to be collected through 2017. As of December 31, 2011, Duke Energy no longer consolidates this entity.

NON-CONSOLIDATED VIEs

The table below shows the VIEs that the Duke Energy Registrants do not consolidate and how these entities impact
Duke Energy’s, Duke Energy Ohio’s and Duke Energy Indiana’s respective Consolidated Balance Sheets. As discussed
above, while Duke Energy consolidates CRC, Duke Energy Ohio and Duke Energy Indiana do not consolidate CRC as
they are not the primary beneficiary.
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Duke Energy
Duke Duke
Energy Energy
(in millions) DukeNet Renewables Other Total Ohio Indiana
At December 31,2011
Consolidated Balance Sheets
Receivables $ - $ - $ - $ - $ 129 $ 139
Investments in equity method
unconsolidated affiliates 129 81 25 235 - -
Intangibles - - 111 111 111 -
Total Assets 129 81 136 346 240 139
Other Current Liabilities - - 3 3 - -
Deferred Credits and Other Liabilities - - 18 18 - -
Total Liabilities - - 21 21 - -
Net Duke Energy Corporation
Shareholders’ Equity $ 129 § 81 § 115§ 325 $ 240 $ 139
Duke Energy
Duke Duke
Energy Energy
(in millions) DukeNet Renewables Other Total Ohio Indiana
AtDecember 31,2010
Consolidated Balance Sheets
Receivables $ - $ - $ - $ - $ 216 § 192
Investments in equity method
unconsolidated affiliates 137 95 23 255 - -
Intangibles - - 119 119 119 -
Total Assets 137 95 142 374 335 192
Other Current Liabilities - - 3 3 - -
Deferred Credits and Other Liabilities - - 28 28 - -
Total Liabilities - - 31 31 - -
Net Duke Energy Corporation
Shareholders’ Equity $ 137 $ 95 § 111§ 343§ 335§ 192

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

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 a subordinated note from CRC
for a portion of the purchase price (typically approximates 25% of the total proceeds). The subordinated note is a retained
interest (right to receive a specified portion of cash flows from the sold assets) and is classified within Receivables in
Duke Energy Ohio’s and Duke Energy Indiana’s Consolidated Balance Sheets at December 31, 2011 and 2010,
respectively. The retained interests reflected on the Consolidated Balance Sheets of Duke Energy Ohio and Duke Energy
Indiana approximate 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 a 10% and a 20% unfavorable variation
in credit losses or discount rates is not material due to the short turnover of receivables and historically low credit loss
history. Interest accrues to Duke Energy Ohio, Duke Energy Indiana and Duke Energy Kentucky on the retained interests
using the accretable yield method, which generally approximates the stated rate on the notes since the allocated basis and
the face value are nearly equivalent. 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 2011 and 2010 is detailed in the following table:

2011 2010
Duke Energy Ohio
Anticipated credit loss ratio 0.8% 0.8%
Discount rate 2.6% 2.7%
Receivable turnover rate 12.7% 12.6%
Duke Energy Indiana
Anticipated credit loss ratio 0.4% 0.5%
Discount rate 2.6% 2.7%
Receivable turnover rate 10.2% 10.2%
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