
 

 

Material U.S. Federal Income Tax Consequences of the Reverse Stock Split 
 
On July 1, 2012, Duke Energy affected a 1-for-3 reverse stock split with respect to the issued 
and outstanding Duke Energy common stock. Shareholders whose pre-reverse stock split 
shares of Duke Energy common stock are exchanged in the reverse stock split will not 
recognize gain or loss for U.S. federal income tax purposes, except to the extent of cash, if any, 
received in lieu of a fractional share of Duke Energy common stock (which fractional share will 
be treated as received and then exchanged for cash). A Duke Energy shareholder’s aggregate 
tax basis in the post-reverse stock split shares of Duke Energy common stock received in the 
reverse stock split, including any fractional share treated as received and then exchanged for 
cash, would be the same as the shareholder’s aggregate tax basis of the pre-reverse stock split 
shares of Duke Energy common stock exchanged in the reverse stock split. A Duke Energy 
shareholder’s holding period for the post-reverse stock split shares of Duke Energy common 
stock received in the reverse stock split would include the shareholder’s holding period for the 
pre-reverse stock split shares of Duke Energy common stock exchanged in the reverse stock 
split. 
 
In general, a Duke Energy shareholder who receives cash in lieu of a fractional share of Duke 
Energy common stock in the reverse stock split will be treated as having received a fractional 
share in the reverse stock split and then as having received the cash in exchange for the 
fractional share and should generally recognize capital gain or loss equal to the difference 
between the amount of the cash received in lieu of the fractional share and the shareholder’s 
tax basis allocable to the fractional share. Any such capital gain or loss will be a long-term 
capital gain or loss if the Duke Energy common stock exchanged for the fractional share of 
Duke Energy common stock in the reverse stock split was held for more than one year at the 
time of the reverse stock split.   
 
Duke Energy shareholders who hold their pre-reverse stock split shares of Duke Energy 
common stock with differing bases or holding periods should consult their tax advisors with 
regard to identifying the bases or holding periods of the particular post-reverse stock split 
shares of Duke Energy common stock received in the reverse stock split. 
 
The discussion of material U.S. federal income tax consequences of the reverse stock 
split is not intended to be a complete analysis or description of all potential U.S. federal 
income tax consequences of the reverse stock split. Moreover, the discussion set forth 
above does not address tax consequences that may vary with, or are contingent upon, 
individual circumstances. In addition, the discussion set forth above does not address 
any non-income tax or any foreign, state or local tax consequences of the reverse stock 
split and does not address the tax consequences of any transaction other than the 
reverse stock split. 
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